story of the Apple iRange (iMac, iPod, iPhone…) stunned the world, the
interest in design among the general public, the media, but also corporate
managers has increased significantly. However, many companies still fail to
take full advantage of the potentials design offers for business success. Many
continue to think of design merely as a form of voodoo to be performed by a
creative sorcerer after the real innovation work has been completed. They do
not understand that design is also an important “strategic resource”,
demanding to be managed just like any other resource within a company.
Good design rarely comes out of the blue box. It has to be “governed,” i.e. it
needs support from top-level “governors” in the corporate and political arenas,
and must be backed by a clear understanding of its potentials. On that basis,
this book outlines the most important economic and business aspects of state-
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of-the-art design management. It shows the importance design possesses not
only for business success in today’s economies, but also how closely design
the most important tools in design management, strategic design and design
organization, takes a comprehensive look at the interdependencies between
innovation and design and, in conclusion, outlines the cornerstones of a new
design policy. The book is a “must read” for all designers, managers,
consultants, politicians, researchers, university instructors and students
interested in the business side of design. It provides a comprehensive
introduction to all business aspects of design work, while also serving as a
perfect guideline for implementing a profit-building design management
system in real-life business.
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Foreword
The industrial revolution marked the beginning of the second wave of
human development. It originated as part of the early modern period
that Europe witnessed after the end of the middle ages. The Renaissance
was spurred by an all-round spirit of inquiry and accompanied by
innovations in fields as diverse as religion, arts and the sciences. Over
time, the Europeans carried the industrial revolution to other continents.
The industrial revolution altered the pace of human progress. It altered
the modes of production in every field by introducing knowledge,
technology and skills in every conceivable activity. It ushered in the concept
of working together at one place [factory] since the production processes
envisaged capital equipments, facilities, technology and superior skills. It
also ushered in learning together at one place [school] as the workers
needed higher levels of knowledge and skills to be effective in the
production systems. Standardization of products, production processes
and inputs emerged during this era; creation of organizations to carry out
economic activities also emerged as a result of the industrial revolution.
The concept of joint-stock companies emerged much later but had its
origins in the industrial revolution and its various derivatives. The concept
of design took a new meaning and relevance in this era.
Design can be thought of as a creative process envisaging the
choreographing of the elements of matter, space and time. Expertise in this
creative process was considered intrinsic and inherited; not teachable.
Leonardo da Vinci was not taught to design the flying machines; nor did he
teach the technique of designing new innovations to any body. With the
onset of industrial revolution, design increasingly began to be an activity
pursued in the industrial organizations in improving and innovating
products, the processes, the production-organizations and the productionfacilities. Thus began the attempts to demystify the creative process of design.
In the post-industrial era, when competitive pressures started forcing
organizations to compete for the ever-evasive customer-attention, search
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for tangible bases for sustainability became increasingly significant. This
search has forced designers to widen their scope and canvas from the
utilitarian and tangible aspects of the products and processes to esoteric
and intangible aspects like aesthetics, exteriors, customer-convenience etc
of the products as well as the brand-recall of the firm. The turnaround of
Samsung offers a classic example. In 1993, Samsung realized that its
electronic products were not competitive vis-à-vis those of Sony. Mr.
Kun-Hee Lee, the Chairman of the firm, after an elaborate diagnostic
process, came to the conclusion that Samsung needed to create value
through design, apart from using cutting-edge technology, which it had
anyway. The turnaround strategy of Samsung was well-grounded on
evolving a design philosophy, a design strategy, wide-ranging cultural and
process changes thus leading to the success of the firm.
The case of Samsung tells us about the convergence of a variety of
domains into the design process: from pure technical aspects to customer
convenience to cultural and philosophical aspects to values and beliefs.
For instance Samsung adopted the design philosophy of “Balance of
Reason and Feeling” together with the graphical representation of Yin
and Yang as contained in the Buddhist philosophy. The search to create
values through design is bound to result in convergence. Such instances
can be seen in the symbols of ancient societies. Each of the symbols “AUM”
or the “Sreechakra” or the “Pyramid” packs enormous meaning, values
and beliefs of a society at a given point of time. The challenge before the
modern designer is to learn from these sensibilities and achieve superior
levels of convergence.
It is in this context that the book, “Design Governance”, is being
launched. The book is structured in six chapters. The First Chapter analyses
how design has become a key success factor in business extensively relying
on cases of business firms from Europe, USA and East Asia. The Second
Chapter contours the historical evolution of the design function from a
socio-cultural perspective to that of a pro-active catalyst of economic
development. The analysis is based on the experience of the firms of the
developed economies; the analysis concludes that design has always been
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a key factor in the development of modern economies. The chapter also
gives brief overview of the different design cultures of the western world.
The Third Chapter identifies the different corporate design disciplines
and explores the links between corporate strategy, corporate identity
and corporate design. The chapter concludes the need for an integrated
strategy among the three. The Fourth Chapter explores and demonstrates
how design can become a strategic tool in the success of the business.
The chapter offers valuable tips in organizing the firm most effectively
from the design perspective. The Fifth Chapter contours the paradigm
shifts in the organization of innovation and the changing demands in
management and design education. It also lists the scope of pro-active
cooperation among developed and developing countries. The Sixth
Chapter is an attempt to capture the role of the state in promoting
design awareness, philosophy and education with India and its design
policy as a benchmark.
The authors, (Dr. Christoph Herrmann and Dipl. Ind. Des. Guenter
Moeller), have relied extensively on case studies from developed countries
as well as direct interactions with firms and design institutions in India
and China. This has enabled the authors to understand the context of
these economies and suggest a prognosis that is relevant and appropriate
to the emerging firms in this part of the world. As things stand the
economies in South East Asia are expected to achieve faster rates of growth
in the coming years. The book has many valuable tips to the policy planners
and business strategists of both developing and developed countries.
– Prof. P Bala Bhaskaran
Director, Icfai Business School,
Ahmedabad,
January 2009.

Preface
Introduction
Design has become a hype topic these days. Especially since the success
story of the Apple iRange (iMac, iPod, iPhone...) stunned not only the
business media but also boardrooms all over the world, many companies
are stepping up their design initiatives. What is more, this applies not
only to companies in Central Europe, Scandinavia, the US and Japan.
Design has become a major issue for companies in India, Mainland China,
Hong Kong, Taiwan, Singapore, South Korea, Russia, Brazil, Argentina,...
So why another book about a topic which is already on many people’s
minds? Well, first of all, it is important to realize that the current design
hype is in fact a new phenomenon. Even if management gurus like Tom
Peters were already claiming that design is so critical, it should be on the
agenda of every meeting in every single department (Peters 2003) years
ago, in most companies the design reality has looked quite different over
the last few decades – and in fact in many it still does.
Entrepreneurs and “intrapreneurs” alike often see design as a helpful
but marginal aspect of their business, to be delegated to external agencies,
R&D teams or even individual brand managers. According to Lars
Wallentin, former package design head of Nestlé, the high failure rate of
new products is – at least partially – attributable to this low-priority
perception of the design issue among top managers, especially in FMCG
companies. “Imagine a bunch of 25-to-35-year-old brand manageresses
or managers, fresh out of MBA school, responsible for the conception,
look and feel of new products. They often confuse design with fashion,
and instead of developing the design asset strategically, they take the
innovation arena as a playground for their own personal tastes and desires.
Moreover, this generation of managers is no longer willing to take risks.
Naturally this is not the only reason why so many new products fail, but
certainly a highly important one”. (Wallentin 2007)
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Of course there are also examples of companies and industries which
already fully recognize the strategic value of design and are building on it
properly. Take the automotive industry, for example. According to Thomas
Giuliani, director of product management for the 5-/6-/7-Series at BMW
Group, “design has become the most important buying factor in the
automobile market, and is even more important than price or pure
innovation”. (Herrmann & Moeller 2005b) As a consequence, companies
like BMW have not only invested heavily in design over the last few
decades, even acquiring top-level design service companies such as
DesignworksUSA to leverage their design successes. Even more
importantly, they have fully integrated the design factor into their overall
strategic management processes on the corporate, brand and NPD levels.
Whereas BMW can perhaps serve as a benchmark example, the same is
not true of what went on at Fiat for several years in the recent past. On
the contrary, even though the brand has an impressive design history, it
more or less lost sight of this aspect, turning the focus to cost-cutting and
communications instead of keeping up its long design tradition. As a
consequence, Fiat launched a number of highly questionable product
concepts (such as the Fiat Multipla) which not only sold badly, but –
what is worse – also damaged the market perception of the brand. It was
not until lately, with the launch of the new Cinquecento, that Fiat finally
learned its lesson and made design a core value of its brand again.

Design Governance
The Fiat example clearly shows that entrepreneurs are well advised not to
allow the design area to become a mere “creativity playground” for their
product and/or brand management teams, or – even worse – a pure costbased “sourcing issue” overseen primarily by the corporate purchasing
department. We have been working for clients such as Audi, Bosch,
DaimlerChrysler, Gardena, Otto, Philip Morris, Red Bull, Volkswagen,
Woolworth, Zeiss and many others for more than fifteen years, and we
know from experience: creativity matters, and costs are also important,
but to benefit from design as a long-term strategic resource and profitearning factor, it has to be treated as more than “voodoo design thinking”
or pragmatic “design-to-cost” analytics. To turn design into a real asset in
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Figure: From Dusk to Dawn with the Help of Design –
The Fiat Example (Reflected in Share Prices 1999-2007)

Source: www.comdirect.de

business, you need 10% financial investment, 20% creativity and 70%
sweat, i.e., hard work. That is why we have decided to publish this
book and give it the title Design Governance: Design as a Key Factor
for Innovation and Economic Success. Because good design rarely
comes out of the blue box. It has to be “governed”, i.e., it needs support
from top-level “governors” in the corporate and political arenas, and
must be backed by a clear process and management attitude. We don’t
mean that such governance should “fence in” design, but in fact open
up new opportunities for it, leading to better products and services for,
yes, a better world.

Product Acumen
In order to create better products (and services), it naturally does not
suffice just to add a bit of design knowledge to the management toolbox.
What is perhaps more important is to bring something back to business
that has apparently got lost by the wayside over the past few decades,
something we call “product acumen”. Product acumen is in fact what the
inventors and company founders of the early industrial age such as Henry
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Ford, Gottlieb Daimler and Werner von Siemens have in common with
the management heroes of modern times, for example Steve Jobs (Apple),
Anita Roddick (Body Shop), Larry Page and Sergey Brin (Google) and
Ratan Tata (Tata Group): All of them are or have been “product maniacs”.
Their understanding of corporate governance also encompasses futureoriented product, brand and design governance. There are in fact not
many managers like them today: in a recent global CEO survey, IBM’s
consulting unit found out that, although most top managers consider
innovation a key factor for their business, only some 30% feel personally
responsible for product and innovation issues.
Figure: Only One Third of Today’s CEOs are Product Innovation Leaders
Innovation Governance: Who Owns the Innovation Process?
Functional
managers
24%

Division
managers
14%

CEOs
35%

No owner
27%

Source: IBM 2006.

Assuming IBM’s figures are accurate, almost two-thirds of the world’s
board members are product innovation ne’er-do-wells or even product
illiterates. If you take into consideration that the average failure rate of
new products in many industries likewise amounts to about two-thirds,
it becomes obvious why there is a clear need for the return of heightened
innovation awareness to the boardrooms. The fact that such awareness is
still missing in many companies explains why there is a design deficit in
most business contexts. Many company managers and stakeholders may
be well aware of design when it comes to the purchase of a new mobile
device, the selection of a new company car or the decoration of their own
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homes. With reference to the products and services their own company
manufactures and/or sells, however, it is usually in over their heads when
it comes to making decisions on concrete design proposals, developing a
consistent design strategy or allocating sufficient financial as well as human
resources to it.

Learning from One Another
Against this background, Western companies are well advised not to
become too arrogant when looking at new market players from rising
economies such as India, China or Korea and their efforts to catch up
with Western-style brand and design management. Over the past years, it
is the new players within the global brand arena – such as Flextronics, Jet
Airways, Kia, LG, Lenovo, Li Ning, Samsung, Taj, Tata and many others –
who have made the most progress in terms of future-oriented brand and
design management. When it comes to aspects such as uniqueness, quality
and – most importantly – sustainability in innovation management, brand
steering and design, however, regions such as Europe and the US have a
long history, providing strong benchmarks for the new Asian tigers to
learn from. Consequently, for us, learning from one another through
increased exchange and collaboration is not just idealistic theory, but the
only sensible approach within a globalized business and design arena. That
is why we have decided to have this book published in India – not because
it would only be relevant for Indian companies, but because it clearly
highlights that there are design benchmarks as well as design deficiencies
and failures to learn from all over the world.

Intent and Content
This publication is dedicated to managers as well as designers, students
and anyone else interested in the field of design, innovation, management
and the socio-political conditions that determine our living
environments. Its chief intent is to underline the importance of design
as a key driving factor for innovation and economic development, a
factor that should be governed by means of modern management
techniques and embraced by an open innovation culture. To achieve
these objectives, we have tried to tackle all the various aspects of crucial
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importance for implementing state-of-the-art design governance. First
of all, it is important to realize how important design has become for
business success in today’s economies (Chapter 1). To gain a complete
understanding of the role of design for modern management, it is essential
to see how closely design history and the history of industrialization have
been linked over the past century (Chapter 2). Moreover, it is necessary
to understand that, in business, design is not an activity of limited scope
but plays a role in lots of different areas (Chapter 3) which have to be
carefully managed on the operational as well as strategic levels (Chapter 4).
Last but not least, Chapter 5 takes a comprehensive look at the
interdependencies between innovation and design before some concluding
remarks outline the cornerstones of a new design policy (Chapter 6).
Our special thanks go to Icfai University Press, notably to Nirmala
Rao Khadpekar, Sr. Faculty Member and Books Team Coordinator,
Icfai Research Centre (IRC), Mr. Koshy Verghese, Director, IRCs and
Prof. P Bala Bhaskaran (Director, Icfai Business School, Ahmedabad)
and Prof. RK Jain, Head, Special Projects Division (IRC-HQ), for
encouraging us to undertake this publication project and supporting
us tremendously in its realization. We are especially indebted to
Nirmala Rao Khadpekar’s excellent book “The Design Business”
(ISBN: 81-314-0354-8) in which an article by us on “Strategic Design
Planning” has been reprinted, establishing a basis for this ambitious
book project to all come about. Moreover, we would like to thank
Judith Rosenthal for her fabulous translation work, and the GoetheInstitut, the globally operating cultural institution of the Federal
Republic of Germany, for its gracious translation grant. Finally, we are
indebted to our wives, families, colleagues and friends who gave us
their moral support in getting this book off the ground.
As Mies van der Rohe once put it: “God is in the details”.
– Christoph Herrmann and
Guenter Moeller,
Munich and Hyderabad,
January 2009.

1
Business and Design
Design as a Key Management Factor
For decades, design was considered a marginal – if creative –
aspect of successful business/marketing policy. Today it is
an important success factor in the endeavor to compete
globally for recognition and loyal customers. Citing examples,
the following chapter illuminates the business and economic
dimensions of design.
In this chapter you will learn:
• What is meant by the term “design” in the business context
• Why economic aspects are important for design work (and vice versa)
• How a consistent design policy can lead to the creation of higher value.

Introduction
“Design is a major feature of business, whether in a service company,
manufacturer, or retailer”.
– Margaret Bruce and John Bessant.
Today we can no longer conceive of everyday life without design. Regardless of
whether we step into the shower in the morning, pick up a box of Cornflakes at
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the breakfast table, go to work by car, bus or underground, make use of a (mobile)
phone or a computer for communication in the course of the day, operate tools
and machines at work or, in the scanty time remaining to us, pursue athletic
activities – we encounter products and information, more or less well designed,
everywhere. In its myriad forms (products, packaging, advertising, navigation
aids, control systems, websites, banners, etc.) design is now not only par for the
course, it’s also the chief medium for the self-expression and presence of companies
and consumer groups alike.
The things in our surroundings have always had a form, and there have
accordingly always been people who decided what form a thing should have.
Douglas Martin, for example, pointed out, quite aptly: “Questions about whether
design is necessary or affordable are quite beside the point: design is inevitable.
The alternative to good design is bad design, not no design at all. Everyone
makes design decisions all the time without realizing it, like Molière’s M. Jourdain
who discovered he had been speaking prose all his life, and good design is simply
the result of making these decisions consciously, at the right stage, and in
consultation with others as the need arises”. (Martin 1989)
Yet even if “everything” is therefore designed, and every product, every
entrepreneurial environment, every instance of communicative expression by a
company automatically implies design aspects, the meaning of design in the
economic process has undergone a clear shift of positions: The more design has
become a central differentiation and identification factor on the market, as well
as a medium of individual distinction and experiential consumption, the more
significant design has become for companies’ sales figures. What is more: many
companies would no longer be capable of survival if they hadn’t arrived at a
timely decision to make design the central vehicle of their products and their
brand-strategy concerns (Borja De Mozota 2003, Stamm 2003, Schmitt &
Simonson 1997). Take the household appliances market for example: In certain
categories (e.g., cellphones, TV sets, espresso machines, cooker hoods) design has
become a crucial purchasing factor for more than 50% of all consumers. In other
industries like the one for mixer taps (bathroom taps, kitchen taps) the only area
growing in established markets such as the German one over the last years has
been the design segment (GfK 2006).
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To understand these developments and their consequences for measures to be
adopted by companies and designers alike, the first step is to take a closer look at
the terminological roots of design, which – linguistically speaking – are closely
linked with the economic context.

Design: The Term
The complexity of the design discipline today in general, in its various fields of
employment (corporate design, communication design, multimedia design, POS
design, architectural design, ecological design, systems design, sustainable
design, etc.) is mirrored by the complexity of the term “design” itself.
“Linguistically the word ‘design’ derives from the Italian ‘disegno,’ a term
used since the Renaissance to designate the study, the sketch, the drawing as well
as, in general, the idea underlying a work. Accordingly, in sixteenth-century
England the term ‘design’ came to be used to refer to the plan of something that
was to be realized, an initial drawn study for an artwork, but also already for an
object of the applied arts” (Hauffe 1995).
The term ‘design’ did not find its way into other languages such as German
until the industrial revolution, and was thus always associated with the specific
work of designers in the business/commercial context. In the regions where
English is spoken, it was an entirely different story. There the term is
etymologically much more broadly defined and used for planning and giving
shape and form in every imaginable context. When the term “design” is used in
the business context in the US or GB, it is found not only in connection with
the design of products and/or communicative measures, but to the same degree
in the area of IT development (software design), engineering (machine design)
and even corporate organization (organizational design). The American economist
and Nobel laureate Herbert A. Simon even goes so far as to define all of the
human being’s creative activities the result of “design processes” (Simon 1996).
Leaving such intellectual applications of the term aside, however, we ascertain
that, even in the context of the designer’s specific work, the conception of what
design is can differ widely.
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Box 1: Quotations on Design
“Design is everything. Everything!” – Paul Rand.
“Design is a mode of action.” – Charles Eames.
“Design is the science of the imaginary.” – Herbert A Simon.
“Design is problem solving.” – Cognitive Science.
“Design is optimization.” – Engineering.
“Good design is good business.” – Thomas J. Watson.
“Design is a social activity.” – Social Sciences.
“Design is art.” – Art.
“Design is an act of individual heroic creation.” – Howard Roarke.
“Design is teamwork.” – Dongqiu Qian and Mark D Gross.
“Design is a process.” – Larry Sass.
“Design addresses wicked problems.” – Horst Rittle.
“Design is falling in love with a project.” – Steve Harrison.
“Design costs money.” – American Institute of Graphic Arts (AIGA).
“Cheap design is expensive.” – American Council of Engineering Companies (ACEC).
“Good design is innovative, gives a product utility, makes a product easy to understand, is honest, is
long-lived, is consistent down the smallest detail, protects the environment. Good design is as little
design as possible.” – Dieter Rams.

The above-cited quotations on design show how difficult it is to find a uniform
definition of design appropriate for all its areas of application. In their book
Design in Business – Strategic Innovation through Design, Margaret Bruce and John
Bessant accordingly come to the conclusion that: “The trouble with design is
that it is a Humpty-Dumpty word”. (Bruce & Bessant 2002) Nevertheless, in
the business context, two distinct groups of design definitions have gradually
crystallized: those that link design relatively closely with the two- and threedimensional conceptual, planning, shaping and forming work of professional
designers, and those who associate it quite generally with the result-oriented
activities and actions of human beings. As far as the first group is concerned, a
distinction can be made between a purely aesthetic and a conceptual-technical
understanding of design, the latter referring to the situation in which the designer
is in charge of complete development processes. As regards the second group, we
find definitions limited more to design as practical action alongside those which
encompass every form of impact made by the human being.

Business and Design: Design as a Key Management Factor
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Box 2: Design Definitions
Defining the term “Design”

Design (narrow sense)

Design (broader sense)

Two - and/or three-dimensional
conception, draft/layout, styling and
modeling work

Any output-driven action of human
beings; figurative/formative activities
in any form

a) Aesthetic work

For example: philosophical definition of
“design”; design as inherently human
activity; design as problem-solving.

b) Technical/constructive design work

“The proper science for the study of man is the science of design.” – Herbert A Simon.

From the point of view of entrepreneurial praxis, such a highly differentiated
look may seem a bit alienating at first sight, but there is good reason for it. For in
everyday usage, we find confusion as to the meaning of the word ‘design’ everywhere
we look. A particular problem is presented by a tendency which has recently
become very fashionable – the mixing of design activities in the strict sense with
the very broad meaning of the term “business design” (i.e., the strategic-conceptual
planning of future business activities). There are, of course, important links
between the two. Nevertheless, the uncritical mingling of the two frequently
leads to haziness which is more of a hindrance than a help to specific design
work. For example, the frequently voiced demand that designers take not only
aesthetical and functional aspects into account in their work, but also, increasingly,
entrepreneurial and strategic perspectives as well, is not necessarily satisfied by
telling designers more about the company’s strategic and marketing-specific
objectives. On the contrary, new tools are required here, tools consciously
positioned in the interspaces between classical corporate management and the
work of designers. Conversely, entrepreneurs and managers can also learn a lot
from designers, for example that a more open, intuitive approach in the
development of business strategies – i.e., the type of approach typical of the
designer – can lead to better results than an overzealous planning obsession or
rigid management systems.
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Yet aside from these rather abstract potentials for learning on both sides, in
real life most design issues are of a much more practical nature:
• How does my next product have to look so that I can sell it successfully on
the market?
• How can I be sure to guarantee a uniform corporate identity in all countries,
regions and sales markets?
• How should I react to new design trends in my area? How do I distinguish
myself visibly from the competition?
It is precisely the answers to these questions which allude to matters of central
importance for the success of a company that are prevented more than they are
promoted by the overly open use of the term ‘design’ and its uncritical mingling
with other issues, e.g., strategic business design.
This chapter will therefore not attempt to point out possible parallels between
the shaping of corporate strategies, processes and structures on the one hand and
products and communication measures on the other. Rather, its aim is to call
attention to the huge economic significance possessed by design today, and, in
the process, to explain why business management and design will be more
dependent on one another than ever in the future, precisely because of how
different they are in many respects.

Design as a Core Economic Factor
Anyone dealing with design issues from the economic or entrepreneurial standpoint
is confronted from the start with a number of conspicuous prejudices. On the one
hand, many designers still shy away strongly from business, partially for ideological
reasons, but partially as a reflection of deep mistrust towards external attempts to
intervene in their work. On the other hand, there is still quite a bit of ignorance
with regard to how important design really is today. A few years ago, for example,
in an interview with the authors a leading European market research group
announced that it was not planning to take design factors into account in its panel
studies in the future any more than it had in the past, since those factors were only
really relevant for a small percentage of the brand manufacturers among its customers.
The marketing manager of a leading Swiss bank stated in conversation with us that
while design might be important for some product enterprises, it wasn’t for his
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own company. The fact that at this point in time the bank had just successfully
concluded an extensive design project – for which it even received the prestigious iF
Communication Design Award the same year – only adds more spice to the story.
However problematic such statements are, they hardly reflect the realities on
the demand side very accurately. To an increasing extent, customer product choices –
and even service choices – are no longer made merely on the basis of objective
performance features. On the contrary, what is decisive is how these features are
conveyed by the respective corporate, product and/or communication design. In
consumer worlds in which customers receive less and less in the way of personal
advice, product design, packaging and/or the buying environment are increasingly
becoming the companies’ core communicators. What is more: the degree to which
design has meanwhile shifted into the limelight not only of specialized design
magazines such as ID or Wallpaper, but also of the business press provides evidence
that it is no longer just a marginal aspect – and hasn’t been for quite some time
already – but a key issue of modern business.
Figure 1: Design as a Media Topic
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The thin line between corporate success and failure with regard to design can
be illustrated well with the aid of three market segments: consumer goods, services
and capital goods.

Design in the Consumer Goods Segment
There is hardly a market segment in which the significance of design for business
is as obvious as in the area of consumer goods. Anyone who passes by the dairy
section of a supermarket or the shelves of one of the world’s huge retail chains for
electronic goods such as Best Buy, Saturn or Reliance Digital, thinking about buying
some packaged products, a washing machine or a digital camera will be able to
determine for himself how important design has meanwhile become for the
purchase-decision process.
Figure 2: Design in the Consumer Goods Segment
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The importance attached to design in present-day consumer goods marketing
is, among other things, the result of the high level of affluence that prevails in our
developed industrial societies. Under these circumstances, our buying habits have
changed. In the words of Bernd Schmitt, professor of marketing at the Columbia
Business School: “in a world in which most consumers have their basic needs
satisfied, value is essentially provided by satisfying customers’ experiential needs –
their aesthetical needs”. (Schmitt & Simonson 1997) The high significance borne
by design in the developed market societies of the late modern period, however,
is by no means merely a phenomenon of demand but also one of supply. In the
area of fast-moving consumer goods at the very least, the consistent exploitation
of the potentials design offers is meanwhile paramount to the basic marketing
tools used by corporate brand management. The heights to which the design
policy of a company can climb and the consequences it has for success, as well as
for failure, is made very evident by the examples of the brands Absolut Vodka,
Apple, Gardena, Samsung, Siemens and SPA.

Example 1: Absolut Vodka
In the late 1970s, hardly anyone would have bet a wooden nickel that a small
Swedish vodka brand of no significance for the world market would soon have
advanced to become one of the world’s leading liquor brands. Within a mere ten
years, however, the brand succeeded in raising its exports to the US alone from
just 5,000 to altogether 2.5 million cases. What lay concealed behind this success,
which meanwhile encompasses the entire world, were two relatively simple changes
in the product’s design: To begin with, the design of the bottle was modified in
such a way as to have a much more modern, classy and independent look. At the
same time, a new communication strategy made the bottle itself (and not its
contents or even the effect of the latter) the subject of the communication. It is
precisely this strategy which Absolut Vodka has to thank for the fact that it
advanced to become an absolute cult brand within just a few years, a status the
brand has been able to sustain to this day with the aid of its consistent – and at
the same time always up-to-date – product, communication and design policy.

Example 2: Apple
The technology pioneer Apple Inc., whose market share in the Microsoft-dominated
PC segment surpassed 5% in 2006, has managed to hold its own on the market
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almost exclusively by means of its unique design strategy (product and interface
design). Already the first Apple Macintosh was a design icon, and even the iMacs
launched years ago became cult objects worldwide practically overnight. Along
with Apple founder Steve Jobs, they made it onto the first pages of all of the
world’s major newspapers – in this market a tribute otherwise paid only to Bill
Gates. Apple has meanwhile expanded the strategy of differentiation through
design from the computer to other business segments – for example entertainment
electronics. With the iPod Music Player, Apple essentially introduced a generic
product to the market – but in conjunction with a design and marketing concept
that was absolutely unique at the time. As of June 2008, more than 160 million
iPods had been sold worldwide, making it the best-selling digital audio player
series in history. A recent report on the Internet claims that even the majority of
Microsoft employees own an iPod. And of course, the iPod is not the end of
Apple’s design success story. In 2007, building on the broad market hype of the
iPod, Apple launched its iPhone, now out in its second 3G version and already
reaching total sales of around six million by iPhone’s first anniversary this year.
The design hype around the iPod and the iPhone has helped Apple also to leverage
its classic computer sales (Apple’s market share of PCs over $1,000 hit 66% at
retail store fronts for the first quarter in the US according to NPD Group reports).
What is even more interesting about the Apple story is that the targeted
exploitation of design as a success factor not only created the basis for the product
success of Apple’s individual products such as the iPod, the iPhone, the iMac or
the MacBook Air, but over the course of the past few years has also granted the
company a share performance that clearly exceeds the average development level
of technology enterprises in general.

Example 3: Gardena
Companies wanting to build on a successful design strategy should be well aware
that design is not a short-term creative undertaking but needs clear long-term
management and entrepreneurial support. An example clearly illustrating this is
the Germany-based gardening brand Gardena. The success story of Gardena began
in 1968 with a technical revolution: Whereas hoses and garden irrigation devices
had previously been hooked up to one another by means of complicated clamp
and screw closures, the Original Gardena System is distinguished by watertight,
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Figure 3: Relative Strength of Apple Stock as Compared to the
S&P 500 and S&P Computer Hardware

Source: DEF 14A SEC Filing, filed by APPLE INC on 4/16/2007.

easy-to-handle plug-in connections (the “click system”). What is more, in the
decades that followed, the brand continued to set new standards for irrigation
systems and garden tools through the introduction of technological innovations,
for example the Gardena combisystem (since 1977), intelligent water management
systems for garden irrigation (since 1985), the “Roll-Up” hose drum on wheels
(since 2001) or the first steerable lawn mower (since 2005). A decisive factor in
the success of the Gardena brand, among others, is the fact that, in addition to
successful innovations, it pursues a target-group-tailored product-range approach,
and with it a well-differentiated product and design policy. For example, a thorough
investigation of the groups identified as being the targets of the garden market,
carried out just a few years ago, led to a reorientation of the product-range
structure, which today is distinguished by three clearly defined price classes: the
Classic line for the pragmatic price- and quality-oriented customer, the Comfort
line for quality-oriented customers looking for ways to take the physical labor
out of gardening and, of equal importance, the top Premium line for all
impassioned garden owners with the highest expectations in the areas of product,
design and quality. In the last few years, Gardena has succeeded in punctuating
its product range with clear design accents. Along with the design firm Attivo
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Creative of Milan, for example, the company won four Red Dot Design Awards
in 2008, among others the “Best of the Best Award” – the highest distinction for
progressive design.

Example 4: Samsung Electronics
Not long ago, Samsung Electronics’ chief business was in the original equipment
manufacturing of PC monitors, plasma monitors, LCD monitors and other
entertainment electronics devices. But chief executive Kun-Hee Lee, the longstanding
chairman of Samsung, realized early on that the OEM market was headed for
ruinous price competition. Too many Asian – particularly Taiwanese, Korean and
Chinese – companies such as BenQ, LG Electronics and Haier had been the
perpetrators as well as the victims of this aggressive price competition for too
long. In less than ten years, with the help of a resolute design strategy, product
solutions as surprising as they are elegant, and a technology policy both convincing
and innovative, Samsung succeeded in turning itself from an original equipment
manufacturer into one of the world’s strongest brands. As a recent market study
shows, thanks to its massive innovation and design efforts, Samsung succeeded in
raising its brand value from $6.4 to $8.3 billion in the year 2002 alone. Since
then, the brand has continued to build on a strong brand and design policy. In
2006 alone, it won twenty-five of the highly sought-after iF design awards, making
it the most successful industrial participant in the award contest. Not surprisingly,
a number of the other providers in this market have meanwhile come to recognize
the potential associated with a unique design policy. And it is no coincidence
that essentially all Asian electronics manufacturers (Sharp, BenQ, LG Electronics,
Haier, etc.) have converted from pure “me-too” enterprises to ones with their
own independent design strategies – a development already undergone many
years earlier by the Asian car manufacturers (e.g., by Toyota, Kia or Nissan).

Example 5: Siemens Mobile Communication
The implementation of design strategies is a difficult undertaking, and the lack
of a design concept, the wrong design concept or even just an incongruous one
can often even lead to the failure of an entire product division – a phenomenon
vividly illustrated by the development, Siemens’s mobile communication division
has undergone in the past few years. In its early years, the business with mobile
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end devices was primarily a technology-driven market, i.e. the products which
were technologically most advanced were the ones that sold the best. Due to the
increasing mutual technological assimilation of the providers on this market,
however, and the galloping decline in prices, what had once been an elite product
turned into an accessory fit for mass production. Today, what people buy in this
market are the best-designed products. Any manufacturer who fails to recognize
a design trend – e.g. some years ago the “flip phone” or currently the “phone
with interactive touch screen” – or use it to proper advantage is immediately
punished by the customer with the refusal to buy. What is more, the established
providers of mobile end devices are meanwhile under pressure on a number of
fronts simultaneously. For one thing, their competition no longer consists solely
of other cell phone manufacturers, but also the suppliers (e.g., in the chip
area), camera manufacturers (Nikon, Canon, etc.) and hardware producers
(Hewlett Packard, Palm, Toshiba or the Blackberry manufacturer RIM) as well
as the major telecommunication companies (Vodafone, T-Mobile, O2, E-Plus,
etc.). The members of the last-named group appear to be gradually giving up
their long-cultivated “we-don’t-sell-devices” doctrine and are selling their own
end devices in their shops with ever greater frequency. In such a complex and
tricky environment, the importance of consistent innovation and design policy
rises sharply. It is precisely the challenge of implementing such a policy and
presenting it credibly on the market that Siemens Mobile Communication
never really successfully met, despite its established internal innovation and
design competence. On the contrary: the elaborately launched designer line
“Xelibri” turned out to be a flop, not least of all because it exhibited clear
deficits both with regard to brand and design strategy as well as with respect to
its design realization. In 2005, after numerous failures and losses ultimately
amounting to •1.5 million a day, the group finally decided to get rid of its
mobile phone division and sold it to BenQ. In 2008, the German BenQ plant
closed down completely.

Example 6: SPA
How important design can be in turning a brand around completely and giving
it new “spin” on the market is illustrated by the SPA Water brand. Already in the
early Middle Ages, SPA (a city located in Belgium) was famous for the healing
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power of its springs. The first exports of SPA mineral water began four hundred
years ago. Now, the product travels well beyond the Belgian borders. In the
Benelux states, SPA continues to operate as the leading supplier of mineral water
brand products. And the flagship brand of the springs, SPA Reine, not only goes
to the main export regions of France, the United Kingdom and Germany, but to
a total of twenty other countries. However, achieving differentiation in a market
where all bottles tend to look the same today requires solid strategic and creative
reflection, as well as true audacity, even for a successful brand such as SPA. Because
when you look like the others, you become invisible. Against this background, a
few years ago the SPA management approached Design Board, a Brussels-based
design agency specializing in FMCG packaging and consumer branding, to think
about ways of revitalizing its carbonated mineral water product line sub-brand
SPA Barisart. Design Board undertook extensive consumer research and concluded
that the most relevant insight consumers expressed was the fact that the words
“Spa red” are synonymous with sparkling water, and “Spa blue” with flat water
(due to the different labeling of the bottles). Design Board took this observation
of consumer language and ran with it by daring something previously unheard
of, i.e. the red bottle! By changing the color of the bottle from blue to red, SPA –
with the help of Design Board – managed to make a genuine difference in the
hypercompetitive water market. What a beautiful way of showing a true difference
while remaining faithful to the values of the brand! It is now impossible not to
notice the famous red bottle. A first on the market, this move helped bring the
brand to younger consumers while the bottle itself became an object of desire
and a fashion statement. The vivid new Spa red bottle took the category by storm,
sparking red launches in France by well-known brands and leading the way to
profound category change.

Design in the Service Sector
Another example which is indicative of the central role played by design today in
the attainment of success in business is the service segment. Precisely because of
the fact that the products offered in this market are for the most part intangible,
communication and environmental design – the shaping of the spatial service
environment – is of crucial importance here. For years, design has been a core
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factor in determining the external appearance of the branch establishments of
banks, insurance companies, airlines, hotel and restaurant chains, car
manufacturers and, perhaps most importantly of all, retail trade. Apart from
such hygienic aspects such as good reachability, an attractive product range or a
well-balanced price structure, the appealing design of the shopping environment
is an essential factor in consumers’ choice of where to shop. Even in the discount
segment, where purchase decisions are determined chiefly by considerations of
price, design factors are gaining in significance. Accordingly, major retailers and
discounters such as Aldi (Germany), Migros (Switzerland), Walmart (US) or
Woolworth (UK) – are using design as a differentiation factor ever more frequently.
For the German merchandiser Tchibo, the look of its product, packaging and
POS has already been a central factor in its success for quite a while now. In fact,
there is hardly a retail trading company which is not currently working on
expanding its house brand activities – an area in which stringent design policy is
a prerequisite for true success.
Figure 4: Design in the Service Sector
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Business success can be attained these days on the basis of a strategy which
maintains a healthy balance between supply and product range as well as product
design and other design factors and is thus armed to battle the general decrease
in retail sales – as is clearly demonstrated by such companies as Habitat, H&M,
Ikea, Zara and many others. What all of these admittedly very different retail
businesses have in common is that they are characterized not only by wellconsidered product range and market policies, but also by an approach to design
which is as up to date as it is efficient. Particularly the example of Butlers, the
highly successful German retailer for household and decoration goods, is worth a
closer look in this context, since it shows how a company can use unconventional
strategies and surprising design settings to trigger impulses successfully, even in
a market – the glass, porcelain and ceramics industry – which has been rocked by
crisis for years. With the concept “Der ganz andere Porzellanladen” (the completely
different porcelain shop) or “Lebensart zur Selbstbedienung” (self-service lifestyle),
Butlers managed to climb to the status of “Bestes Handelsunternehmen 2004”
(best company in retail trade) within a space of just five years. As W. Josten,
founder and CEO of Butlers, points out: “… retail trade is equal fun for customers
and traders if you look past the tip of your own nose and take an approach which
is as uncomplicated, unrestrained and unconfined as possible”. (Wiwo 2005)
Rather than presenting product groups separately in wide, in-depth assortments,
Butlers lures its customers with a refreshing shop design and a small but convincing
range of fashionably staged and packaged merchandise, constantly changing
thematic presentations and a fair price policy in top downtown locations. A healthy
degree of independence in all of the Butlers house brand forms of expression –
product, product line, decoration – is a central factor in this obvious success.
Building on this basis, in 2005, after having opened fifty stores in Germany,
Butlers started to expand its business abroad with its subsidiaries “Butlers Trading
Ltd”. and “Butlers Handel GmbH”, located in London, Zurich and Vienna. In
2006, a franchise partner in Dubai opened up the first Butlers store outside
Europe. Soon afterwards contracts were signed with licencees in Saudi Arabia,
Russia and Slovenia. Butlers now has over eighty branches nationally and
internationally and is continuously growing, with six hundred employees and
twenty-three million shoppers in its stores every year.
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Figure 5: Butlers, the German Retailer for Household Goods,
as an Example of Market Success through Design

The Butlers mode of thinking and acting, however, is still more the exception
than the rule in the global retail landscape, as is illustrated by the entirely inadequate
approach taken by German mail-order houses to design, for example. Particularly
the universal retailers in this market (Quelle, Otto, Neckermann, etc.) seem to be
having increasing trouble reaching the relevant target groups with well-wrought
brand, product, assortment and/or catalogue concepts. Anyone who picks up one
of the thick and heavy catalogues put out by Quelle, Otto or Neckermann notices
immediately that what he/she is holding in his/her hands is way out of date and
has very little to do with what customers today associate with contemporary product
and brand staging. To achieve the latter, the major retailers (not only mail-order
retailers) in Germany and abroad are urgently advised to subscribe to a stringent
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brand and design policy. In this context, future-oriented concepts such as the store
concept implemented by Metro with its Future Store definitely point in the right
direction. Concepts of this kind can only truly come into their own on the market,
however, if they aim well beyond the pure concept stage and manage to establish
themselves as an integral part of people’s everyday shopping and consumer habits.
The lengths to which it is possible to go in this respect was demonstrated by
Selfridges of England with the opening of its Birmingham branch, which is more
reminiscent of an adventure park than a department store. When it comes to the
development and implementation of such future-oriented concepts, many retail
companies still have a lot of catching up to do.

Design for Capital Goods
The idea that design plays an important role in more consumer-oriented areas –
such as the electronics industry, the automobile market, the furniture and fashion
industries and retail trade as well as in fast-moving consumer goods – is meanwhile
breaking through even the thickest walls of resistance in business. On the other
hand, there is a clear lack of awareness of the importance of design for the capital
goods segment. Here, however, design is beginning to play an ever more central
role. In the capital goods area, of all places, designers are taking over core aspects
of the development process with increasing frequency, as the example of the
pneumatic specialist Festo proves. In the capital goods segment, the same laws
apply again: where there is little distinction between the products with regard to
technology and price, design becomes more and more important as a key
differentiation factor. Moreover, even for products which are ahead of the
competition with respect to innovation, production and technology, this
competitive edge can usually only be communicated to the outside world effectively
on the basis of well-thought-out design concepts. In view of these circumstances,
a growing number of capital goods manufacturers are recognizing the significance
of design for their own market success and making it an important component of
their product and marketing policies. In addition to the aforementioned company
Festo, we can also cite BASF (plastics, paints), Siemens (in the area of medical
technology), Gildemeister (machine tools), Still (forklifts) and Heidelberg
(printing machines) as further examples (Herrmann & Moeller 2008c).
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Figure 6: Design for Capital Goods

Design as an Economic Activity
A look at all of these areas clearly reveals that not only does the success of business
enterprises depend increasingly on design, but that, conversely, the work of the
designer is being determined to an ever greater degree by economic factors. As a
result, most designers these days work under enormous time, cost, efficiency and
profit pressure. They have to take not only trends, fashions and lifestyles into
account but also materials, technological innovations and the needs of the
respective target groups. To the extent that they are not permanently employed
by a company or design agency, they moreover also have to exhibit entrepreneurial
competence and effectively distinguish themselves from their own professional
competitors on the market.
What these arguments show is how important it has become to view design
from the economic perspective. This case is made all the more strongly, however,
when we take into account the vast value addition potentials which thus emerge
for companies and national economies alike.
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Figure 7: Economic Aspects of Design Work
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own enterprises and are
therefore often entrepreneurs
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Designers are often not only responsible
for the look of new products but also
for considerable technological,
functional and material innovations,
and are thus an important innovation
driver for many companies.

Most of the products designed
are used by specific target
groups, so understanding these
target groups is key for
successful design.

Designers usually do their work
under enormous time, cost,
efficiency and competition
pressures. They are facing
exactly the same economic
realities as their clients.

Value Addition through Design
If we take a strictly managerial perspective on design, the first thing to be pointed
out is that design does not merely serve to beautify the company’s products and/
or market image, producing additional costs in the process, but also brings about
a substantial number of economic advantages. It not only supports product impact
and marketing but – to the extent that it is correctly implemented – moreover
helps to strengthen the company’s innovative power, increase quality in production,
attain competitive advantages as well as higher earnings, save costs, and even
create additional jobs.
One of the most striking effects of design is to be seen in the fact that, combined
with an intelligent product and assortment policy and adequate product
differentiation, it provides a basis for charging a significant price premium. Take
the toilet brush market, for example. Whereas standard toilet brushes are sold for
around •0.99, the Italian-based design manufacturer Alessi managed to sell its
“Merdolino” brush – created by Stefano Giovannoni in 1993 – at a price level
much higher than that. Currently the brush is still sold on the Internet for around
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Figure 8: Economic Effects of Design
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•29.99, i.e., thirty times the price of a standard brush. A similar example is to be

found in the sugar market, which for a long time has been a pure commodity market.
The German Südzucker AG, Europe’s leading supplier of sugar products, has managed
to move up the price ladder successfully over the last few years with an intelligent
product, packaging and design differentiation policy: Value added at its best!
Figure 9: Value Added through Design
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Against this background, it is not astonishing that companies which pursue a
consistent design policy perform substantially better than the market average.
This has clearly been proven by, among others, a comprehensive financial study
carried out by the British Design Council in 2004 (Design Council 2004). The
study underlines the importance of design not only for better performance on
product markets but also in terms of shareholder value creation.
Figure 10: Shareholder Value – Thanks to Design

The increase in the significance of design for business management naturally
also bears consequences for the economy as a whole. Here as well, design exerts
an important influence on the macroeconomic value added. According to a
recent report by the European Commission on “The Economy of Culture in
Europe”, the design sector (depending on its definition) represents 15-25% of
the total cultural/creative sector turnover (•654 billion in 2003), thus being
responsible for 0.4-0.7% of the value added to the total EU GDP (gross domestic
product). What is especially interesting about these figures is the fact that, with
an average operating margin of more than 10% and a productivity rate (value
added/employment cost) of as much as 1.99, the design sector is clearly surpassing
other creative industries such as advertising, music and radio/TV broadcasting in
standards of efficiency (EU 2006, UNESCO 2007). Apart from these comprehensive
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macroeconomic effects, design can also have an important influence on the
development of individual regions. International design metropolises such as Milan,
London, Paris, New York, Tokyo and, in the future, Shanghai and Bangalore
profit successfully from the design boom. What is more, however, in the past
decades entire regions – for example Northern Italy and Scandinavia – have
skillfully taken advantage of the economic power of design. Yet despite all of the
obvious benefits brought about by design – provided it is correctly and
consistently implemented – in the attainment of economic success, numerous
companies and management circles still exhibit an appalling degree of ignorance
with regard to design-related issues. In late 2003 we carried out a qualitative
survey of thirty top executives from different companies and lines of business on
the topic of “Design and Innovation”. What our results showed is that many
companies are still ridden by distinct shortcomings in the consistent
implementation and utilization of design strategies. One core problem in this
context is the way the central interfaces are dealt with, both between the various
design disciplines (product design, communications design, packaging, etc.) and
with regard to the networking of design with other areas of responsibility in the
value-added process (marketing, R&D, distribution, etc.).
This networking has likewise grown substantially in importance, as Dr. Helmut
Panke (former CEO of automaker BMW), for example, clearly implied in a
statement made in the German business newspaper Handelsblatt in 2005, where
he came to the following conclusion: In the automobile market, brand strength –
and, hand in hand with it, the strength of the automobile design – is meanwhile
one of the most important purchase decision criteria (Panke 2005). Against the
background of this comment, the interaction between product, brand and
marketing management becomes even more important. In their textbook entitled
Design in Business – Strategic Innovation through Design published in 2002 in
cooperation with the British Design Council and the Financial Times, the two
British design experts Margaret Bruce and John Bessant go yet a step further in
their assessment of the importance of design for entrepreneurial success. According
to their diagnosis, “designers can create innovative products or services as well as
translate innovative ideas to the marketplace. By extending the designer’s role
beyond the product design process, design sensibilities can be integrated with
other functions and so widen their impact. Design skills and knowledge can
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contribute to many aspects and activities of business, including research, marketing,
promotion, branding, product augmentation, flexibility, competitor intelligence,
integrating technology, spotting new opportunities, trend predictions, product
improvements and cost reductions”. (Bruce & Bessant 2002)
Even if not all decision-makers in the economic process are automatically
prepared to embrace such a far-reaching conception of design, the above-cited
arguments demonstrate that clear potentials for entrepreneurial success are
associated with design. Any enterprise which proves incapable of exploiting these
potentials for itself accordingly not only lags behind its own inherent possibilities
with regard to aesthetic presentation – it also produces considerable opportunity
costs, a state of affairs which automatically weakens its competitive position and
can essentially no longer be justified in times of general predatory competition.

Design in Research and Professional Training
It is not only important for companies to recognize the vast economic implications
of design and learn to use them to their advantage; it is also important for the
designers themselves. Many designers are still quite averse to taking a closer look
at economic issues. This is a state of affairs for which the discipline of design and
the related teaching practices are at least partially responsible. Even if they have
always shown a strong inclination towards praxis, they are still not adequately
open to economic perspectives.
If we take Germany as an example, in the design programs carried out at
general universities, specialized design and/or art academies and private academic
institutions, a central role is played by praxis projects, which are often realized in
direct cooperation with companies. As a rule, in fact, degree programs in design
are strongly praxis-oriented. Apart from the conveyance of the underlying arthistorical, semiotic and psychological aspects, training revolves primarily around
the practical activities later encountered in the profession (planning, drawing,
material science, etc.). In this context, specific assignments from real-life
entrepreneurial praxis are carried out. Moreover, most design professors have a
practical rather than a theoretical or scientific background. Many of them practice
their trade in addition to teaching it, and support companies in the planning
and implementation of various forms of design.
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Thus it is not surprising that even the theoretical and methodological
foundations of the design discipline exhibit strong ties to concrete, practical design
action in the business context. An excellent example is the “theory of product
language” developed at the Hochschule für Gestaltung (academy of design) in
Offenbach (Germany). In addition to the practical and formal-aesthetic functions
it also takes into account the symbolic functions, an aspect which is gaining in
importance in the concrete marketing context (Steffen 2007). At the same time,
however, the theory of product language also identifies the limits of the alliance
between business and design in the design sciences to date. Despite the close
interrelationships between design and economic issues, the theory unfortunately
fails to take market-related, competition-related and/or target-group-strategy
aspects sufficiently into account.
In the area of design theory, the rift between design and economic issues is
thus still wide, as is well illustrated by the example of design management.
Whereas in the Anglo-American regions there are already a great number of
publications and study programs on such topics as “Business and Design”, “Design
Research” and “Strategic Design Planning”, at German universities and academies
the reticence with regard to the management dimensions of design as well as the
economic approaches to design is still quite tangible. In view of these reservations,
the German Society for Design Theory and Research (Deutsche Gesellschaft für
Designtheorie und –forschung e.V.) comes to the following conclusion on its
website: “Due to the fact that, in theory and praxis alike – and above and
beyond aspects of the merely functional, decorative or economically feasible –
design continues to be ensnarled in its own contradictions, plagued by selfdoubt and shaken by problems of self-legitimization, it is in urgent need of a
well-founded orientation”.
A number of design academies have meanwhile come to realize that this
“well-founded orientation” can only come about through increasing willingness
to embrace economic issues. Among them are, for example, the Cologne
International School of Design and the Zollverein School of Management and
Design in Essen. Both of them have recently initiated design study programs
which take business aspects into account. If we take a closer look at these study
concepts, however, a number of deficits become apparent even there. The design
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management program is essentially limited to the conveyance of standard
knowledge from the areas of management, marketing and design, the presentation
of best-practice cases and the respective student projects. The systematic research
and development of new approaches to dealing with design management, for
example with regard to the organization of design processes, the targeted analysis
of design trends, or the effective interlinking of corporate, brand and design
strategies are as absent as ever.

Design and Quality
The remarks made hitherto on the linguistic aspects of the term ‘design’, the
often underestimated role of design in business and the economy and the somewhat
negligent treatment of economic and business aspects by design theory and within
design education explain why the conceptions of what constitutes congruent,
successful design often fall short of the mark. If we nevertheless try to come up
with a smallest common denominator for successful design, a concept that all
design schools and design phases seem to share is that of “design quality”. No
matter how much truth there is in Herbert Simon’s observation that practically
everything human beings think and do is design, and no matter how tempted we
are to echo Joseph Beuys’s statement that “every human being is a designer”,
there are still substantial qualitative differences in design. This circumstance is
by no means the product of the designer’s conceptual, manual and/or creative
skills alone. If we define quality as the degree of perceivable effects, we find that,
against the background of current developments on the market and in the design
environment (increasing stylistic pluralism, the great range of possibilities in the
technological, material and aesthetic context, high economic pressure to succeed,
etc.), design quality is primarily dependent on two dimensions: the quality of
the design work and the quality of its strategic suitability (design identity and
design compatibility).
If we follow this train of thought further, it becomes evident that, regardless
of the respective point of view (whether the latter is motivated by managerial,
art-historical or aesthetic considerations), the success or failure of design measures
is always based on the same principles. This also explains why, in their designrelated decisions, business people should no more rely solely on economic criteria
(costs, estimated sales volume, etc.) – despite the important economic dimension
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Figure 11: Levels of Design Quality
Aesthetic Quality (design quality in the narrow sense)
Technical quality, functional quality, neatness of execution, quality of materials used,
experience and craftsmanship of the designer…
Strategic Quality (design quality in the broader sense)
1. Design identity
Uniqueness, wholeness, lucidity, plausibility, communicative strength, catchiness of the
respective design solution…
2. Design compatibility
Corporate/market/brand fit; nexus to expectations, needs, demands, technological
opportunities, cultural as well as competitive environments…

Perceivable Effects/Impact Created
Perceived versus Not Perceived; Liked versus Disliked;
Bought versus Not Bought; Used versus Not Used or Wrongly Used

of design – than designers should rely solely on the respective aesthetic or technological
circumstances. The example of the former Mercedes-Benz S-Class (W140), which
met with substantial resistance among the company’s European clientele on
account of its clunky box-like form, is an excellent illustration of the fact that
aesthetic, socio-cultural and economic success factors are closely interlinked.

Design and Innovation
Another important topic in the context of assessing design issues in the business
environment is the relationship between design and innovation. For one thing, in
praxis designers frequently assume crucial functions within holistic product and
design development processes. Design agencies such as Ideo (Palo Alto), Attivo
Creative Resource (Milan), Teams Design (Esslingen, Chicago and Shanghai) and
designafairs (Munich) meanwhile bear responsibility for their customers’ entire
product and design development processes – from the initial idea to the conception
to rapid prototyping. What is more, due to the lack of technological differentiation
between many new product developments, things have got to the point where the
latter are virtually no longer saleable without an independent design concept.
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Apart from these developments, the importance of the relationship between
design and innovation results from a different aspect. In the entrepreneurial as
well as the social context, designers are frequently attributed the role of
“promoters” and “communicators” of new product ideas. Moreover, in times of
constantly increasing formal diversity, numerous functions and multifaceted
customer needs as well as the myriad possibilities offered by technologies, materials,
surface structures and colors, designers often take on the role of “navigators” and
“consultants” who help companies make important decisions of both a strategic
and operative nature. In the words of the famous economist Joseph Schumpeter,
designers can also be referred to as “creative destroyers” who are of decisive
importance for the further development of private businesses and national
economies alike.
Here the aforementioned concept of quality likewise comes into play.
Particularly with regard to new products, the designer is concerned with creating
perceivable qualities as the results of innovation. In praxis, this quality is impeded
in a wide variety of ways. Quality deficits in innovation processes can as easily be
the result of “underdesign” (exaggerated cost consciousness, limited creativity,
half-baked design, construction errors, inadequate quality in the choice and
application of the material, etc.) as they can of equally harmful “overdesign” (too
many technological and functional innovations, confusing user guidance,
exaggerated mix of styles, etc.)
The BMW brand provides a good example of both phenomena. Whereas it
completely befuddled traditional target groups with the design of its control
module iDrive when first introducing it on the market in the former 7-series
(overdesign), for the launch version of the X3 the company used plastic components
which were too flimsily constructed and blatantly contradicted the BMW
customers’ quality expectations (underdesign). BMW has meanwhile learned its
lesson from both problems and changed the design accordingly.

The Future of Design
The comments above have shown how important design has become for a
company’s operative as well as strategic success. They moreover demonstrate that
the training and work of the designer is meanwhile strongly characterized by
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economic aspects. In view of the current developments in this context
(globalization, imitatability, specialization, outsourcing, etc.), it is safe to assume
that this tendency will not decrease in the future, but continue to increase. Two
examples can be cited here by way of illustration: On the one hand, a few years
ago OEM Flextronics of Shanghai bought out the leading Palo Alto/Altensteig
design agency “frog”. The aim of this acquisition was to develop Flextronics from
an original equipment manufacturer (OEM) to an original design manufacturer
(ODM). Although Flextronics later sold frog design to the investment group
Kohlberg Kravis Roberts (KKR) due to integration problems, the company has
continued to follow this strategy by setting up its own design unit based in
Shanghai. In a very similar case, Bernhard E. Bürdek of the Hochschule für
Gestaltung in Offenbach recently remarked that China is currently in the process
of training not only hundreds of thousands of engineers in keeping with its overall
development plan, but also thousands of young designers. What these
developments tell us is that European companies should no longer rest on the
laurels of their head start in the areas of engineering and design, but direct their
gaze towards the future with all purposiveness.
Here again, let us quote a remark on design by the economist and Nobel
laureate Herbert A. Simon: “Engineering, medicine, business, architecture and
painting are concerned not with the necessary but with the contingent – not
with how things are but with how they might be – in short, with design”.
(Simon 1996) This is another way of saying that both the entrepreneurial actions
of managers and the creative activities of designers should be concerned with
the present – i.e. that which already exists – as much as with the future – i.e.
that which can still come about. Neither side – management or design – can
do justice to this challenge unless they get rid of their prejudices and start
opening up to one another. The basis on which such mutual understanding
can be reached is primarily a strategic one. No one who wants to design products
successfully and market them with equal success can do without a healthy dose
of strategic competence.

Summary
Design is by no means a mere aesthetic phenomenon. On the contrary, it possesses –
and has always possessed – an inherent economic dimension. Already in its
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etymological roots (“disegno”, Italian for study, drawing, plan/“design”, English
for plan, pattern, layout, build, construction), it reveals clear ties with economic
activity. A look at current market goings-on supplies plenty of evidence of the
fact that in the consumer goods market as well as in the service and capital goods
segments, increasing importance is being attached to design. Apple, Absolut
Vodka, Butlers, Festo, Fiat, Gardena, Gildemeister, H&M, Habitat, Ikea and
Samsung Electronics are only a few of many examples that demonstrate how
important design has become for the market success of business enterprises.
Companies that pursue a stringent design policy not only enable themselves to
improve their performance significantly on the product market but also on the
capital market. For design and design theorists as well, however, an open attitude
towards economic issues is ever more essential. The critical investigation of
innovation and quality issues, and above all of future economic realities and
strategic dimensions of design, provides an ideal basis for managers and designers
and all stakeholder groups concerned with design issues in praxis and theory to
come to a common understanding.

2
Design and Industrialization
How Design is Shaping Economic Development
Since the beginning of industrialization, the development of
design and economic development have been tightly
interwoven. A look at history shows how successful design
strategies are developed. It moreover supplies lots of examples
of successful alliances between business and design.
In this chapter you will learn:
• How design has developed from the beginning of the industrial revolution
to the present
• Why design has always possessed a major economic dimension
• What can be learned from historical examples for successful design.

Introduction
“Design makes a significant contribution to economic development”.
– Earl N Powell.
Anyone who has taken an interest in the history of design within the framework
of his or her own design efforts will quickly come to the conclusion that art-historical
points of view continue to dominate in theory and praxis alike (Bürdek 2005,
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JDH 1988-2008). This is the case despite the fact that, upon closer inspection,
it becomes obvious that the history of design development is closely intertwined
with the history of economic development. The following synoptic depiction
will therefore endeavor to depart from the otherwise usual interpretation of design
history. It will take a primarily economic perspective on that history. In the process,
it will show that, from the beginning, design has always been closely related to
the economy and that, even in the past, in many market segments those companies
which had pursued a stringent design policy – in addition to stringent product
and marketing policies – were often the companies that attained success. The
basic principles which determined design work then are still valid today. Anyone
aiming to develop successful design strategies and concepts and puts them into
practice can therefore learn a lot from the history of design.

The Origins of Design and Design Development in Germany
While the invention of objects and signs can be traced back to the dawn of
mankind, design as we know it today is closely connected to the rise of the industrial
revolution. The distinguishing feature of this advent of a whole new era was the
splitting up of previously integral activities usually carried out by a single person
and their distribution among several persons. Within the framework of advancing
specialization, it was in this phase that, for the first time, not only individual
production steps were consistently divided, but also the previously closely related
activities of design and production. As a result, an entirely new profession emerged,
that of the “planner” or “designer”. The first world fairs (1851 in London, 1873
in Vienna, 1876 in Philadelphia and 1889 in Paris) were not only the first “world
product fairs” marking the beginning of industrial serial production. It was also
here that the public first gained an awareness of the activities of designers.

The Emergence of “Industrial Design”
However, the term “industrial design” as it is understood today did not appear
until later. It is attributed to the architect and designer Mart Stam, who supposedly
used it for the first time in 1948. Mart Stam referred to industrial-productionrelated designs of all kinds as “industrial design”. In addition to the actual invention
of the object’s appearance, the characteristics of the material constituted another
core aspect of design work at that time. When people of the present forecast that
the next design decade will be dominated by material innovations, the latter is
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not a truly new development. On the contrary: already at the 1851 World Fair,
the first bentwood chair by the Thonet brothers (Germany/Austria) was presented
to an amazed world public. The innovative and initially patented technique of
forming wood heated by means of steam was to become the foundation for a
success story that is still going strong today.
The Thonet brothers’ “Chair No. 14”, however, is not only one of the most
successful coffee-house chairs worldwide even now. It also stands for what was at
that time a newly emerging conception of industrially manufactured mass products.
In an impressive manner, this product manifests the principles of standardization,
the reduction of structural elements and the realization of an ornament-free, reductive
merchandise aesthetic. But that’s not all: it also demonstrates how closely design
competence and entrepreneurial success were interwoven, even in the earliest days
of design. Even then, however, the “machine aesthetic” that evolved hand in hand
with division of labor and mass production triggered a wide range of counterreactions.
With Jugendstil in Germany, Art Nouveau in France and the Modern Style in
England, the attempt was made to counter the “substancelessness of everyday objects”
with a new conception of ornament and individual formal language. With its artistic
and decorative orientation, this international movement was an interesting project,
but rather superficial in the context of design history and economic development.
Its impact was limited, due not least of all to the fact that it reflected too little of
the new industrial age. On the other hand, at the beginning of the twentieth
century there was an association of artists, craftsmen, open-minded industrialists
and journalists who sought precisely the active reflection on and critical investigation
of the industrial age that was missing from Art Nouveau & Co. – the “Deutscher
Werkbund”, founded in Munich in 1907. Its adherents pursued the aim of
improving the development and production of everyday objects in the context of
an interplay of art (design/aesthetic), craftsmanship (development/construction)
and industry (serial production). Leading representatives of this idea were Peter
Behrens, Henry van de Velde and others. Peter Behrens, one of the Deutscher
Werkbund’s founding fathers, can safely be considered a decisive pioneer of modern
design. Beginning in 1907 he served the Allgemeine Elektrizitäts-Gesellschaft
(AEG for short) as artistic advisor. There he was in charge of designing not only
household appliances, but also the company’s communication media in their
entirety, and the architecture of its facilities.

Art Nouveau
(Jugendstil)

End 19th
Century

Industrial
Revolution

Mid 19th
Century

Early 20th
Century

Werkbund
Movement

1919

1925-33

1953-1968

Ulm

Hochschule
für Gestaltung

First appearance of the “form
developer” (Produktgestalter) as
a profession in its own right

“Staatliche Bauhaus”
Dessau

Foundation of the
“Staatliche Bauhaus Weimar”

1955-1980

Die “Gute Form”
(German Design)

1980-1990

1990-2000

Since 2000

Corporate Design + Strategic Design
Design-Management Universal Design

Design + Kunst Bewegung
(German Design Avant-Garde)

Figure 1: Design History in Germany as an Example of European Design Evolution
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The Bauhaus
In 1927 there was a pathbreaking construction exhibition in Stuttgart – the
so-called Weißenhofsiedlung – which attracted a lot of international attention
and essentially represented the climax of the Werkbund movement, while it can
also be regarded an expression of the underlying principles of the “Staatliches
Bauhaus Weimar”, an academy founded in 1919 by the architect Walter Gropius.
What broke ground here was the avid interest in new living concepts which took
innovative construction materials into account. Apart from the development of
new prototypes of everyday aesthetics, the aim was to make the modern, privately
owned home affordable for a larger proportion of the population. In addition to
a concern with architecture, the designers also directed their attention toward
technological issues precisely with regard to the development of objects of everyday
life (furniture, kitchens, tableware, glasses, home textiles, etc.). Already then, the
interest in new construction and production methods acted as a motor for
innovative products whose functionality was their most important feature. The
steel-tube furniture developed during this period is exemplary of the overall
innovations in thought as well as production technology.
After the Werkbund, this development was taken over and carried further
above all by the Bauhaus in Weimar and Dessau (1919 to 1933) and its successor,
the New Bauhaus in Chicago (from 1937). The Bauhaus design philosophy was
shaped strongly by the aim of tuning the prerequisites and framework conditions
of industrial production to the social and cultural needs of the general population.
Every citizen was to be granted access to functional, aesthetically modern and at
the same time affordable products.
By opening itself increasingly to industry and industrial commissions, the
Bauhaus developed from about 1925 onward to become one of the first
internationally renowned design academies. The seizure of power by Hitler in
1933 led to its dissolution. It had already attracted international attention, however,
due not only to its philosophy of a functional aesthetic of reduction to the
essentials, but also to its consistent allowance for new industrial production
methods. Among the important points of orientation of the design theories and
praxis which prevailed at the Bauhaus were:
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• The industrialization of the production of objects of everyday life (transition
from handicrafts to industrial mass production)
• The emergence of the profession of the industry-oriented “form developer”
(the later industrial/product designer)
• A close interconnection between architecture and the design of everyday
objects (especially products for living and working spaces)
• The emergence of systematically pursued research on material and production.
At the same time, the “Staatliches Bauhaus” can be considered the origin of an
initial theory of design revolving primarily around the conscious exploitation of
resources as well as the design of products and living spaces to meet the needs of
the broad masses. In this period, it should be added, the scientific interest was
still strongly influenced by constructivist principles. The analysis of everyday
objects was frequently limited to a few basic aspects – “technology”, “material”,
“function”, “production” and “concrete utility”, and the element of aesthetic
replaced to a certain extent by technology.
Figure 2: The Bauhaus in Weimar and Dessau
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The Hochschule Für Gestaltung in Ulm
In very many respects, the Bauhaus era exerted a formative influence on the
conception of design for decades to come. Walter Gropius’s postulate “art and
technology – a new unity” is still of decisive relevance for the profession of designer
in the industrial development and production process even today. The Hochschule
für Gestaltung in Ulm (abbr.: HfG Ulm), founded in 1953, also carried on this
tradition. Already in the address he gave on the occasion of the academy’s opening,
Walter Gropius called attention to the fact that products have primarily one
function, namely to satisfy the physical and mental needs of broad segments of
the population. At the same time, he demanded the education of the people’s
senses by way of product design. Initially adopting the praxis-oriented subjects
pursued at the Bauhaus, the curriculum at HfG Ulm became ever more theoretical
after 1956. Due to the inclusion of new scientific disciplines such as the theory
of science, political science, sociology, psychology, semiotics and mathematical
planning methods, the attempt was made to provide the design discipline with a
theoretical basis. In the early 1960s, stronger emphasis was placed once again on
projects from industry. Particularly German companies recognized the potential
of an academy rationally oriented towards modern technology and production
methods and comprising numerous more or less independent academic institutes.
The endeavor to preserve the autonomy and above all the scientific status of the
HfG failed as a result of deep disruption among the academic staff and the lack of
a well-founded orientation. At the end of the year 1968, against the background
of political unrest, the HfG ceased operations.

The Braun Company
Even if the HfG Ulm era lasted a bare fifteen years, it played a major role in the
so-called “German economic miracle”. The “MaDeCo” principle – i.e. the
integrative processing of market, design and construction issues – realized there
in theory came to have a decisive influence on the actions of many post-war
enterprises. No company adhered to the design principles developed at the HfG
as faithfully as Braun. The Braun brand and its former head designer Dieter
Rams – a man with roots in the early modern tradition – are still considered
shining examples of an unmistakable corporate, product and design culture.
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The guidelines of good design developed back then by Dieter Rams decisively
shaped the face of “German design”, especially abroad:
• High degree of product utility and functionality
• Intelligent design based on the needs and behavior of the users
• Responsible design based on the employment of modern, environmentfriendly materials
• The fulfillment of ergonomic and physiological product standards
• The meticulous development of the design to the smallest detail
• An aesthetic overall appearance brought about by the omission of
anything superfluous.
The design philosophy of the Braun Company and its designer Dieter Rams can
be concisely expressed with the frequently cited formula “less design is more design”,
essentially a derivation of the statement “less is more” by the architect Mies van der
Rohe, an internationally renowned exponent of the classical modern aesthetic.
Figure 3: Design Classics made by Braun
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Yet the Braun Company and the design policies it implemented is not only a
purely positive example of how German enterprises have succeeded in earning
worldwide recognition by way of design. What the development of the Braun
Company in the past ten years has also shown is that, within the framework of
globalization and post-merger dynamics, design aspects frequently fall by the
wayside. Braun’s takeover by the US American Gillette Group, the retirement of
design director Dieter Rams (1997) and a product and design strategy oriented
towards international mainstream have provably led to the gradual erosion of the
original Braun product and brand identity.

The Influence of the Bauhaus and the HfG on Industrial Design
Apart from Braun, recent German business history is rich with examples of
companies whose conception of design was strongly influenced by the Bauhaus
and the HfG Ulm, and which can be shown to have profited from that
circumstance. On the one hand we can cite AEG in this context, a traditional
enterprise which was already setting standards in industrial architecture, product
design and corporate design at the beginning of the twentieth century. In the
early 1960s, another company to have been decisively influenced by the Bauhaus
and the concepts that came out of the HfG Ulm was the garden tool manufacturer
Gardena, still a very young enterprise at the time. Its design department head
Franco Clivio was a member of a development group at the HfG. Thanks to a
cleverly devised, intelligently simple product system (systems design) and a
design conception modeled after that of the Ulm academy, Gardena not only
became a synonym for gardening in Germany, but also one of the strongest
manufacturer brands in the hotly contested worldwide market for garden tools.
Another company that stands for authenticity, innovative strength and high
design competence is the lighting systems manufacturer Erco, a company
likewise distinguished by worldwide success. In the past decades, Erco has
created a unique product and design language which links technological
leadership with the highest design quality as well as independence. Other
companies exemplary of this tradition are Bega (likewise illumination), Bulthaup
(kitchen furnishings), Grohe (bathroom fittings), Interlübke (furniture), FSB
(metal fittings), Rosenthal (porcelain). Miele (household appliances), Wilkhahn
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(office furniture) and the automobile manufacturers Audi, BMW, Mercedes
Benz, Porsche and VW. What these companies all have in common is that they
have made the substance of their products and the impact of their design the
foundation of their corporate brand.
What we presently refer to as corporate and/or brand identity can be seen as
the sum of a number of excellently coordinated activities:
• Strong design independence
• Quality, continuity and reliability
• Vision, passion and innovative power.

“Form Follows Emotion”
Until well into the 1980s, the design ideal in German industry was distinguished
to a decisive degree by a functionalist self-image. Product development frequently
revolved around issues of utilitarian function, ergonomics, construction and
production. Prestige-related functions – i.e., the sensual, emotional and
communicative dimensions of products – were long neglected. As the significance
of the aesthetic/sensual and emotional aspects of products grew, however, design
in Germany focused increasingly on these key factors. The postulate “form follows
function” (Louis Sullivan) – a guiding principle in German industry until the
early 1980s – thus gradually came to be enhanced by the creed “form follows
emotion” (Hartmut Esslinger, frog design).
The emergence and formulation of the “theory of product language” also dates
from this era. In addition to formal aesthetic considerations, this theory
consciously takes sensual, semantic functions of design into account in product
design. “The concept of product language can be seen against the background of
the relationship between the human being and the object, since in design we are
concerned with the relationships between a user and a product (product system,
interior, shop concept, etc.). Of particular interest in this context are the perceptionconveying functions, i.e. those which are communicated by way of our senses.
Particularly the theory of semiotics has provided important pointers for the
definition of this concept”. (Buerdek 2005)
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Figure 4: Emotional Design made by Frog

Design Criticism and New Strategies
In addition to this expanded concept of design – already highly effect- and productoriented – the development of design in Germany in the first half of the 1980s
was also strongly characterized by critical social and economic-political currents
reflected in such terms and phrases as “the limits of growth”, “globalization”,
“nuclear armament” and “pollution”. These circumstances did not fail to leave
their mark on practical design and its theoretical deliberation. Particularly the
sociologist, architecture critic and urban planner Lucius Burckhardt (Die Kinder
fressen ihre Revolution), the philosopher Wolfgang Fritz Haug (Critique of Commodity
Aesthetics) and the design theorist Bazon Brock caused sensations in Germany in
that era with their writings. Entirely in the spirit of the “Club of Rome”, a
“design method discussion” emerged very much in the spirit of economic criticism
and incisively exemplified by expressions like “design is invisible”, “destroyed by
cultivation”, “the least possible intervention” or the “garbage theory of culture”.
The more design made its way into the public consciousness in the 1990s,
becoming an object of commercial activity in the process, the more design and
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the approaches taken to it were criticized. Whereas in the 1970s and ’80s this
criticism still bore a strong Marxist stamp, today it is associated more with the
criticism of globalization and the increasing occupation of the public realm with
images and symbols of commerce (advertising, branding, design). The muchcited book No Logo by Naomi Klein is representative of the attitude behind this
counter-movement. Interestingly, critical movements today make ever more
frequent use of design techniques as a means of calling people’s attention to the
economic or political grievances they postulate.
Good examples of this are found on the websites of the magazine AdBusters
(www.adbusters.org) or the anti-globalization organization Attac (www.attac.org)
which often use modified corporate logos or commercials to protest against the
company policies they criticize. Experts refer to such strategies as “brand hacking”,
“cultural hacking” or “design hacking”. Some designers, for example Ora-ïto –
who made a name for himself with his “Hac-Mac” – have even made this
phenomenon the fundamental principle of their work. In addition to new ways
of expressing criticism of the economy and the society, beginning in the mid 1980s
Figure 5: Design Hacking
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the socio-politically-minded conception of design also aided in the emergence of
an entirely new generation of designers. In Germany and elsewhere, these young
designer folk were characterized above all by an extremely individualist, artistic
and self-confident conception of design which culminated in the so-called “New
German Design Avant-Garde”, even if this idea did not make it very far beyond
the culture sections of the newspapers. Naïve, full of energy and quickly absorbed
by all the various media, this antipole to functionally oriented German “design
tradition” made especially one thing clear: the resources from which design draws
its relevance and its energies cannot be founded solely in a more or less avantgardist, idealist conception of design. Without practical application, design lacks
its economic basis, without strategic reflection it remains caught in a vacuum,
and without innovation it cannot truly take on the social orientation function so
cheerfully attributed to it.

Four Perspectives
When we go about summing up the developments design in Germany has
undergone in the past hundred years, we can make out altogether four basic
perspectives which have influenced design thinking in theory and practice, not
only in Germany but similarly in other areas of the world:
1. The artistic-formative perspective: design as a creative act
2. The socio-cultural perspective: design as an activity of society which shapes
environments and cultures and changes people’s perception and awareness
in the process
3. The systemic-planning-oriented perspective: design as a means of planning
and controlling which requires a high degree of cognitive, emotional,
technical and aesthetic competence
4. The craftsmanship-industrial perspective: design as a form of craftsmanship
and an aspect of industrial processes where a decisive function is attributed
to the development of products and corporations.
However different these perspectives are, they all possess a more or less direct
connection to the business context. One perspective which has been blatantly
underrepresented to date – but which is of growing relevance with regard to the
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actual significance of design for commercial activity – is the strategic perspective.
Even if this dimension has increasingly made its way into the consciousness of
designers and business enterprises in the past few years, there is still a lot of room
for improvement in this context (Herrmann 2004).

Design and Globalization
On the one hand, our comments on the origins of design as well as its development
in Germany are indicative of the significance design has held for the history of
commercial activity. On the other hand, they also help us to understand the
benefits which have been derived – and are still derived today – from design for
any country as a business location in the global design and identity race. Despite
all of the skeptics and grumblers who make their voices heard in our home country,
products “engineered in Germany” and “designed in Germany” continue to enjoy
an excellent reputation on the international market, creating a good example for
other countries to learn from. However, German manufacturers, like manufacturers
everywhere, are presently facing harder times due to global competition. The
importance of the design factor in the global struggle for attention, trust and
orientation is extremely well illustrated by the development of Asian companies
in the field of electronics and the automobile industry – e.g., Toyota – have
undergone in the past few years. The global market success these companies have
attained in recent years, is by no means merely a consequence of their rigorous
quality, cost and JIT orientation, but also increasingly the result of the development
of independent brand and design strategies. The less Asian companies conceive
of themselves as the extended workbench of globally operating corporations, and
the more they advance their worldwide expansion efforts, the more important
the introduction of independent design and brand competence becomes for them.
This development, still relatively new in the Asian countries, has been part and
parcel of everyday business for global players of Western origin for years. In keeping
with the motto “think global – act local” many groups have meanwhile consciously
established development centers and design studios at various locations all over
the world. Whether in the automobile, kitchen appliance, fashion or tool industry,
in order to operate successfully in the respective market, international design
competence of the highest order is necessary. The Audi TT, for example, did not
develop solely in Ingolstadt, but was co-designed to a decisive degree in the Audi
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Design Center in California. Not only do many companies set up their own
design studios, but they also have recourse to the achievements of internationally
oriented external design specialists. Design firms like Ideo, Design Continuum
and Designafairs already opened branches in the world’s most important economic
and cultural zones years ago in order to be able to answer to their customers’
needs in the global context as competently as possible.
As our brief overview of German design history to date shows, in the past
design has always been an integral part of complex development and production
processes. What is new, however, is the consistency with which companies of
today subject not only their production processes to labor division on the global
scale, but – within the framework of the worldwide reorientation of their supply
chains – also design. For years already, not only high-tech products, but even
simple ones like toothbrushes, for example, are developed, designed and produced
in different places in the world. “Die Weltbürste” – the world brush – is the title
the German weekly Der Spiegel gave a leading article in its series on “global
capitalism” (Hoppe 2005). In this report, the development and design of an
electric toothbrush made by “Oral Healthcare Philips” serves as an example of
the strategy under discussion here – a product puzzle spanning altogether ten
countries, three continents, five time zones and 4,500 employees. Though it is
not our aim to focus here on the advantages and disadvantages of globalized
value-added processes of this kind, the example does show that, within the
framework of globalization, design is being confronted with important new
challenges. How globally and how locally should my products and my brands be
shaped today in order to meet with the greatest possible acceptance on the
respective markets? How do I organize my product and design development
processes on a global basis? How can not only high strategic and operative
excellence but also the necessary creativity be guaranteed, when design – along
with everything else – increasingly becomes a component of a worldwide supply
chain? He who seeks answers to these questions will find them not only in design’s
future, but also in its past. For if we take a look at the development – design has
undergone not only in Germany but also in other countries – for example the
UK, the US or Italy – in the past hundred years, it soon becomes obvious that,
there as well, design has always been closely related not only to the local but also
to the global environment.
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Design in the UK
As discussed above, the industrialization of England in the nineteenth century
can be equated with the emergence of industrial design. The first world fair in
London, the invention of the steam engine by James Watt and the radical changes
in living and working forms thus brought about all ensured England a globally
dominant role in the development and commercialization of innovative materials,
technologies and products until well into the twentieth century. As was the case
in Germany, towards the end of the nineteenth century a craftsmanship-oriented
tendency, the “Arts and Crafts” movement, developed in England, and decisively
influenced design trends abroad – for example the “Art Nouveau”/“Arte Noven”
movements emerging in France, Germany and Spain. Thus already quite early
on, design was taken seriously in England as a practical factor in business. The
“Design and Industries Association” founded in 1915, for example, set itself the
goal of departing from Victorian kitsch by promoting quality-oriented design
work which went on to make itself felt in the furniture industry (Morris,
Mackintosh) as well as that of china and glass (Wedgwood) – both sectors in
which the British industry long remained the world leader. Later, in the 1950s,
it was particularly the British automobile industry that attained world fame with
technological innovations and designerly tradition. Brands such as Aston Martin,
Bentley, Jaguar, MG and Triumph still enjoy cult status today, even if the majority
of these companies are meanwhle no longer British owned. The design movement
in England and the leading role it continues to play in the world would be
inconceivable without the pop culture that emerged in the 1960s – a movement
that took London as the point of departure for its triumphant success. It not only
influenced an entire generation of people worldwide with regard to lifestyle, but
even today continues to set the tone for a great number of designers, companies
and entire sectors of the industry.
In the promotion of a design culture nationally and internationally oriented
to equal degrees, the British government has been playing an important and
clear-sighted role since the early 1960s. With the founding of the London-based
Council of Industrial Design (today the “British Design Council”), the
achievements of the British industry – and above all British design, were
communicated across the country’s borders. Moreover, in the 1980s the British
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Figure 6: British Design

government provided support to the design industry that was in the process of
establishing itself in London. Far-reaching decisions in educational policy as well
as grant programs paved the way for the development of numerous internationally
renowned design academies in Great Britain. These schools in turn brought a
large number of young students and gifted designers to London. Internationally
leading design agencies such as Fitch, Design Continuum, Pentagram and others
had their origins in London.
The British design industry with its London hub continues to set standards
today – whether in product design, corporate design, communication design or
brand design. It is no coincidence that a great many internationally operating
commercial groups have based their marketing and design activities in London.

Design in the US
For most people, design + America = the Ford Model T, the Greyhound bus, the
Marlboro cowboy, Walt Disney, the skyscraper and the Coca-Cola bottle. The
worldwidespread “American way of life” is meanwhile a factor with a massive
influence on global merchandise and advertising. Whereas the beginnings of
European product design were distinguished above all by their ties to the
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functionalist tradition, at the same point in time American design was already
concentrating strongly on product- and sales-market-specific issues. Driven by
the desire for economic success, a great many American entrepreneurs recognized
the sales-promoting aspect of nice-looking products at an early point in time.
“Never leave well enough alone”, for example was the creed of the man who was
probably the world’s all-time most successful designer: Raymond Loewy, the
father of the “streamline design”. Having emigrated to the US in 1919, Loewy
was quick to recognize the sales-triggering power of aesthetically pleasing products,
whether car bodies, airplanes, locomotives, household appliances, cigarette boxes
or entire interior furnishings. With designers like Loewy, streamline design became
the symbol of a modern and progressive lifestyle.
Figure 7: Raymond Loewy and American Design

Whereas precisely in the period when industrial design was getting under
way, European designers were seeking to unify technology, material and form,
American designers of this period were frequently employed exclusively for styling
tasks. For a long time, this difference constituted a major controversy between
the German designers with their focus on functionalism as well as social
commitment, and American design which tended to be thought of as elaborate
packaging for standard product solutions. Here the 90° angle, there Raymond
Loewy’s tail fins and streaming lines. Here the systems and the complexity of
design, there the elegance of progress. With the development of “industrial design”,
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however, even in America, design developed increasingly from pure surface
decoration into an integral aspect of the product. In the process, thanks to the
explosive expansion of American corporations, American design attained high
market significance in the global context. American automobile manufacturers
like General Motors, Chrysler and Ford, FMCG producers such as Procter &
Gamble, Kraft Foods and Pepsi Cola, office furniture companies like Steelcase or
Herman Miller, aircraft builders like Boeing and makers of sports articles such as
Nike have all exerted a decisive influence on global communications and product
design in the past decades. Silicon Valley and the companies which grew out of this
affluent region – from IBM, Hewlett Packard and Microsoft to Apple, Dell, Palm
and RIM – have likewise left a deep mark on global design. It is hardly surprising
that this industry has given birth in the past two decades to a highly innovative and
creative design scene which not only focuses on design aspects but – increasingly –
takes charge of entire innovation and product development projects.
Last but not least, the Design Management Institute (DMI) in Boston
(www.dmi.org) occupies a prominent position with regard to more recent
developments in design culture in the US. This institute is one of the first in the
world to address itself systematically to the significance of design for business,
thus also providing a forum for the development of new approaches, for example
“strategic design”.

Design in Italy
In a manner similar to British and American Design, Italian design was
characterized early on by a strong focus on entrepreneurial and global aspects.
Italian design was attracting attention as early as the turn of the (nineteenth
to the twentieth) century. By the post-World-War-II era, if not before, the
“Italian style” became a synonym worldwide for modernity, aesthetics and
individuality of lifestyle. Not only was it armed with a strongly socio-ethical
outlook (“for every family an affordable flat”), developed in Italy above all in the
years following the Second World War, but Italian design caused a furor worldwide
especially with its sensual-emotional orientation. Even today, the car body designer
Battista “Pinin” Farina is still considered a forefather of Italian design. He studied
in the US but it was in Italy that he set new international standards in automobile
design with his gently curving – but at the same time forceful – forms for Alfa
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Romeo, Lancia und Ferrari. Other Italian companies – for example Pavoni
(coffee machines), Piaggio (motor scooters) and Olivetti (office machines) –
succeeded in attaining world fame with design early on. This was brought about
by farsighted and close collaboration between architects (who have traditionally
also taken on the role of the product designer) and broadminded industrialists,
who helped Italian design to a fusion between aesthetics, functionality and
production methods at a very early point in time. Adriano Olivetti, for instance,
the founder of the Olivetti Company, succeeded in procuring the services of the
architect Marcello Nizzoli as a product designer in the 1930s. This cooperation
paved Olivetti’s way to becoming the world’s leading provider of typewriters and
office machines characterized by innovation and – unmistakable design.
The economic upswing of the 1950s and 1960s in Italy furnished the designers
of the time with a broad field of activity. Whether in the Italian vehicle, furniture,
shoe or fashion industry, hardly a single Italian company passed up the opportunity
to work with professional designers. Yet the success of Italian design is not solely
the consequence of an enlightened generation of entrepreneurs and the favorable
economic conditions of these two decades, but also of the support design received
from state and private design institutions. The department “la forma dell’utile”
(the form of utility), at the IXth Triennale of 1951 in Milan, for example, was
the first to dedicate an entire section of the exhibition to industrial design.
Thus, there were major differences between the Northern European conceptions
of design (i.e., of Germany, England, Scandinavia, etc.) and that of Italy. Whereas
Germans, British and Northern Europeans long felt obligated to the demands of
functionalism and rationalism, Italian designers took as their orientation the model
of a holistic aesthetic devoid of any form of limitation or exclusion. Traditional
boundaries between art, architecture, design and the media were erased in the
early twentieth century in favor of an aesthetic based on a holistic principle. In
this context, experimentation with new synthetic substances, materials, finishing
and processing technologies took on special significance. The experiment,
associative methods of design and a well-developed sense of how to work with
symbols were – and still are – the chief characteristics of the Italian product and
design culture. At the same time, Italian design has not remained unscathed by
the problems besetting the major Italian industrial enterprises such as Olivetti
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and Fiat. The domain of Italian design today is to be found not so much in the
automobile or electronic industries as in furniture and fashion (Alessi, Prada,
Gucci, Cassina, Minotti, Boffi, Strato, etc.). This also explains why there are very
few design agencies left in Italy today which address themselves not only to matters
of fashion and aesthetics but also to future-oriented themes – for example
engineering, interface design or new materials (one of the few being Attivo Creative
Resource, a firm with headquarters in Milan).
Figure 8: Examples of Outstanding Italian Design

Learning from the Past
Looking back over the remarks on design history set out above, it is easy to see
that, without its various relationships with business, design could never have
become as successful as it did. Conversely, the economic success attained by many
companies in the past could not accurately be explained without taking their
design strategies into account. Many companies – whether AEG, Braun, Olivetti
or General Motors – pursued a much more consistent design policy in the past
than they have in the last few years, a circumstance which at least partly explains
the challenges these very companies are facing today.
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Yet we can also learn something entirely different from the economic survey of
design history undertaken above: Successful design policy in the company context
is essentially based on a few relatively simple mechanisms. To master these
mechanisms, the following three points need to be taken into consideration:
1. A company management that is interested in design issues and makes them
an active component of their market strategy
2. Designers who address themselves not only to aesthetic matters but also –
and to the same degree – to the circumstances of the market and the primary
strategic challenges facing the company, and finally
3. A design policy which, on the basis of appropriate design guidelines and
fundamental design principles, is capable of skillfully linking innovation
challenges with the task of creating company-specific brand identities and
recognizable product and design languages.
Where these basic principles are taken seriously, there is little danger of making
major design policy mistakes, present or future.

Summary
The historical development of design, especially product or industrial design,
provides an excellent basis for understanding that, in addition to its origins in
art, culture and craftsmanship, design has always maintained a close reciprocal
relationship with active entrepreneurial life. Jugendstil, Deutscher Werkbund,
Bauhaus, HfG Ulm, “die gute Form” (Germany), but also tendencies in other
countries such as the “Arts and Crafts” movement in England, the so-called Italian
style or the pragmatic American approach to design only succeeded in attaining
relevance within the context of design history as well as the society in general
because they sought proximity to business from the beginning. This realization
is as important for managers and designers as it is for the educational institutions
which train the managers and designers. They must all become aware that business/
technical strategies do not necessarily contradict design competence and creativity.
On the contrary: in times of increasing technical equivalence, it is becoming
more and more important to link the two aspects with one another.

3
Corporate Design
Fields of Action and How to Tackle Them
When people talk about corporate design nowadays in
connection with entrepreneurial action, they usually mean
the way a company presents itself on the market with regard
to advertising and image. A comprehensive corporate design
concept, however, takes an identity-oriented understanding
of design as its point of departure.
In this chapter you will learn:
• What is meant by contemporary corporate design
• What tasks the latter involves
• What challenges companies face with regard to their corporate design.

Introduction
“Good design increases sales; great design creates market leaders”.
– Raymond Loewy.
Anyone who addresses himself to design issues in entrepreneurial praxis these
days finds himself confronted with some tricky challenges. On the one hand, it
no longer suffices to limit oneself to the solutions offered in the framework of
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isolated design needs; rather, a whole series of such needs have to be taken into
consideration all at once. Whereas in-company design efforts used to be associated
primarily with the development of an easily recognizable logo, attractive stationery
and sales-promoting product packaging, the radius of action for corporate design
work has meanwhile widened considerably. It ranges from the visual definition
of company brands, the accouterments of business and classical advertising to
product and packaging design as well as the various forms of multimedia design
(Internet, Intranet, digital advertising media, corporate films, etc.), corporate
publishing (literature for sale to the public, business reports, employee/customer
newsletters, etc.), retail design, fair design and/or corporate architecture.
Figure 1: The Fields of Activity Encompassed by Corporate Design
Products
Product Design
Industrial Design

Corporation
Corporate Design (narrow sense)
Corporate Architecture
Event/Trade Fair Design...

Retail
Retail Design
Shop Design
Visual Merchandising…

Packaging
Package Design

Design

Communication/Advertising
Communication Design
Graphic Design
Photo Design…

Electronic Media
Web Design
Interface Design
Multimedia Design…

Not only has design’s radius of action broadened substantially in the past few
years, but so has the range of expectations and goals designers and design managers
of the present are required to satisfy. Whereas for many years design was called
upon to fulfill the demand of “beauty” – regardless of the criteria by which it was
judged – today it is required to please widely diverging target groups, provide
orientation externally and internally, satisfy technological, ecological as well as
ergonomic standards, distinguish itself from the competition in favorable manner,
take trends into account, possess independence, be innovative while at the same
time exhibiting continuity and family resemblance, but above all reap high sales
figures and market yield.
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In view of such multifaceted expectations, design work for companies has
become one of the paramount challenges of entrepreneurial activity. In order to
master the organizational and logical complexities which arise in this context,
companies require a high degree of integrative planning, steering and control. In
present-day entrepreneurial practice, however, the opposite tendency would seem
to prevail: the more well differentiated corporate design portfolios have become,
the less often companies – especially large-scale enterprises – entrust their various
design needs to individual persons or design agencies but, as a rule, a number of
different external service providers. One reason for this state of affairs is that the
design activities in the various divisions and departments of a given company
have meanwhile become so specialized that no external provider can competently
cover the entire spectrum. What is more, the organizational and decision-making
structures in most companies have become so decentralized that, not infrequently,
each department (marketing, product development, public relations, etc.) looks
for – and in many cases truly needs – its own design partners.
It doesn’t take much design know-how to recognize that in such a hyperdifferentiated design universe, the tasks of communication, coordination and
process management are becoming increasingly important. To master these tasks
effectively, an integrative approach to design responsibilities is required in practice,
despite – or precisely because of – the complexity of those responsibilities. As the
following discussion will show, there is essentially nothing new about this
requirement. On the contrary, as is so often the case in the area of management
theory and praxis, it’s really just a question of “old wine in new bottles”. That old
wine, however, is highly relevant for the present, for today it is more important
than ever before that this requirement be met. Against this background, the
meanwhile somewhat stale discussion concerning corporate identity and corporate
design takes on entirely fresh meaning.

Corporate Design
“Corporate design” is essentially a general term for all design tasks serving to
convey a company’s image on the market. Peter Behrens (1868-1940) is considered
one of Germany’s corporate design pioneers. Between 1907 and 1914, in the
capacity of artistic advisor to AEG, Behrens introduced a corporate image of a
consistency previously unknown in Germany. Among the other outriders of the
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corporate design movement in this country were Hans Domizlaff (1892-1971),
who designed the market image for such companies as Reemtsma and Siemens,
and Otl Aicher (1922-1991), who developed the visual market presence of
corporations like Braun, Bulthaup, Deutsche Lufthansa, Dresdner Bank, ERCOLeuchten and ZDF (German TV’s Channel 2). An important mastermind with
regard to the development of corporate design in America was Raymond Loewy
(1893-1986), who was responsible for the design of the Shell logo, the LuckyStrike pack and the Greyhound bus. He was accordingly one of the few designers
to cover a whole range of different design disciplines (visual communication,
product design, packaging design, etc.) with his work. Moreover, he was one of
the first designers ever to base his activities on modern market analyses and
introduce new products to the market with large-scale advertising campaigns.
Unlike many European designers – who associated design work with the
improvement of living standards for the broad public and sought to “reconcile”
people and technology by way of design – Loewy thus pursued highly pragmatic
market interests. The following quotation sums up his conception of design quite
nicely: “between two products equal in price, function, and quality, the betterlooking will outsell the other”. Yet another precursor of the corporate design
approach was Hans von Klier – the name reveals his German origins – who
introduced the legendary “red books” in Olivetti’s “Servizio di Corporate Identity”
department in the early 1970s. These volumes spelled out the design framework
for the corporate image which the national subsidiaries could fill in as they saw fit.
General design guidelines of precisely this kind are meanwhile par for the course in
the everyday design work of many a large company. Yet they are also gaining in
significance for small and medium-sized enterprises operating in the international
context and interested in ensuring uniformity of market image despite the high
degree of decentralization which characterizes their global activities – an undertaking
for which web-based Intranet solutions, for example, offer an excellent basis.
This historical overview of corporate design, however, should not close our
eyes to the fact that, in theory and praxis alike, there are widely differing
conceptions of what corporate design really means and what areas it encompasses
in any given case. Essentially, we can distinguish among the following three types
of corporate design definitions.
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1. Identity-oriented definitions which define design quite broadly and describe
it as the visual means by which a company expresses its identity
2. Design-oriented definitions, which are used primarily in the context of
communication design and which equate corporate design with the
company’s outward image
3. Brand-oriented definitions, which conceive of corporate design primarily as
one aspect in the design of brands and brand worlds – currently a very
popular outlook.

Corporate Identity and Corporate Culture
The approach to corporate design which prevailed especially in the 1970s and ’80s
was that which conceived of it as one element of the triad constituted by corporate
vision/mission, corporate culture/behavior, and corporate design/communication,
which joined to form a corporation’s identity. According to this train of thought,
corporate design can be described as a “continual design and communication
process” which pursues the goal of “creating a clear and unambiguous, positive
image of a company’s corporate identity in the eyes of its target group”.
Figure 2: Classical Tripartite CI

Corporate
Philosophy

Corporate
Culture

Corporate vision &
mission

Corporate values,
corporate behavior

Corporate
Communication /
Corporate Design
Inward and outward
corporate appearance

Like the terms “design” and “corporate design”, the term “corporate identity”
(CI for short) has never been clearly defined. In praxis it is equated with widely
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differing aspects, for example corporate guidelines, corporate self-presentation,
image, even processes of organizational development. What most of these
definitions of CI have in common is that they ultimately focus on the company’s
specific, individual qualities. What constitutes our actual corporate,
communication and/or product “personality”? How does this personality differ
from that of the competition? How can we ensure that it is perceived and
understood on the market as well as within the company itself, and provides the
desired impulses for action? These are the questions to which companies must
address themselves increasingly in the context of developing their identities.
One reason these identity-building processes are gaining in importance is
that corporate ownership structures are becoming increasingly broader and more
volatile. Whereas in former times it was the company founders – for example
Thomas Watson (IBM), Henry Ford (Ford Motor Company), David Packard
(Hewlett-Packard), Heinz Nixdorf (Nixdorf Computers), Werner von Siemens
(Siemens) and Gottlieb Daimler (Mercedes-Benz) – who shaped their companies’
identities and whose ideas, visions and idiosyncrasies served as internal benchmarks
for the employees’ behavior, such personified identity anchors are few and far
between in the widely dispersed ownership and management structures of presentday enterprises. All the more important, therefore, is the formation of corporate
identities through the verbal and visual expression of the principles guiding the
company and its individual divisions. There are three ways in which design plays
a key role in the formation of corporate identity thus defined:
• Strategic identity development: Because today’s competition and market
environments are strongly visual in nature, the companies operating in
those environments require not only factual abilities (e.g. technological or
financial) to develop their strategic orientation, but also – and increasingly –
aesthetic competence. Where decisions have to be made with regard to
corporate strategy (division development, positioning, segmentation,
innovation, portfolio management, etc.), visual techniques (visual
positioning and segmentation grids, style mappings, design-oriented trend
and opportunity analyses) are gaining in importance.
• Internal identity formation: In addition to verbal descriptions, imagery
can also help to convey identities. Even more importantly, visual imagery
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can be an important instrument for reaching the so very essential internal
consensus with regard to the company’s self-conception. The saying “pictures
speak louder than words” may initially appear rather banal in this context.
Entrepreneurial praxis shows, however, that even in lines of business for
which design has traditionally played no significant role (financial services,
capital goods, public institutions, etc.), visual techniques (visual scenarios,
collages, etc.) – used hand in hand with verbal techniques (identity analyses,
internal audits, story-telling/story-listening, etc.) – provide excellent means
of arriving at the desired results.
• Transportation of identity: In order for the identity of a corporation to be
perceived once it has been established, not only does the respective corporate
culture have to be put into practice, but the company also requires a
perceivable corresponding corporate market appearance through design.
Even if entrepreneurial and organizational developers frequently rank this
dimension as marginal within the context of identity establishment and
change processes, in reality it plays a decisive role. This doesn’t mean that
an entire corporate culture can be changed by designing a new logo. In
most cases more comprehensive aesthetic changes are necessary, changes
which are directly linked with the factual realities on the levels of culture,
performance and organization.
Nevertheless, many corporate development processes fail because they never
make it past the conceptual stage, and because they become concretely perceivable
and experienceable for neither the employees nor the customers. To keep this
from happening, however, fundamental changes in the corporate market
appearance are necessary – from the business furniture and fixtures to product
appearance, from packaging design to that of the shopping environment at the
point of sale. With regard to the formation of a company’s future identities,
design moreover plays an important role in internal communication (e.g., the
design of the Intranet interfaces, the employee newsletters, memos, etc. as well as
in the perceivable quality of working contexts).
These various measures are in danger of getting caught in a vacuum and missing
their target if they remain surface décor and nothing more. This state of affairs
can be avoided with the aid of a holistic, integrated conception of corporate
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design. What is crucial here is to advance from an arbitrary image to a corporate,
brand and product profile that truly expresses the essence of the company because
it derives from that company’s history (origins, traditional values), its present
(the corporate, brand and design culture presently being practiced) and/or the
future (the corporate strategy being pursued). Whatever sources a company
draws from in the formation of its individual corporate design strategy: in times
when the competition for attention, recognition and credibility is taking on
ever greater dimensions, the possession of a strong corporate identity and an
unmistakable corporate design to fall back on is an indispensable element of
every successful corporate policy program. To an increasing degree, not only
individual products compete with one another, but complex corporate, brand
and portfolio architectures.

Brand Design
The concept of brand design is closely connected to that of corporate design, the
difference being that the former has not been around as long. Once again, in
praxis there are widely differing conceptions as to what the term actually means.
In the stricter sense, all those concrete activities directly related to corporate
brands, division brands, product line or product brands are subsumed under
“brand design” – for example the design of brand logos, brand-specific product
packaging, claims, brand names, etc. However, the term “brand design” is
meanwhile frequently used synonymously with “corporate design” and essentially
equated with all design measures of importance for a company.
This widespread equation or substitution is primarily the result of the fact
that, in the past two decades, the “brand” has become increasingly important in
the consciousness of managers and companies as an independent orientation and
steering factor, for various different reasons: For one thing, the pressure to compete
by “being different” has increased substantially in the past years for most
companies. Where they are good and well managed, brands play a decisive role
in the attainment of differentiation advantages on the market. The greater the
resemblance between the actual performance advantages of different brands, the
more important their visual differentiation – by way of product design, packaging
and the other brand dimensions. We also have to take into account the fact that
most companies no longer possess just one brand (which is also identical with
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the company communicating that brand) but an entire portfolio of group,
corporation, company, division, product family, individual product and service
brands. Verbal positioning and differentiation grids hardly suffice to steer these
complex brand architectures effectively. On the contrary, what is needed here to
an increasing degree are visual instruments, for example brand-specific brand,
product and design guidelines.
However logical the conceptual transition from corporate to brand design
against the background of these developments, it is not entirely unproblematic.
In entrepreneurial praxis one does stumble across a tendency to equate brands
primarily with the image aspect of companies and products. Identity-oriented
aspects are often neglected in the process. The latter, however, are more important
than ever in times of increasing boundlessness with regard to target groups, need
structures, fields of application, technologies, materials, colors, surfaces and
textures. In the context of brand and brand-world design, the question as to how
the company or product is seen on the market is not the only decisive one. Of at
least equal importance is the matter of what the company’s self-presentation on
the market is supposed to achieve and what each individual product or performance
offer stands for. Only on the basis of a response to these questions can brand
design strategies lead to success.
Figure 3: Image-Oriented Versus Identity-Oriented Brand Conception
Before knowing
how a brand is perceived …

Image

… you should know what it is
… what it stands for
… where you want to go with it
Identity

External Perception

Internal Conception

View from outside: brand image, brand perception

View from inside: content, idea, distinct personality

Image-Oriented
Brand & Design Conception

Identity-Oriented
Brand & Design Conception

Primarily focused on
values of communication

Focused on real product values
and company competencies
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What we consider most important against this background is that companies
do not develop design strategies and guidelines out of the blue box (which is
unfortunately often the case) but clearly base those strategies and guidelines on a
consistent strategic framework. To develop such a framework, a company should
first look at its exsiting competence base and the way it wants to evolve it as
articulated in its corporate strategy. On this basis, a consistent brand platform
encompassing clear market analysis, brand positioning and the formulation of a
brand mission, brand vision and brand values delivers the perfect framework for the
development of general as well as area-specific design guidelines. Of course, such
guidelines can only provide general orientation. They should only serve as landmarks,
not hampering but clearly promoting creativity within a framework that provides
scope for the creation of a decisive corporate identity with the means of design.
Figure 4: Corporate Competences, Corporate Strategy and a Consistent Brand
Platform as a Basis for Developing Efficient Brand Design Guidelines

Brand Formation by Way of Design
With regard to the identity-oriented type of brand management called for here,
design thus not only bears an important function in the conveyance of a clearly
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defined and differentiated brand image to the customer. On the contrary, in
order to create just such a brand image and at the same time ensure its
sustainability, two ingredients are necessary: a high degree of strategic clarity as
well as a stringency of design that goes far beyond mere “gut feeling”.
Figure 5: Brand Formation by Way of Design

Long Term
Effects
Higher trust,
loyalty, retention,
usage through design
Action
Higher sales through design

Attraction
Higher sympathies/likeliness to buy
through design
Attention
Better market recognition
through design

A major factor in attaining important brand goals such as recognition,
attractiveness, trust, loyalty, customer retention and value creation is the tuning
of a company’s corporate identity, brand identity, communication and product
identities in clear harmony with one another and their firm anchoring in the
employees’ consciousness by way of guiding principles, strategies, training and
everyday business practice. Only on this basis can precisely these identities be
conveyed by design in such a way that they are and remain perceivable to the
customer. It is important that, in this context, the brand formation and its image
effects are seen as the result – and not the starting point – of a successful identitiy
building process. This is because a credible image can only be created on the
basis of consistent corporate, product and brand identities, i.e. a clear consensus
about what the corporation and its accomplishments really stand for. These days,
paying too much attention to image often distracts companies from thinking
about the directions in which they can develop in the future.
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Figure 6: The Interplay of Corporate, Brand, Communication and
Product Identities and Image

Design’s Fields of Activity
The wide range of corporate design applications in entrepreneurial praxis was
already pointed out in the introduction to this chapter. In order to provide a
company with an effective market image, it is essential not only to guide this
image by way of corporate principles and integrative CI/CD guidelines, but also
to manage each of these areas, in and of themselves, as efficiently as possibly. The
areas within the corporation which require specific shaping and control in order
to adhere to a holistic corporate design conception will be discussed here.

Communication Design
In the perception of a large proportion of managers, communication design limited
to two-dimensional areas of application (logo design, business cards, annual
reports, advertising, etc.) is still the dominant discipline in the corporate design
palette. This is actually surprising in view of the circumstance that, with regard
to both its historical development and its economic significance, product design
actually deserves at least equal status (but in reality tends to be somewhat neglected).
If communication design continues to be accorded a central role in everyday
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business practice, it is not least of all linked with the fact that everyone in the
company – even those remote from the market – encounters it daily in the form
of business cards, annual reports, company brochures, classical advertising, etc.
Whereas there are already huge differences between product design on the one
hand and communication design on the other, the same applies on a smaller
scale to the two core aspects of communication design: corporate design in the
stricter sense, i.e. as the design of all non-product-related communicative elements
of the corporate image (logo, business cards, annual reports etc.) and the
advertising aspect of communication design, usually product- or sales-offer-related
(ads, brochures, billboard posters, TV/radio commercials, etc.).
Figure 7: The Two Central Areas of Corporate Communication Design
Communication Design

Corporate Design

Advertising Design

(in the narrow sense)

Logo, corporate typography, corporate
signage, corporate color code, business
cards, stationery, other corporate printed
material (annual reports, etc.)

Newspaper/magazine ads, TV/radio
commercials, product brochures,
billboard posters…

However different the requirements connected with these tasks, the service
providers which carry them out differ from one another just as greatly. In the
past decades in Germany, for example, alongside classical advertising agencies, a
large number of corporate design offices and agencies for communication design,
for example Factor Design, Metadesign and Büro X in Hamburg, have succeeded
in establishing themselves on the market. In addition to these national providers,
in the context of the above-described brand design trend, an increasing number
of international agency groups, e.g., Interbrand, Futurebrand and Landor, have
formed, setting themselves the goal of developing global brand identities – from
logo, naming and claiming and corporate furniture and fixtures to packaging and
the brand image at the Point of Sale (POS). One crucial factor in this differentiation
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is the broad organizational distribution of different communication design tasks
within the company: whereas corporate design tasks in the stricter sense are
frequently located on the top echelons (executive floor staff, corporate
communications manager, etc.), advertising communication is usually assigned
to the areas of marketing and sales. The core tasks of holistic communication
design are:
• To create a uniform corporate image on the market in all of the company’s
primary communication areas (corporate communication, product/brand
communication, classical advertising, sales promotion, internal
communication, etc.)
• To ensure a uniform visual framework (CD guidelines) and adherence to
that framework in all communication areas
• To guarantee the connection between the visual communication strategy
and the corporate identity as well as the corporate strategy
• To fulfill paramount design goals: conspicuousness, ability to attract
attention, independence, unmistakability, continuity and easy
recognizability as well as innovation and compatibility with surroundings
• To guarantee media congruency (each medium has its own specific
requirements, which have to be taken into account in the process of putting
communication measures into practice).
In theory and praxis alike, the stringency with which these criteria are
interpreted and fulfilled differs greatly from one case to the next. In the past, for
example, logo design was considered the “sacred cow” of communication design,
required above all to satisfy the laws of continuity, simplicity and consistency. In
the meantime, however, there have been conspicuous shifts of focus here, on the
design side as well as – above all – on the design target group side. Colorfully
playful logos such as that of eBay, the variations to which the communicative
images of brands such as Nike are subjected virtually from one season to the next,
the daily changes in the web look of the search machine Google, etc. have changed
people’s patterns of perception and expectation, a circumstance which accords
communication design new liberties. One of the chief challenges facing companies
in the future will thus be to guarantee a high degree of recognizability and
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continuity in their market image while at the same time managing not to be
boring, but rather modern and always abreast of the times. In order to master
precisely this decisive balancing act in communication effectively, companies need
design concepts capable of transferring their strategic goals into visual
implementation grids.
Figure 8: Examples of Successful Communication Design

Product Design
Aside from communication design, so-called industrial design (the design of
products) is the second important core discipline of design work within the
company. Contrary to prevailing assumptions, the work of the designer does not
by any means consist solely in the “beautification” of a product, i.e., in the design
of its outer shell. On the contrary, present-day industrial designers serve a wide
range of functions within the context of a product’s development, from the initial
brainstorming to the development of product concepts to engineering aspects and
prototyping. In design theory, industrial or product design is defined as the creative
combination and shaping of subjectively perceivable product characteristics –
more specifically: the product’s functionality and user friendliness, formal language
and design principle, materiality and surface structure. In design practice, however,
these factors no longer really suffice for the design of successful products. There
are now a number of other important parameters which have to be taken into
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consideration, for example the framework conditions imposed by corporate and
brand strategies as well as market-related cultural values. Traditionally. industrial
design has based its self-conception primarily on the findings of gestalt and
perception psychology. According to this train of thought, good industrial design
should be capable of conveying product characteristics such as functionality, value,
quality, safety, user friendliness and/or image (prestige) to the user in a selfexplanatory manner. In this context, the designer is aided by, among other things,
the “theory of product language” (Steffen 2007). Based on the realization that
products communicate with their users by way of their design very actively and
in a wide variety of ways, this school of design theory was developed at the
Hochschule für Gestaltung in Offenbach in the early 1980s. To the extent that it
is followed to a “T” in its practical implementation, the theory of product language
offers the designer a means of checking his own design with regard to its formal
and aesthetic impact. In praxis, however, the theory of product language is seldom
really used in the conception of new designs. Here again, it can only be used to
full effect when it is not applied exclusively to the evaluation of internal aspects
of design (formal aesthetic requirements, harmony of design, etc.), but in
conjunction with important considerations of compatibility with the living
environments and lifestyles of the targeted consumer groups.
Figure 9: The Theory of Product Language (Steffen 2007)
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Products communicate information and emotions concerning their purpose
and their performance, their functions in terms of utility and status, as well as
their origins (brand and manufacturer). They moreover transport experiential
qualities as well as images and thus have a decisive influence on where they stand
with regard to competition. Their success accordingly depends on whether and
how companies succeed in working on the various levels of product design to
arrive at a superior product profile – an unmistakable product identity. Product
identity can be defined here as the sum of a number of unmistakable components,
listed below:
• Authenticity and target group orientation
• Aesthetic unity of technology, function and form
• Quality, continuity and reliability
• Aesthetic independence and individuality
• Simplicity and clarity
• Highly innovative and visionary character
The creation of clear product identities is thus not simply the coincidental
result of individual creative design processes. Rather, it arises from the targeted
provision of essential qualities with regard to the above-cited criteria, which a
company must work towards consistently over the course of many years. The
companies which have succeeded in securing this level of quality cultivate a form
of product design characterized by high distinctiveness, easy recognizability and
innovative force. In most cases, it is the product itself that has become its brand’s
best “ambassador”. Companies such as Apple, Audi, BMW, but also Still, Stihl
and Heidelberg owe their present market position not least of all to stringently
pursued design policies which have managed to achieve a kind of congruency
between the substance of the products on the one hand and the core values of the
brand on the other. The unity of identity and image so many companies strive
for can hardly be better accomplished.
The importance meanwhile borne by the development and defense of such an
independent product and design identity is visible on the global marketplace
wherever everywhere. For quite some time now, the cut-throat competition that
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is par for the course on that market has not only led to the increasing
standardization of many product concepts, but also to greater homogenization of
product design. The frequently bemoaned interchangeability of products is
accordingly no longer the result of their being more or less equivalent,
technologically speaking, but also – and to the same degree – of the assimilation
of their design strategies. Stylistic pluralism in design and the arbitrary choice of
product language – phenomena observed increasingly on the world market – are
clearly the wrong reaction to a situation in which market sales can no longer be
achieved by way of banal or ambiguous design solutions. With arbitrarily pursued
design policies many companies are currently undermining their own potentials
for attaining distinction on the market. They even run the risk of losing their
future “raison d’etre”. Against this background, corporate executives are well advised
to address themselves more resolutely than ever to the (further) development of
their companies’ corporate, product and brand identities.
Figure 10: Examples of Successful Product Design
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Package Design
Aside from the product itself, there is hardly an area which makes the cultural,
visual, technological and economic development of our everyday culture as plainly
visible as product packaging. Whether food, detergents or other commodities,
the packaged merchandise is often the most important mediator between the
manufacturer and the consumer. Packaging is accordingly not only a mirror of
today’s consumer society, but also – and above all – a prime vehicle of information
and emotions in the field of tension between identity, image and purchase decision.
In myriad cases, we would not be able to differentiate between products – i.e.,
products would not be able to distinguish themselves clearly from the competition –
if they were not offered for sale in packaging that adequately conveyed their
brand identity. This phenomenon applies not only to goods which require
packaging on account of their consistency. On account of the increasing numbers
of discounters, supermarkets and self-service stores as well as the growing
assortments of products on offer, ever higher demands are placed on package
design. For years now, packaging has no longer been merely served the function
of communicating the product’s rational, objective qualities, but is responsible
for emotionally luring the customer to buy. Only products which are capable of
being perceived on the shelf and arousing the customers’ desires find their way
into the shopping cart. In terms of product strategy, design thus plays an all-decisive
role in this context.
The strategic and operative challenges confronting package design are quite
similar to those described above for communication and product design. Ultimately,
package design is one more building block in visual identity management.
Important criteria of successful package design are:
• Conspicuousness and attractiveness
• Aesthetic independence and unmistakability
• The guarantee of an aesthetic unity of function, materiality and form
• The implementation of clear brand and product objectives
• Consideration of defined target-market segmentations
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• Communication of chief product benefits
• Observance of legal guidelines
• Targeted exploitation of important innovation potentials offered by new
materials and new structural design techniques.
Already the length of our list of criteria for successful packaging alone indicates
that this branch of design also can never live up to its potential – and will fail to
exploit important market opportunities – unless it is strategically integrated into
a holistic corporate/brand design concept. In present-day entrepreneurial practice,
however, a tendency in an entirely different direction is to be observed. Instead of
providing design with a solid strategic basis and thus taking steps to ensure future
market success, it is precisely in the area of packaging that companies have taken
to regarding design increasingly from the perspective of cost and purchasing
factors. This is understandable in view of the fact that the global packaging
market was valued at $459 billion in 2004 and is forecast to grow 4.2% annually
to $556 billion by 2009 according to a market study published by Pira
International and the World Packaging Organization. (The total value of
packaging in Germany alone is expected to exceed •25 billion in 2008.)
Figure 11: Examples of Successful Package Design
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Nevertheless, if design decisions are made in the future primarily by design
purchasers rather than design strategists, the respective companies will run a
clear risk of losing their distinctiveness and power to attract attention on the
market. Only if a sensible balance is achieved between cost and efficiency on the
one hand and strategic stringency and goal orientation on the other, will design
serve companies as stepping stones to success.

Multimedia Design
The increasing integration of information and communication technology into
every imaginable area of life and work signifies a lasting paradigm shift for corporate
communication. Denoted by such terms as “multimedia”, “Internet” and “online
communication”, electronically assisted forms of information and communication
are gaining substantially in importance. Marketing (purchasing, distribution,
sales, communication) is just one of the areas of business in which recourse to
electronic media is increasing continually. Regardless of all the paens that have
been sung to the “new economy”, Internet and online companies are today among
the most important business organizations in the world. But the consistent
employment of electronic pathways for information, communication and electronic
marketing (as one element in a stringently pursued multi-channel marketing
strategy) has become an essential component of corporate policy in most offline
companies as well. At the same time, as the mediatization of society advances, it
is shifting the character of classical electronic media – from the television and
telecommunications to electronic data transmission – ever more firmly in the
direction of interactivity and multimedia.
Corporate self-presentation, the construction of product and brand images
and the design of complex corporate identities are naturally being affected
increasingly by this development. For corporate design, this means an entirely
new set of challenges, having to do less with the mere employment of new media
than with the development of adequate forms of action and design, and thus of a
culture of digital communication and management. The range of offers being
touted by the service providers in this line of business is accordingly complex.
Multimedia agencies such as Neue Digitale in Frankfurt/Main or Virtual Identity
of Freiburg and Munich no longer conceive of themselves merely as multimedia
designers, and haven’t for quite some time now. In their offices, strategists,

74

DESIGN GOVERNANCE: DESIGN AS A KEY FACTOR FOR
INNOVATION AND ECONOMIC SUCCESS

conceptualists, designers and developers work together to create holistic digital
brand worlds ranging from the design of classical web solutions for internal and
external corporate communication (websites, Intranet solutions, etc.) and the
endeavor to access special target groups (Daimler’s domain www.mobilekids.net, for
example, is designed especially for children) to the design of elaborate internal
communication solutions (e.g., Siemens’s brand management platform “Brandville”,
the Allianz insurance company’s “Communication Cockpit” and Daimler’s online
corporate “Brand & Design Navigator” www.designnavigator.daimler.com) and even
complete shop solutions or innovative new forms of communication (BMW’s digital
film forum, for instance).
The way in which people use these new means of communication and the
high diffusion rate of information places companies under increasing pressure to
take action with regard to the quality of their own communications. Already
several years ago, it was ascertained that the quality of many digital media and
digitalized corporate self-presentations clearly failed to meet customers’
expectations. According to a study by Media Gruppe of Munich and the Spiegel
publishing company, more than 70% of all German corporate web presences
disappoint consumer expectations. The actual information value – which is the
basis of any and all communication aiming at continuity and user/customer
retention – often remains vague. Anyone who thinks that pretty pictures and
cute graphic gag suffice to make an impact in the communications network these
days is clearly on the wrong track.
Classical design objectives (conspicuousness, recognizability, the balancing
act between continuity and contemporaneity, etc.) are accordingly gaining in
relevance in the context of the new media. The identity of the product, the brand
and the company has to be clearly recognizable in every medium. Key contents
and visual signals must be integrated into the expanded presence, taking into
account the possibilities offered by each individual medium. As is the case in all
media, strategic communication with digital media demands an analytical and
conceptual approach and not mere lip service to current trends. The essence of
multimedia design, therefore, is not the external appearance, the “beautification”
of the contents any more than this is the case in other branches of design. Rather,
here as well, the objective is active communication, and the point is to exert a
positive influence on a company’s identity.

Corporate Design: Fields of Action and How to Tackle Them

75

Figure 12: Examples of Successful Multimedia Design

Environmental Design/Architectural Design/POE Design
A fourth field of activity in corporate design is environmental design (also referred
to as architectural design or POE = point of experience design). Though this area
of design tends to be neglected, its importance on the market should not be
underestimated. What we mean by environmental design are all of the design
measures taken in and by a company with the aim of shaping three-dimensional
spaces. Environmental design’s field of action accordingly ranges from the design
of new corporate locations, buildings or offices, fair design and the design of
holistic shopping worlds at the POS (shop-in-shop concepts, smaller in-shop
brand units, flagship stores, etc.) to the planning and implementation of brand
experience worlds à la Disneyworld or the BMW World. Frequently it is not
designers at all, but the members of related professions – for example architects,
interior decorators, construction engineers or office designers – who are entrusted
with environmental design tasks. To an increasing extent, though, classical
branding agencies are attempting to move into this line of business.
Regardless of who is ultimately made responsible for environmental design
tasks, the same corporate and brand-strategic criteria apply here as to the design
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disciplines discussed above. Here again, the concern is not with following one’s
gut feelings, but with the translation of a corporate or brand image for the purpose
of realizing a holistic corporate or brand design concept.
Figure 13: Examples of Successful Environmental (POE) Design

Integrative Design
Present-day corporate design thus involves the realization of a wide range of design
tasks, in view of which it becomes obvious that individual design needs can no
longer be processed in isolation, but must always be placed in the context of the
company’s generally perceivable market presence. It is no coincidence that –
under the heading “integrated communication” – entrepreneurial praxis has been
attempting for years to achieve better integration of all communication measures
with regard to content and form alike. The aim of these integration efforts is to
interlink the corporate tasks of marketing and design – and thus to counter their
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tendency to drift apart – consistently and sustainably in the manner set out below,
and thus to generate the greatest possible market impact with limited budgets:
• Establishment and anchoring of the guiding corporate principles in the
strategic and operative communicative field of action – a function of major
importance above all in internationally operating companies with noncentrally managed branches
• Integration of all means of communication in order to bring about a high
degree of recognizability and trust-building in the minds of the employees,
customers, investors and the public, thus heightening the effectiveness of
the budget applied
• Communication of competence internally and externally (employees, market)
• Precision in the briefing of external communication partners (advertising
agencies, PR agencies, graphic designers, photographers, etc.) on clear guidelines
• Reduction of uncoordinated tactical solutions in favor of a joint conceptual
orientation.
Experience shows, however, that, in practice, despite the fact that the game
rules on the market have changed substantially, the true integration of corporate
communication work still has not been carried out in many companies. One
major reason for this is the pursuit of strongly developed individual interests by
various departments and their respective external service providers and the
dominance of “individual solutions” that comes about as a result. The various
areas of design moreover frequently suffer from the subjectivity of their own criteria –
they lack conscious intermeshing with the company’s other strategic objectives.
Many companies of the present accordingly still have a long way to go before
they can be said to practice an integrated communication and design strategy.
Things will have to change: in the area of design – as elsewhere in the corporate
microcosm – the necessity for greater transparency, result control and budget
limitation has increased substantially. In this context, the demand for a new
quality consciousness, for networking, continuity and impact has gained in
importance – a state of affairs with special consequences for corporate design.
The aim of this development must be to interlink the various design activities
through compatible product, brand and corporate identities, and to do so in
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such a way that, in the meshing of the individual measures, synergies are achieved
which allow a high degree of economic efficiency.
In practice, these savings potentials are hardly exploited due to the lack of
guiding principles that would provide the necessary internal cohesion. Nowadays,
however, corporate design can only be successful if all measures undertaken by a
company with regard to design are recognizably linked with the respective product,
brand and corporate identities. Companies which do not have these identities at
their disposal and are accordingly not in a position to set a firm anchor – visually
or with regard to content – remain underdeveloped in their impact and gamble
away a major proportion of their potentials for success on the market.

Prospects
In summary, it can be said that corporate design has become an extremely complex
field of entrepreneurial action. Already in the past, corporate design has been
taking a kind of “roller coaster ride” (Herbst 2003). In view of the great number
of tasks and challenges facing it now, this ride will presumably continue for a
while longer. For not only has the competitive and differentiation pressure on the
market increased but, with it, the pressure within companies to work efficiently
and legitimize every form of expenditure. Together, external and internal pressure
have created a situation in which communication and design activities – which
have unfortunately become more and more expensive – can no longer be viewed
solely from the perspectives of innovation, marketing and aesthetics but, for quite
some time already, that of controlling.
In order to generate the necessary synergies and cost advantages under these
circumstances, it is crucial for companies to set about tightening up their internal
as well as external design structures. Among the losers in this development will
be the large design and branding agencies which are compelled to realize design
projects on the basis of overheads many companies can no longer easily afford.
The professionalization of design has meanwhile advanced to such a degree that
quality and efficiency in design work is clearly no longer a matter of size. On the
contrary: more and more companies have taken to having their design work carried
out by networks of small, flexible design providers which can adapt to the
companies’ needs much more individually and quickly than the large network
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agencies. Precisely because of the fact that these networks have to be integratively
controlled and managed, the strategic control of design work has taken on
significance above and beyond disciplinary and division-specific boundaries. This
doesn’t mean that specialized designers will now be replaced by “universal design
teams”, or that design should be subordinated to rigid design management
systems as a matter of principle. What the “T-shape” model (Brown 2005,
DTI 2004) teaches us is that, in design training as well as design praxis of the
future, the primary concern will be to link specialized competencies in the various
design areas with a superstructure of fundamental aesthetic, market-related,
technological and strategic know-how in a targeted fashion. Until these acrossthe-board competencies are well developed on both the design side as well as the
corporate/product/brand management side, however, companies will be compelled
to obtain support from external experts in this area.

Summary
In praxis and theory alike, corporate design still tends to be equated primarily
with the logo and a company’s basic identity vehicles (corporate logo, signage,
stationery, business cards, etc.) Integrative corporate design, however, encompasses
all of a company’s designed forms of expression: communication design, product
design, package design, multimedia design and the corporate architecture. A
chief challenge in the implementation of corporate design is the conceptual
integration of these widely differing areas of design and seeing to it that they
directly reflect the company’s strategic self-image, identity and corporate culture.
Such stringent integration, however, is rarely realized in reality – despite its
indispensability, not only with regard to considerations of design but, even more
importantly, for reasons of quality and efficiency. In the future, individual
corporate design units or individual CD agencies will no longer be able to cope
alone with the integration and process control tasks connected with this integrative
approach. Innovative organizational solutions as offered, for example, by integrative
service provider networks or created by so-called “brand and design steering boards”
are frequently superior to classical task-force and agency solutions.
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4
Design Management and Strategic Design
Managing a Critical Resource
Corporate design has a strategic and operative quality many
companies still fail to recognize. Design management – whether
carried out internally or obtained externally – supports the
process of building a distinctive, unmistakable identity.
In this chapter you will learn:
• How a company can develop and benefit from design’s potentials for success
• Why the design process should be very stringently planned and realized
• Why a strategic conception of design gives the designers greater design
freedom.

Introduction
“For a company that has achieved ‘world class’ in all other dimensions, the next
challenge is design… Quality design and the many contributions it can make to
a global corporation as a facilitator, differentiator, integrator and communicator
is, like most strategic resources, not an event but a process”.
– Robert Hayes.
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The days when design could be considered above all a creative service concerned
with exterior form are gradually coming to a close. In the entrepreneurial context,
design has meanwhile become a highly complex process in which, typically, a
great number of different people interact, numerous individual tasks have to be
mastered and huge resources are tapped. What is more, in the extremely welldifferentiated, highly competitive and dynamic environments in which companies
operate today, design has become a decisive factor for success. As the American
management guru and best-selling author Tom Peters already observed years ago,
“design is so critical, it should be on the agenda of every meeting in every single
department”. Logically, under these circumstances design successes can no longer
be left solely to chance. On the contrary, to cite Ludwig Mies van der Rohe, they
are the result of finely sub-divided, extremely extensive development processes.
In this context, the people concerned with design have to say goodbye to an
exclusively aesthetic/material understanding of design and subscribe instead to
an economically and strategically oriented one.
Essentially, therefore, designers have to understand that, whether they like it
or not, their work is automatically of high strategic significance for the respective
company’s economic success – the company which pays for the design services
and is accordingly dependent on them. As economic pressure on companies mounts
in the future, however, they will surely respond by taking a closer-than-ever look
at this aspect of entrepreneurial action as well.
Naturally, there is a danger of important competencies being curtailed in this
process, and of design being steered in the wrong direction by inadequate planning
and control mechanisms. To avoid such a development, the design factor has to
be dealt with in a new way. Design must open up to economic/strategic ways of
thinking, though without simply adopting standard tools from the areas of
management or marketing. Strategic design – and of this we are firmly convinced –
is not an overblown straitjacket. On the contrary: It can substantially increase
the creativity and degree of freedom in design processes. The first order of business,
however, is a new, up-to-date understanding of what is meant by “design
management” and “strategic design”.
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Design Management and Strategic Design
Brigitte Borja de Mozota has defined design management very generally as the
control of the comprehensive design processes in companies (Borja De Mozota
2003). Against the background of increasing differentiation of design subdisciplines, the rising economic importance of design projects and the great
number of decision-makers concerned with design issues in a company, it is clear
that integrated design processes cannot be left to chance. Rather, they require
appropriate planning, steering and control similar to the kind used in other areas
of companies as well: “Design cannot be regarded and managed as a separate
entity, but only as a complex, integrated whole within the framework of an overall
system. The prerequisite for the full effectiveness of design in a company is a
management which steers, shapes and develops this potential.” (Kern 2000)
In order for this to happen, the management must be aware of its strategic
and operative responsibility in the context of design – i.e. of the need for what
might be referred to as “design governance” – and anchor this responsibility in a
design management concept which is furnished with an adequate degree of
authority. This concept does not compete with marketing management, but –
on an equal footing and in close conjunction with the latter – realizes the
demanding goal of developing and controlling competitive advantages capable of
long-term effectiveness. Against this background, it doesn’t really matter whether
design goals are determined on the level of product and product-range design or
in conjunction with the development of integrated communication with the aim
of realizing a distinctive brand design. Competitive design strategies need
systematic planning, constant support from within the company and circumspect
steering by a design management that thinks in networking terms. They have to
be firmly anchored in the corporate philosophy.
If we define “strategic management” – as proposed by Aloys Gälweiler – as a
process of building the potentials for future successes (as opposed to just generating
near-term corporate success), we understand why design management always possesses
an inherent strategic dimension in addition to the operative one (Gälweiler 2005).
“Strategic design” thus means nothing other than evaluating design with regard to its
respective prerequisites and potentials for success in the value creation process, and to
make design’s effective potentials for future success its primary orientation. Strategic
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design management, in turn, means actively creating the conditions in the
company under which these potentials for success can ultimately be realized.
Figure 1: Strategic Design and Design Management
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Design

Design

Strategic
Design
Management
Strategic
Management

Design
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The call voiced in this chapter for a strengthening of design management
initiatives – and above all of strategic design work in companies – is nothing new.
On the contrary, it has been very popular for several years already. In addition to
a growing number of symposia, seminars and conferences, in the past four years
a conspicuous array of publications on this theme – primarily in English – have
appeared. What is more, there are many new degree programs, ranging from the
major in “design management” at the Cologne International School of Design
(KISD) and the independent Masters programs on the subjects of “design
management” and “design strategy” at educational institutions such as the
Inholland School and the Brunel University, to corresponding PhD programs,
for example the one at the De Montfort University in the UK. This development
should not blind us to the fact, however, that the strategic management of design
processes still exhibits substantial deficits, not only in Germany but also elsewhere.
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Levels of Design Management
In theory and practice alike, the term “design management” is frequently used to
refer only to the operative control of design processes. The latter include such
tasks as the organization of specific design projects, the selection and briefing of
design partners, budgeting and cost control and the coordination of design
decisions with decisions in other areas of the company (R&D, marketing, sales,
finances, etc.). Aside from this operative dimension, however, design management
also possesses an important strategic function. “Strategic design management” is
to be understood as the entire set of conditions a company has to create so that
operative design projects can be carried to successful conclusions. In addition to
fundamental aspects of design organization, the most important of these
conditions are: the embedment of design activities into the brand concept, the
identification of the relevant target groups, the linking of the design work with
the long-term product and product-line strategy, and design-oriented trend, market
and concept research.
Box 1: Levels of Design Management within the Company
Design Management Levels

Design Management Tasks

Operational Design
Management

• Securing the efficiency + effectiveness of the design process
• Administration of individual design projects

Functional DM

• Introduction of design as a function within corporate structure
• Management of design departments, design offices

Tactical DM

• Decision-making + communication within design process

Strategic Design
Management

• Development of design strategies
• Management of design as a “key success factor”
• Strategic resource allocation to design
• Design research, design positioning, design segmentations,
development of a specific corporate design language, etc.

Normative DM

• Turning design into a central aspect of corporate culture and
innovation policy

Let us continue with a description of the chief contents and tasks of both
operative and strategic design management.
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Operative Design Management
The chief objective of operative design management is as smooth an organization
of design processes in the company as possible. In this context, a distinction can
be made between internal design management (the steering of design processes
within companies) and external design management (the selection, briefing,
steering and control of external design partners). The internal product design
process can essentially be divided into six phases: the idea development and
conception phase, the model development and prototyping phase, the thorough
testing phase, the actual production phase and the subsequent processes of the
product’s marketing and sale.
Figure 2: Steps in the Design Process

A decisive factor for the fine-tuning of these processes is the pursuit of a
continual “stage-gate process” in which clear sub-phases are defined and the
transitions to each respective next stage are defined by precise guidelines. One
reason for the failure of many new product developments is the lack of clear
design process regulation of the kind described here, and the fact that, as a result,
design problems are only recognized at a point in the development process when
it is already too late to do anything about them. Moreover, the failure to adhere
to the stage-gate rules can lead to considerable costs for the company. Although
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many costs do not arise until the end of a development process, they are already
irreversibly determined at the beginning of that process. Operative design
management enables companies to improve cost control substantially. One means
of achieving such an improvement is to integrate design into the development
efforts right from the beginning, and not only at the end. When inadequate
briefing, insufficient strategic orientation or a lack of clear decision criteria lead
to the necessity of changes at the end of a development or design project, substantial
costs ensue in excess of the development budget.
Box 2: Example of a Stage-Gate Structure for a Design Process

Another chief responsibility of operative design management consists in the
selection, briefing and steering of external design partners. Many companies clearly
lack the means of mastering such a task. They lack the necessary familiarity with
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design issues, do not have a sufficient overview of the market and often base
their design decisions purely on gut feeling. As shown by the charts presented
below, aesthetic factors are by no means the only ones to be considered in the
selection of design partners, in the briefing and in the evaluation of design
services. Of at least equal importance are criteria such as experience and knowhow, cost efficiency and adherence to the timeframe, but also the congruency of
the designs with the company’s strategic objectives.
Box 3: Criteria for Choosing the Right Design Partners
Design criteria

• Personal style
• Up-to-date style
• Popularity
• Know-how
• Experience
• References
• Market stability
• Special capabilities

Process criteria

• Open-mindedness
• Communication
competence
• Team competence
• Technical + personal
resources
• Organizational
structure
• Location
• Availability

Efficiency criteria

• Total cost
• Remuneration model
(fixed fee, royalties…)
• Adherence to
schedules
• Job handling
• Quality of work
• Final market success

Box 4: Important Elements of a Comprehensive Design Briefing
1. Project Fundamentals
Short description of the design project, the major tasks involved (what is to be designed) as
well as of some fundamental information (timing, budget, project counterpart in company…)
2. Project Background
Description of the detailed project background as well as of the key strategic objectives of the
design project; information on the market, the competition, the brand positioning, the target
group, important trends, strategic sales targets and so on.
3. Project Specifications
Detailed information on important project specifications such as timetable and budget plan,
the organizational framework, important milestones, design guidelines and specific stylistic
and/or technological data (components, materials, functions, colors, size, weight, format,
haptic qualities…)

88

DESIGN GOVERNANCE: DESIGN AS A KEY FACTOR FOR
INNOVATION AND ECONOMIC SUCCESS

In order to ensure a uniform market presence in the various areas in which
businesses carry out design work nowadays (in corporate design, product design,
brand design, packaging, classical advertising, sales promotion, retail design, etc.),
these areas are making increasing use of integrative design guidelines. The specific
formulation and enforcement of such guidelines is a task to be located on the
boundary line between operative and strategic design management. To the extent
that the concern is merely with operative design grids for individual areas of
design work (e.g. rules for the application of the logo or the design of ads), operative
design management should take responsibility for the guidelines. But where the
concern is with ensuring a holistic corporate presence throughout various areas of
application, they should be assigned to the area of strategic design management.

Strategic Design Management
Whereas operative design management is concerned with the preparations for,
steering and execution of concrete design projects, strategic design management
is responsible for ensuring that the conditions are created for future design
successes on the market and raising an awareness of the importance of design in
the company as a whole. Thus apart from guaranteeing the resources and
competence essential for future design success (design know-how, design structures,
design processes, design budgets, etc.), strategic design management also
encompasses the aspects of design planning, design steering, design assessment,
design communication and design legitimization as well as overall design control
necessary for the realization of successful design strategies. The degree of
importance meanwhile attached to design management as a strategic factor in
business enterprises can be recognized – among other places – at the numerous
points of intersection presently existing between design and everyday corporate
activity. Aside from the more obvious interfaces with product policy, research
and development and corporate communication, there are others, for example
those with pricing and distribution policy, which are gaining steadily in
importance. Frequently, visually superior products with strong profiles are the
only ones capable of getting around the increasingly aggressive price competition.
In any case, higher price positioning and the sustainable realization of so-called
“price premiums” presuppose that a clearly perceivable additional benefit exists
for the customer. A design concept tailored to the brand and the product can
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help to create precisely this additional benefit (as we have already shown in
Chapter 1 with the “toilet brush” and “sugar package” examples.)
Just as a superior product concept and brand promise can earn the manufacturer
higher returns, sales middlemen (wholesale and retail trade, mail-order
companies, etc.) can also generate higher margins in the sale of products characterized
by strong brand identities and strong designs. Long-term listing and the ability
to convey strong signals at the point-of-sale presentation are dependent, among
other things, on the stringency of the product’s design, the design of its packaging
and the related brand strength. Products and brands which possess strong
identities and are accompanied by a well-wrought design concept can moreover
be launched on new markets and distribution channels much more easily than
products lacking this type of design concept.
The potentials of design for value creation briefly outlined here are just one
more indication of the integrative interface function which design management
fulfils today in the business context. In order to exploit it to the fullest possible
extent, the strategic planning of these interfaces by a professional strategic design
management team is of crucial importance.
The core tasks of strategic design management are:
• The formulation of a company-, brand- and product-oriented design strategy
• The development of guiding principles for all of the design activities carried
out within the company
• The establishment of design-oriented trend, concept and demand research
• The assessment of design know-how and design potentials in strategic and
operative design processes
• The content-related and organizational integration of strategic design work in
the company’s interdisciplinary innovation and product development process
• The drawing up of guidelines for corporate design/for the corporate identity
which is to result from long-term development
• The integrative coordination of all design activities in the company as well
as the constant supervision of their results and all related budgets.

90

DESIGN GOVERNANCE: DESIGN AS A KEY FACTOR FOR
INNOVATION AND ECONOMIC SUCCESS

New Tools in Strategic Design Management
One of the central aspects of strategic design management is the development of
design strategies capable of meeting the challenges of the future. In practice, there
are frequent attempts to apply classical tools of market and trend research, market
segmentation and product/brand positioning to design. However, classical market
research and strategic management tools frequently prove inadequate for the
development of effective design strategies and their successful implementation. In
the context of many new product tests, for example, innovative peaks are often
prematurely cropped. In the process, market research is often reduced to a kind of
alibi research for the purpose of defending the value assessments of those responsible
for design to the company management. Instead of promoting future-oriented
concepts, inappropriate methods are frequently used merely to test the solution
which meets with the greatest consensus. Truly innovative – and thus often highly
promising – (design) concepts have little hope of surviving under these circumstances.
The determination of design target groups using traditional segmentation methods
is equally problematic. Design-oriented target groups generally traverse classical
milieus and attitude clusters. According to Dirk Frank (professor of market research
at the Pforzheim University of Applied Sciences), the development of new market
research and planning tools for design os accordingly among the “chief innovation
tasks” in marketing as well as design management (Herrmann & Moeller 2005).
Without any claim to completeness, the following is an endeavor to show
means of attaining a new standard of quality in corporate strategic design
management with the aid of various innovative strategic methods and tools.

Design-Oriented Trend and Market Research
To design products successfully nowadays, it no longer suffices to rely exclusively
on one’s own instinct. The style universe has become so vast, the spectrum of
technologies, materials, colors, application possibilities, etc. so diverse, but also
dynamic. As a means of ensuring that the impulses required for one’s own work
are generated at an early enough stage, the systematic and comprehensive
exploration of new developments in design is gaining in importance. Classical
tools of trend and future research are generally not adequate here, since they are
not sufficiently tailored to design aspects. Apart from the expertise of design
trend specialists such as Li Edelkoort, companies are also increasingly taking
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recourse to specialized service providers – e.g. designafairs’s Color & Material
Lab, Modulor’s material database or specialist trade fairs such as Materialica –
which offer an up-to-date overview of the most important new developments in the
area of materials. Moreover, expert panels are also becoming ever more important in
the area of design. In order to find out what design trends will be successful tomorrow,
one shouldn’t rely on the outlook of just one specialist, but on the assessments of
several who are as different from one another as possible.
Yet another factor of decisive importance for the successful strategic planning
of new design concepts is the linking of aesthetical considerations with objective
as well as subjective developments in the market environment as called for, for
example, by the “triad of product effects” developed by Christoph Herrmann,
Dirk Lubkowitz and Alex Buck. (Buck et al. 1989)
Figure 3: The Triad of Product Effects
(and the “smart fortwo” Car Example)

Based on this triad, one is able to then discern highly valuable links between
general developments in the objective as well as subjective design context
(technological changes, changes in consumer preferences, etc.) and new stylistic
trends such as “bionic design” or “new edge”, establishing good grounds for future
design work.

92

DESIGN GOVERNANCE: DESIGN AS A KEY FACTOR FOR
INNOVATION AND ECONOMIC SUCCESS

Figure 4: Style Trends as Exemplified by
“New Edge” and “Bionic Design”
New-Edge Design concave-convex shapes | sharp + smooth edges | precisely defined surface boundaries…

Bionic Design soft shapes | free form play | inspired by nature…

Source: Bürdek 2005.
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A further important consideration in the context of developing new strategic
design tools is the area of design clinics. The latter are usually carried out after it is
already much too late – i.e. when the design solutions have already been brought
to realization, at least in the form of prototypes. Actually, recourse should be taken
to “concept clinics” – with the aim not so much to test finished designs as to obtain
important impulses for the design work itself – at much earlier points in time.
They so-called design potential analyses are likewise a form of strategic trend
and market research in design. In the preliminary stages of design strategy
development, apart from clarifying the strategic corporate and brand orientation
with regard to content, companies should carry out an analysis of their design
potential. The latter would provide them with a means of determining whether
the design of their products and/or overall visual self-presentation is sufficiently
conspicuous and capable of meeting the challenges of international competition.
In any case, they should address themselves to the question as to what potentials
their product ranges already possess and would be suitable for building on. In
practice, the systematic scrutiny of a company’s design potentials is still
undertaken much too rarely.

Design and Target Market Segmentations
Major methodological efforts are made these days whenever the need to identify
potential user groups for new products arises. Now that the traditional sociodemographic attributes (age, educational background, gender, income, place of
residence) have for the most part become irrelevant, the focus is on determining
and categorizing different lifestyles (which frequently traverse classical demographic
attributes). In his socio-cultural study of the Experience Society (Schulze 1995),
Gerhard Schulze introduced a lifestyle grid composed of five central “milieus”:
the established, harmony, self-realization, entertainment and integration milieus.
The firm Sinus Sociovision has been pursuing a very similarly structured, but
more strongly market-oriented approach to target-market identification since the
early 1980s. At regular intervals, Sinus publishes milieu charts which lend
expression to the fundamental value orientations of different societal groupings.
In the past fifteen years, these target group grids have become so popular that
they can almost be termed a currency within the strategic planning process of
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business enterprises in Europe. Nevertheless, when it comes to design issues,
they are of merely secondary importance. Time and again, praxis shows that
aesthetics as well as general product-group-related preferences are only
conditionally related to milieus and frequently even traverse societal class and
value models. If, for example, we take a closer look at the target group labeled
“demanding/sophisticated” in the Gruner & Jahr typology “Habitation & Living”,
we find it comprises both conservative as well as modern value patterns. From the
aesthetical point of view, this target group encompasses various style groups – for
instance value traditionalists, modern folklorists and design individualists.
Figure 5: “Style Groups” Versus “Target Groups”

Source: Bürdek 2005, Sinus Sociovison milieu grid, G&J typology Habitation & Living 5.

Design and Positioning
The aesthetic positioning of companies, brands and products, however, is every
bit as difficult and idiosyncratic as target group segmentation. Even if it is still
relatively simple to position companies, brands and products in the context of
rational factors – for example price or quality – it is very difficult with regard to
design, due to the fact that the stylistic possibilities have meanwhile become
extremely multi-layered and complex. Thus what is important for design-strategic
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positioning is less the identification of actual positions in the current market
environment than the formulation of a unique product and design language by
way of comprehensive stylistic principles as illustrated vividly below in connection
with the formulation of design principles and design guidelines. In this context,
the translation of general company and brand values into specific design
specifications presents a central challenge for the strategic design management of
the future – and one which many companies have yet to meet satisfactorily.
Figure 6: Aesthetic Positioning – The “Porsche Design” Example

Source: Porsche Design.

Design Roadmaps
The development of a design strategy based on consistency and self-similarity as
well as the ability to change requires a continual eye on the future. The aim here
is not only to make future design trends visible. On the contrary, a company’s
own possibilities for development in a future market environment have to be
probed at as early a point in time as possible, and in that context a concrete
design-strategic development path determined which extends from the future to
the present (and not vice versa). It goes without saying that a goal of this kind
cannot succeed on the basis of linear planning methods or mathematical
extrapolations. Work with design roadmaps, on the other hand, a method which
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has gained popularity especially in the automobile and electronics industry,
presents a viable alternative to conventional planning techniques. Roadmaps have
the aim of describing the further development of the respective company’s design
strategy in the future by means of the visual depiction of mutually coordinated
product generations. With this planning procedure, not only can a high degree
of reliability in the sense of consistent product portfolio planning be realized,
but also – and this is an aspect of fundamental significance for design – the
necessary adaptation of product generations to changing and latently visible
product and design needs is thus made possible.
In the multi-faceted processes of design development, design roadmaps can
be seen as visual planning instruments which call attention to options for action
and development steps in the field of tension between the present and the future.
As the example of the simplified Peugeot design roadmap demonstrates, such
roadmaps primarily pursue the goal of effectively linking future design concepts
with present-day design services. Only thus is it possible to ensure that a brand
like Peugeot remains abreast of the times and up to date and at the same time
recognizable – from the customer’s point of view – with regard to its own product
and design language.
Figure 7: Design Roadmap – The Peugeot Example
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Design Orientations and Design Guidelines
In times of high design complexity, the development of clear design guidelines
represent an important prerequisite for the guarantee of a uniform market presence
on the part of business enterprises. This state of affairs becomes all the more
important the more companies subject their overall product and design
development processes to labor division and decentralization, as is the case today
in nearly all areas of the market.
As a result of internationalization, the tasks of product and brand management
confront companies with complex strategic decisions which also have a direct
affect on design. What are the factors distinguishing the various key markets in
which a company moves? In that context, what role is played by central corporate
and brand values, and how important is a corporate presence of the greatest
possible uniformity even across boundaries – those between areas of business and
those between countries? How globally and how locally can, should or must I act
on the market? How can a company’s own corporate and brand values be
appropriately translated into generally applicable design guidelines?
These questions are a clear indication of how important it has become to carry
out careful research on product- and design-related demands and perceptions
regardless of national borders. And they moreover call attention to the fact that, in
the context of formulating design guidelines, if the conception is too narrow in the
technocratic sense, it will fall short of the mark. Already in their formulation phase,
brand and design guidelines should take into account the various interests and
strategic goals of company headquarters as well as the different branches and
subsidiaries. This integrative development is tremendously important, because only
if every responsible entity is prepared to commit him/herself to following the defined
guidelines in the context of his/her everyday activities is international brand and
design management possible, and only then can it be successful. Moreover, only
then can the synergetic networking of various (national) interests – and with it
the activation of local knowledge, creativity and competence – likewise succeed.
These processes moreover require new tools which permit the direct interlinking
of general corporate and brand principles with specific design principles. In strategic
business development, these two areas are still for the most part separate entities.
In this context it is extremely important to work with collages which assemble
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images, style, materials and/or colors. For one thing, collages of this kind help
define the scope of creative possibilities; for another thing they serve as an aid to
the necessary consensus-forming and decision-making processes on the road towards
reliable design guidelines.
Whereas visual design guidelines and style books are meanwhile almost par
for the course in the areas of corporate design and/or advertising communication,
the same is frequently not true of product design. Toni-Matti Karjalainen cited
Volvo as a highly instructive example of how brand values can be translated
relatively simply into concrete design guidelines for product design on the basis
of product language considerations (Karjalainen 2004). Similarly, in his PhD
thesis, one of the authors of this book was able to prove on the basis of Marvin
Minsky’s frame theory that customers tend to seek correspondencies between a
brand’s value proposition, its outer appearance and contextual reference frames
(Herrmann 1999) in the sense of an “internal” as well as an “external fit”. The
further development of such approaches will presumably be one of the foremost
tasks of strategic brand and design management in the future.
Figure 8: The Translation of Brand Values into Design Values –
The Volvo Example

Source: Karjalainen 2003a.
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The Organization of Design Management
Depending on the line of business, size of the company and specific task, the
need for design work varies, and with it – accordingly – the organization, steering
and implementation of defined design activities. The organizational integration
of design management is quite varied; foolproof recipes are virtually impossible.
Especially in smaller and medium-sizedcompanies, in-house design management
units are hard to come by because there simply is not enough work for them on
a continual basis. The source of far-reaching innovation potentials for these
companies is therefore cooperation with qualified external partners.
Box 5: Forms of Design Organization
External design services
External designers

External
design offices + networks

External
design consultancies

Design researchers

Internal design organization
Internal designers

Internal design department

Internal design manager(s)

Design function as part of corporate structure
Independent department

Design as part of other
department (F&E, Marketing)

Staff function

Spin-Off

Design hierarchy
Designer

Des. Project
Manager

Design
Manager

Chief Design Officer (CDO)

Design Steering
Board

Against the background of the continual improvement of the overall value chain
and the creation of new core competencies, this statement applies for all companies
without restriction – regardless of their size or organizational structure. In any case,
practical experience shows that the deliberation and steering of innovation and
design matters by external design experts frequently leads to more consistent and
more successful solutions than a design policy which is steered purely from within.
Regardless of the concrete organizational form, the decision to employ design
consistently as a competitive tool turns design management into a core strategic
area of the company’s management. This status requires constitutive commitments
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which must be recognized and put into practice by that management. More
specifically: a holistically oriented design management which is on par with the
company’s marketing efforts can only exist on the basis of an organization culture
which is as self-confident as it is capable of dialog.
Here it must be taken into account that the formal organization of design –
like the organization of other functional areas in the company – always goes hand
in hand with a certain informal structure: the structure of the interactions and
relationships actually practiced in the company. It is important to point out in
this context that the less the extent to which the formal structure corresponds to
the company’s strategic mindset, the greater the danger that the design work
carried out within the company will follow its own often very subjective laws and
thus defy any and all form of steering.
The ability of design management to perform effectively on a long-term basis
is thus determined to a decisive degree by the company’s ability to recognize
interfaces and translate them into sustainable, open team structures. The
implementation of team-oriented working methods through the reduction of
bureaucratic and inefficient hierarchies creates the basis for interdisciplinary,
synergetic action. Institutional framework conditions should be reviewed and
eliminated wherever exclusion and isolation lead to a lessening of the potential to
perform and of the necessary synergies, particularly in comparison with teamoriented project structures.
In the context of the changes which must be carried out – as described here –
in the content-related and organizational framework conditions, interdisciplinarity
means much more than the mere cooperation of various disciplines in the search
for solutions to design problems. The aim of this reorientation from the typical
division mentality to effective integration management is to overcome perceptual
limitations. Certain questions can only be posed and answered if the restrictive
perceptual shortcomings of one-sided marketing concepts or isolated design
activities are surmounted in favor of holistic market profiles.

Design Management and Efficiency
The corporate strategies hitherto considered valid – frequently based solely on
competitive edges in technology and marketing – are coming under increasing
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pressure to justify their existence. Following years of concentrated efforts in the
areas of process re-engineering, lean management and brand management, most
companies are presumably now capable of keeping their costs under control and
developing successful brands. Market stabilization, increases in sales and customer
retention, however, are more and more difficult to attain by way of such measures.
One of the few possibilities still available to companies for achieving greater
efficiency and margin protection in competition – apart from the fundamental
willingness and ability to undergo change – is to ensure operative excellence
throughout the entire value creation chain. In this context, innovation and design
policies play a decisive role. Due to these policies, the framework conditions of
the future production and sales policies are determined at a relatively early point
in time. The need for action which arises as a result is so conspicuous that it
boggles the mind to try to understand why fewer than 5% of all German
companies conceive of design and design management as strategic factors, as a
recent study showed.
One decisive reason for this circumstance is undoubtedly the fact that, in
practice, design is still equated with mere “product cosmetics”, “face-lifting” or
“styling”. It is moreover still assumed that designers care nothing about the
company’s concerns and take special delight in designing products that are difficult
to sell on the market. If we take a look at reality, however, we see that these
prejudices frequently serve to divert attention from the management’s own
inadequacies in dealing with design. In any case, experience proves the opposite.
Wherever companies practice design management successfully, it has not only
proved possible to attain qualitative competitive advantages by integrating design
at an early phase of the product development process, but also – and above all –
to realize cost advantages.
The philosophy of “good form” (Gute Form) which emerged in the 1960s not
only sharpened companies’ awareness of aesthetic issues, but also did a lot to
promote cost consciousness. Distinguishing itself clearly from the concept of
“styling”, it led to the development of design standards which corresponded to
the situation of economic reconstruction by designing products that made sparse
use of material, were production-oriented and easy to maintain.
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Essentially, costs always ensue in the product development process, even
when the company does not procure the services of external designers. In relation
to the other development costs, however, design represents no more than a
minor factor. What is more, designers are often remunerated for their work in a
turnover-dependent manner – in the form of royalties. By linking their
remuneration with the success of the design, they actively participate in the
investment risk and thus make a decisive contribution to the efforts to flexibilize
costs. What is more, experience shows that the implementation of consistent
design management – more specifically, design management which takes all
important functional areas into account from the earliest product development
phase onward and is integrated into a holistic innovation process – can help to
shorten development phases considerably. This likewise leads to important
efficiency advantages for the company.
Yet cost reduction alone would not suffice to justify efforts to make design
management more efficient. Here it is also necessary to take into account the
effects successful design has on the earnings. For example, long-term customer
retention and successful competitive positioning are both much easier to achieve
with independent design solutions of a quality superior to that of the competition
than without them.
Nor should we overlook the increased importance of brand and design aspects
for the way a company is assessed by the public. As is well known, companies
which have strong product brands and corporate identities at their disposal have
a substantially higher value on the capital market than “no-name” companies,
even when the latter achieve similar sales volumes. What is more, many companies
these days can only afford to invest in product and brand innovations by acquiring
additional funds on the money market. Ever more frequently, recourse is taken to
outside capital and private equity funds to squeeze through financial bottlenecks.
In keeping with increasing rivalry for the favor of investors, the demands placed
on the quality of management in business enterprises have likewise substantially
increased. This is a circumstance which also applies to the quality of design
management. With regard to these areas, the present-day money market expects
companies to perform in a manner that stands international comparison.
Experience shows that companies which have a unique brand personality and
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unmistakable product design at their disposal frequently are more successful at
gaining the investors’ favor than those which do not. It is no coincidence that in
the context of company acquisitions, the brand value already has a decisive
influence on the calculation of the company’s value. The primary reason for this
state of affairs is that, far more than any other factor, brands determine companies’
credibility, trust and – above all – sustainability. What is more, the less a company
succeeds in attracting the attention of its customer groups by way of classical
brand-building strategies (e.g. advertising), the greater the importance of product
design, but also of other design areas, for example retail design and/or multimedia
design, gets for effective brand creation. Seen from this perspective, stringent
identity and profiling strategies and their implementation within the framework
of strategic design management take on a whole new meaning.

New Liberties in Design
The ideas discussed here with regard to strategic design and design management
might appear at first sight to be something of a straitjacket for a line of business
otherwise based in good part on creativity. A closer look, however, reveals that
design management pursues an entirely different intention. As in all other areas
of a company’s operative and strategic management, it is important that design
management is not carried out in too rigid a manner. On the contrary, it should
be shaped as a recursive process which is constantly measured by the yardstick of
praxis and which processes impulses from praxis. Moreover, strategic design should
never be developed and implemented by design managers alone, but always in
close coordination and cooperation with the involved designers, developers, product
managers and other important stakeholder groups in the company.
For the designers, stringently implemented design management does not
ultimately rob them of their freedom, but, on the contrary, adds to it. For one
thing it enables designers to concentrate entirely on the actual design task and
work more effectively towards successful design solutions. What is more, it puts
designers in a better position to communicate their own design developments,
advocate them within the company and, where necessary, defend them against
resistance. To quote Christoph Loch, professor of innovation management at the
French management school INSEAD, “you have just come up with the most
beautiful design ever devised. You know it will dazzle the product engineers,
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factory managers, salespeople and customers alike. But when you present your
design to the management, you are devastated by a cacophony of hostile reactions.
‘This is goof! And it doesn’t even fit the product line. Is it a strategic priority to
fill this tiny market niche? Who told you to mess with this product area anyway;
that is the responsibility of department XYZ!’ You are not alone – history is
filled with brilliant product ideas that did not go anywhere in the organization.
It is not always objectively clear what the best design is. That depends on the
evaluation criteria. And even if the ‘best’ design exists, it does not always win. If
you want your design idea to be heard, you have to understand who the ‘players’
are in the organization, what their objectives are, and you need to give them the
feeling that they are involved. This element of ‘politics’ is not necessarily a sign of
a dysfunction, but reflects the inherent ambiguity and fuzziness of important
product decisions”. (Loch 2003)
The stringent implementation of design management also represents new
liberties for the company as a whole. Even where no concrete design guidelines
have been instituted, many companies keep their dealings with design under
tight limitations – and fail to take proper advantage of their design potentials as
a result. They place their bets on obsolete design strategies and feel committed to
design principles which are no longer abreast of the times. If it is correctly
comprehended, design governance does not reduce the horizons. Rather, by
showing companies the wide range of possibilities they have at their disposal for
the development of an independent product and design language, it helps to
broaden those horizons. Once a company has recognized the diversity of its options
for action, the next step is to arrive at clear design solutions on the basis of
targeted strategic considerations. It is precisely to this end that strategic design
management is needed. Even if many companies are still a long way from taking
such an approach to design issues, design’s future lies in this approach – in all
certainty. In any case, the failure to take advantage of the opportunities thus
presented is tantamount to substantially limiting one’s potentials for success – a
state of affairs most companies will hardly be able to afford in the future.

Summary
These days, nearly every link in the entrepreneurial value creation chain is subject
to stringent efficiency considerations. The same applies to design, but only to a
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limited degree. In design, the opinion prevails that creative activities cannot really
be controlled and require as much independence as possible to be successful.
Praxis, however, shows that precisely the opposite is true: not only for reasons of
economic efficiency, but also – and just as importantly – against the background
of the need for effective goal attainment in design, the design process in companies
should be planned, steered and controlled in a manner compatible to that practiced
in other areas of the value creation chain as well, though without restricting
creativity. Not only the operative tasks of design management, but also – and
above all – strategic design governance matters are gaining in importance. Here
the aim is not so much to steer specific design projects, but to develop and
cultivate design-related potentials for success and implement them profitably on
a long-term basis. This involves, among other things, the development of design
visions and design roadmaps, design positions, design segmentations, but also
the area of design-oriented market research. The decision to proceed in this
manner offers companies clear advantages and makes the designer’s work easier.
It is unfortunately still quite rarely the case, but the designer’s creative scope
can be broadened by protecting him or her from subjective – and accordingly
erroneous – value judgments.
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5
Design and Innovation
New Trends in a Global Powerhouse
Design is usually considered an additional layer of
beautification which only comes into play at the end of the
innovation process. Actually, however, design is a chief
innovation driver requiring thorough reorganization in the
globalized network economies of the present and future.
In this chapter you will learn:
• How important design is for a successful innovation policy
• How the essence of innovation itself is changing and what that means
for design work
• What opportunities as well as risks thus ensue for Western and Asian
companies and design providers.

Introduction
“The more deeply design is integrated into the company’s innovation system, the
greater its economic benefits are”.
– Yrjö Sotamaa.
Since the publication of the Theory of Economic Development by the famous
development economist and innovation analyst Joseph Schumpeter in 1911, if
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not before, it has been a generally acknowledged fact that innovations are among
the chief growth drivers at the disposal of individual companies as well as entire
national economies. Particularly in Western economies – which are having
increasing trouble holding their own effectively in the face of the wage and
production-cost advantages presented by increasing global competition – the
innovation factor plays a key role in the defense of market positions (Klomp &
Van Leeuwen 1999).
However, not only Western businesses have recognized the significance of
innovation. In times of global competition, constant technological advances and
extremely dynamic market conditions, innovation has become a central orientation
and control factor for enterprises in every sector of the economy and every region
of the world: “The ever-increasing pace of technological change is the primary
impulse that guides the development strategies of nations enjoying high economic
growth. The diverse range of technological possibilities creates unprecedented
change and as a consequence organizations are required to be responsive and
adaptable to such conditions. For many, product innovation is a fundamental
strategy for sustaining organizational development in extremely turbulent
environments. Organizations are concentrating increasingly on responsiveness
and flexibility through innovation”. (Hardaker et al. 1998, p. 172)
But innovations should not be taken for granted. On the contrary, the influence
innovations have on entrepreneurial success is dependent on a wide range of
different factors. In the early 1990s, for example, Gemünden et al. took an extensive
empirical analysis as a basis for proving that the manner in which a company
succeeds in mobilizing internal as well as external resources for innovation and
integrating them into the innovation process is decisive for the success of the
innovation and the resulting success of the business (Gemünden et al. 1992).
Particularly in times of ever shorter product life cycles, the effective
networking of innovation management with other areas of corporate management
(strategic management, marketing and sales, finance and, last but not least,
design) – in addition to an effective embedment of innovation management
into the goal system and organization of an enterprise – is to be regarded crucial
for innovation success and its influence on the company’s overall success. In
the words of innovation and marketing experts Glenn Hardaker, Pervaiz Ahmed

108

DESIGN GOVERNANCE: DESIGN AS A KEY FACTOR FOR
INNOVATION AND ECONOMIC SUCCESS

and Gary Graham, “the rapid delivery of a new product clearly requires effective
integration between design, engineering, marketing and manufacture enabling
organizations to be adaptable and responsive to market conditions”. (Hardaker
et al. 1998, p. 172)
The field of “design innovation” is still nowhere near putting this integrative
outlook into practice, however. True, in the past years people all over the world
have become increasingly aware of the importance of business considerations for
design. Frequently, however, design is still thought of in this context as a pure
“beautification tactic” which only enters the stage at a relatively late phase of the
innovation process. But the fact that an extremely crucial role is to be attributed
to design in the genesis of breakthrough innovations – and, what is more, that
the majority of successful and sustainable product innovations would hardly be
conceivable without the respective revolutionary design ideas and solutions – is
often overlooked, by Western and Asian companies alike. Reason enough to devote
an in-depth discussion to the important interplay between innovation and design
in this chapter.

On the Essence of Innovation
The term “innovation” derives from the Latin “novus”, meaning “new”. Through
the addition of the prefix “in”, the act of “making anew”, i.e., the introduction of
something new, is emphasized. In addition to systematic innovation work,
innovations always bear a connection to design. Many new products – from the
light bulb to the iPhone – are the result of creative acts which consistently comprise
a fundamental act of design. There is an element of design even in innovations in
which no designers have explicitly participated. There’s simply no such thing as
no design. Even the most consciously pursued no-design strategy always leads to
constructive/formal solutions which ultimately take concrete shape. A recent
research project carried out by the authors in Germany shows that especially
small and medium-sized investment goods providers frequently have their new
products designed by their development teams (i.e., engineers) – with considerable
influence on the potentials of the related technological innovation for success.
A telling example of this phenomenon is provided by the German process
automator SICK. A good part of the reason why this company’s new ultrasonic
flow meter FLOWSIC 600 sold so successfully on the world market was that a
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thorough revision of the product’s external appearance was undertaken for the
latest generation. As a result, the explicit advantages of this product (quality,
longevity, reliability) are conveyed much more conspicuously than was the case
with the previous version.
Figure 1: Design as an Important Success Factor in
the Innovation Process – The SICK Example

Source: Sick Engineering GmbH | Schmidt & Schumann Gesellschaft für Kommunikation GmbH.
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On the Importance of Design
An essential prerequisite for the close-knit networking of innovation and design
tasks under discussion here, however, is the recognition of the importance design
bears for the success of an innovation. Theory and praxis alike show that design
can serve as a lasting reinforcement factor in an innovation process. It can already
provide effective support in the idea-generating phase, it makes new product
ideas tangible at an early stage, is important in the development of marketable
products and can help again to redesign existing products in such a way as to
lower costs (“design to cost”) and/or increase the probability of success (“design
to build”). Design moreover possesses an important function in the context of
product differentiation, profiling and the communication of new product-line
logic in terms of innovative system intelligence. Above all, however, it makes the
innovative qualities of a new product concretely perceivable. Important product
aspects such as value, reliability, high engineering standards, etc. are frequently
apparent to the viewer – and thus the potential buyer – only by way of the
respective product design. This is a circumstance which applies not only to
consumer goods but also to the capital goods sector. As one example of many, we
can cite SÜSS MicroTec, a manufacturer of production and test equipment for the
Figure 2: Strengthening Innovative Power, Lowering Costs –
The SÜSS MicroTec Example

Source: SÜSS MicroTec.
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semiconductor industry. Within the framework of a revision of its product designs
by the designafairs agency, SÜSS not only increased the salience of its innovations,
but moreover succeeded in lowering the marking costs for its new products.
In literature on this subject, the important interrelationship between innovation
and design has been comprehensively analyzed (Berkowitz 1987, Mutlu 2003,
Mutlu & Er 2003, Rothwell & Gardiner 1988, Tether 2004/2005, Verganti
2003, Walsh et al. 1992). These studies can be summed up in nine key functions
which design possesses for the innovation process:
Box 1: Important Functions of Design in the Innovation Process
1. Design for invention – design as an important provider of impulses, not only in the
generation of new product ideas, but also in the selection and integration of new
technologies, forms, colors, materials, applications, system solutions, etc.
2. Design for redesign – design as an important function in the revision of products to make
them better and/or reduce the costs of manufacturing
3. Design for usage – design as a function which helps to optimize the applicability,
functionality, and ergonomics of products
4. Design for demonstration and testing – design as a means of demonstrating the technical
feasibility of products and testing that feasibility by way of design models or concepts
5. Design for manufacturing – design as an important function for the construction of
product solutions which take production parameters into account
6. Design for innovativeness – design as a function which helps innovative products convey
their value and innovativeness better
7. Design for sustainability – design as a function which ensures the quality, longevity, but
also the easy recognizability of innovative products
8. Design for differentiation – design as a function which helps to distinguish a company’s
own innovations from those of the competition
9. Design for marketing – design as a means of increasing the attractiveness and salience
of new products and facilitating market introduction

The False Primacy of Aesthetics
In view of the wide range of positive effects described here, the emphasis still
placed on the aesthetic-creative side of design innovation in both theory and
praxis is surprising. The following statement by Tim Brown, CEO of the
renowned design provider IDEO is typical of this primarily visual perspective
on design: “because it’s pictorial, design describes the world in a way that’s not
open to many interpretations. Designers, by making a film, scenario, or
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prototype, can help people emotionally experience the thing that the strategy
seeks to describe”. (Brown 2005)
Indeed, the visual qualities of design should not be underestimated. They
help make abstract ideas and strategies quickly tangible and thus verifiable. But
design should by no means be reduced to these functions, or diametrically
contrasted with technical innovation, in the manner done by Robert Verganti,
design professor at the Politechnico di Milano (I): “we may define design-driven
innovation as an innovation where novelty of message and design language is
significant and prevalent compared to novelty of functionality and technology”.
(Verganti 2003 and similarly Mutlu & ER 2003).
Figure 3: The Typical Conception of “Design Innovations”
Falls Short of the Mark
High

Novelty of Design

Innovation of
Design
Technological
Innovation

Low
High

Low
Technological Novelty
Source: Tether 2005, p. 9.

In our view, such a limited interpretation is problematic for a whole series
of reasons:
1. The either-or principle: To contrast design with technological innovation
means to define design automatically as something “other than”, something
“additional to” the technical innovation. In fact, technological and design
innovations are closely linked in the sense of a “one-as-well-as-the-other”
principle. The APPLE iPhone, as we know, is fascinating by virtue of its
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highly innovative software and its external appearance. And the revolutionary
Dyson vacuum cleaner has only achieved such world success on account of
the fact that the technological principle it conceals (centrifugal dust
separation) is made outwardly visible by the translucent design. What is
perhaps the most striking example of the close interplay between
technological production innovation and design is provided by the Bosch
IXO cordless screwdriver, the world’s most successful power tool. The objective
advantages of this product (battery technology, good manual manageability,
reliability) succeeded in developing their effect on the market because they
were linked with an extremely successful design concept responsible for
the product’s having sold more than six million times since its rollout.
Figure 4: The BOSCH IXO Power Tool – Example of an Extremely Smooth
Interplay between Technology and Design

Source: Robert Bosch GmbH.

2. Thinking in project terms: In our view, the contrasting of design and
innovation is also problematic for an entirely different reason: it brings
about a highly questionable tendency to think in terms of projects, in
which design is regarded as an activity unconnected with the actual
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development work. Such conceptions see design’s primary task as the
“prettification” of an individual project to correspond to the tastes of the
potential buyers. Even if such strategies can be quite successful in isolated
cases, they contradict the fundamental principles of sustainable innovation
and brand policies. These policies must aim not to produce mere “nine days’
wonders” but to create a portfolio of innovations that will be successful on a
long-term basis and – to the extent possible – build on one another. A
concept of this kind requires entirely different forms of innovation and design
policy which intermesh the two with one another and makes them
compatible with integrative product, brand, technology and design roadmaps.
3. False orientation of the design discipline: What is perhaps the greatest
challenge with regard to the current debate on design in and for the
innovation process is, in our view, an entirely different phenomenon: with
its increasing emphasis on such aspects as creativity, styling, branding,
etc., the design discipline has become farther and farther removed from its
actual point of departure, namely the product. On the one hand this
development is evident in the changes that have come about in the various
discourses on design: whereas the language of design used to be dominated
by terms like “productivity”, “functionality”, “ergonomics” and “utility”,
the latter have meanwhile largely been replaced by marketing terms such
as “branding” and “identity” (Bonsiepe 2007, p. 33). What is interesting
about this observation is that it is actually mirrored in reality. If you enter
the word combination “brand” +“design” into Google Scholar (a search
machine for scholarly texts), you get altogether 372,000 hits. The word
combination “product innovation” +“design”, on the other hand, only gets
you 38,100, i.e. substantially fewer hits. This is by no means a purely
linguistic phenomenon, but a reflection of real-life design praxis, as is
evidenced by the empirically provable fact that an increasing number of
classical design firms such as Frog Design and Fitch have redirected their
focus from pure design to brand and design consulting (see
www.frogdesign.com, www.fitch.com). Against this same background, the
design provider Enterprise IG recently went so far as to rename itself
altogether. The new name: “Brand Union” (www.thebrandunion.com).

Design and Innovation: New Trends in a Global Powerhouse

115

Figure 5: From Design to Brand Management –
The Brand Union Example

Source: www.thebrandunion.com

As a consequence of these extremely fundamental transformations, “apples”
are frequently sold as “pears”, and on account of a primarily aesthetic
perspective many a customer may well find himself stranded somewhere
in brand-strategic no-man’s-land. Quite apart from that fact, however, we
are of the opinion that, with this trend, design runs the risk of tripping
itself up. Of course, the creative holistic ways of thinking that are
characteristic of many designers are playing an increasingly important role
in the innovation process. Moreover, the interrelationship between brand,
product conception and product design is quite crucial as we have already
shown extensively in Chapter 3. But by putting all its eggs in the brandstrategic/aesthetics basket, the design discipline is only confirming the
prejudice many managers and engineers still hold against it. And what
this prejudice says is not entirely unjustified – that design may be capable
of supplying effective solutions for the creation of a good product exterior,
but due to its lack of technological and market-specific know-how should
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stay as far away as possible from the actual work of conception. For
innovation success, this point of view is more than counter-productive.
Design agencies such as Teams Design (in Stuttgart and Shanghai) or Attivo
Creative (in Milan) could hardly provide clearer evidence of the fact that
things can go much differently, and that there is a highly lucrative market
for design agencies above and beyond the preoccupation with “branding”.
These agencies not only employ industrial designers, but also a great number
of engineers in order to meet the increasing demand for integrated “design
engineering” services.
4. Irrationality: We have yet to point out what is presumably the most critical
problem connected with the above-described tendency to dichotomize
innovation and design: irrationality and egotistical focus on one’s own
professional field – factors which can work strongly against innovation
success – are thus further reinforced rather than reduced. Many engineers
and marketing experts still think of design as a discipline pursued above all
by “queer birds” who spend their days dreaming of creative triumphs “with
a cup of coffee in one hand and perhaps even a cigarette in the other”
(Reese 2005, p. 22), but usually do not have the necessary know-how
required for successful product development. Quite frequently, the result
is friction and a feeling of interference. The latter arises between designers
and engineers, for example, in cases when designers propose constructive
improvements that question the functional solutions developed by the
engineering team. A few years ago, Prof. Michael Krohn (design professor
at the Zürich Hochschule der Künste) vividly described this phenomenon
in the magazine Design Report as follows: “When a designer says he could
imagine this element being angular, what he means is: angular is another
possibility. But an engineer thinks: now he’s going to make this element
angular. Engineers often see this as interference in their area of responsibility.
We’ve never done things that way, we’ve always done things this way, anyone
can just come along and – this is how we can sum up the engineer’s reactions
to the designer’s proposals. You go to a designer and you expect a certain
thing. If the designer not only fails to fulfill this expectation but possibly
even questions the engineer’s work – why didn’t he put the battery in the
back instead of the front? – the engineer has the feeling that someone is
interfering with his area of responsibility”. (Design Report 2004)
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The typical communication problems between designers and managers are
quite similar: “We often hear managers complaining that they can’t communicate
properly with designers, that they can’t work in teams with them to realize
marketing goals, that they can’t get the designers to see the ‘big’ strategic picture,
and above all that they shy away from curtailing the creative freedom they think
designers need. Designers, on the other hand, often tell us an entirely different
story. They often feel as if they are left to their own devices in the context of
creating a design. They would welcome being supplied with useful pointers, but
often receive nothing but general guidelines which can mean anything and
everything… As designers have often told us, managers don’t see the designer as
a member of the strategic team or as a strategic player. This situation is hardly
surprising. Marketing managers and strategists usually have their educational
backgrounds in business, engineering or law. They have a strong tendency to see
things from an analytical perspective, which frequently accords the world of design
little scope or none at all. The persons in question normally feel uncomfortable
when they are confronted with design issues”. (Pförtsch & Schmid 2005, p. 24)
In their contribution to the Fifth European Academy of Design Conference in
Barcelona in 2003, the three design experts Rachel Cooper, David Hands und
Andrew Wotton showed that mental barriers such as these frequently prevent the
successful integration of design into corporate innovation work. In their paper
they not only shed light on the political dimension of design projects, but also
provide a long list of typical barriers for design in companies.
Box 2: Typical Barriers for the Implementation of Successful
Design Management in Business Enterprises
Barrier

Characteristics

Design Illiteracy

Managers who do not know what is involved in design activities and
who do not have the experience to appreciate the contribution
design and designers skills can make.

Design Segregation

Companies who repeatedly out-source design expertise may have a
tunnel view of what the design function does. Design consultancies
are brought in with specific deliverables and objectives to complete
which often limit the scope or influence on any other aspect of the
business beyond the project in hand.
Contd...
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Contd...

Lack of Vision

Some designers blame managers who lack the creative vision to
understand how taking risks and developing new markets through
design and innovation will separate the global leaders of the future
from the rest of the companies.

Poor Communication

Lack of co-ordination and shared goals cause a divergence away
from corporate aims. Departments become self-sufficient and less
team orientated.

Perceived Risk

Often companies link design with high risk and fail to acknowledge
the potential benefits for strategy and growth.

Sourcing Expertise

Less experienced companies may find sourcing & managing design
expertise a difficult challenge. Without guidance mistakes can be
made and such experiences have negative effects on future use.

Cost Constraints

Many managers still view design as just a cost instead of weighing
up the potential rewards. Efforts are being made to convince such
companies expecially SMEs to adopt a design strategy to aid
future growth.

Company Politics

Company politics surface at all stages of proposed development, self
interest from separate business units may often prevent the uptake
of a new strategy aimed to create a common corporate goal but which
may reduce their individual resource allocation.

Tradition-bound behaviour

Hierarchical and bureaucratic behaviour. Often a set corporate
culture, where strategy is dictated from the top, can inhibit designers
and marketers from being creative. Such companies have a clear
format and employees are reluctant to stray.

Source: Cooper et al. 2003, p. 6.

Shifting the Focus from Creativity to Innovation
To break out of the classical mentality which regards design and innovation as
irreconcilable opponents, a new conceptual approach to innovation is needed
which conceives of design as an integral part of innovation management in
companies. How different the results can be – depending on whether design is
integrated into the innovation process or not – has been clearly illustrated by
Udo Lindemann, professor of product development at the Technical University
of Munich, with the help of the following two examples from his own professional
experience: “In the first case we had optimized a product from the technical and
economic points of view; the construction work was near completion. Now the
designer was invited to ‘take a final look’. What was left for this ‘poor guy’ to do?
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Who would have consented to a reconstruction project in the form of an increased
budget and accepted the delay in the product’s launch? In the second case, the
designer was involved before the machine concept was established. Following
some intensive and vehement discussions, the outward appearance of the machine
was determined with the resulting conceptual consequences. The later fair and
market success confirmed that the decision to collaborate had been sensible”.
(Lindemann 2005, p. 298)
A new understanding of the role of design in the innovation process
automatically implies that the work of the designer changes as well. In the
industrial context, perhaps more than anywhere else, it is becoming more and
more important for designers to have sufficient knowledge of technical and
construction aspects at their disposal – in addition to creative-artistic skills – and
to know how innovations can not only be developed but also efficiently
manufactured. “That designers should give attention to possible manufacturing
problems associated with a design has been advocated for many years. Traditionally,
the idea was that a competent designer should be familiar with manufacturing
processes to avoid adding unnecessarily to manufacturing cost. However for reasons
such as the increasingly complex technology incorporated within many products,
the time pressures put on designers to get designs on the shop floor… and the
increasing sophistication of manufacturing techniques, this simple view of the
product development process has become invalid. It is therefore being recognized
that more effort is required to take manufacturing and assembly into account
early in the product design cycle”. (Boothroyd 1996, p. 19) In addition to merely
becoming more familiar with manufacturing processes, however, designers also
have to increase their grasp on innovation if they want to do justice to the important
role they will be granted in the innovations networks of the future. In order to
elucidate these circumstances and underline the importance of design for innovation
success, the Danish Design Centre developed the model of the so-called “design
ladder” a number of years ago. This model not only clearly emphasizes the necessity
of a holistic innovation- and process-oriented design mentality, but also shows
that the conception of design as a pure form-giving task corresponds to a nowoutdated phase in the history of the design discipline (for a more detailed
discussion on this point, see Kretzschmar 2003 and Sotama 2007).
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Box 3: The “Design Ladder” Model
Step No. 1
Design as an inconspicuous part of, for instance, product development, performed by members of
staff who are not design professionals. Design solutions are based on the perception of
functionality and aesthetics shared by the people involved. The points of view of end-users play
very little or no part at all.
Step No. 2
Design as styling: Design is perceived as a final aesthetic finish of a product. In some cases,
professional designers may perform the task, but generally other professions are involved.
Step No. 3
Design as process: Design is not a final part of a process but a work method adopted very early in
product development. The design solution is adapted to the task and focused on the end-user and
requires a multidisciplinary approach, e.g. involving process technicians, material technologists,
marketing and organization staff.
Step No. 4
Design as innovation: The designer collaborates with the owner/management in adopting an
innovative approach to all – or substantial parts – of the business enterprise. The design process
combined with the company vision and future role in the value chain are important elements.
Source: Kretzschmar 2003.

The interesting thing about the “design ladder” model is that it is based on
empirical data which proves that there is a close connection between each respective
conceptual stage of design and its ability to generate an actual growth in sales
(Kretzschmar 2003; Svid 2004). In other words: he who is aware only of the
aesthetic-creative aspect of design, the styling, the brand effect, etc., but does
not regard design as an integral element of the innovation process relinquishes
important potential on the market.
Professor Yrjö Sotamaa, president of the Helsinki University of Art and Design,
refers in this context to a simultaneous “horizontal as well as vertical expansion”
of design. According to this train of thought, design is not only becoming ever
more important as an element of the innovation process but, more than that, for
the strategic differentiation of business enterprises in general. To meet this double
challenge, it does not suffice merely to call for abstract “design thinking”.
Well-founded methods, tools and the development of industry-specific abilities
are also necessary if design is to realize its full potential in the innovation context
(Sotamaa 2007).
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Figure 6: Interrelationship between Design Innovation and Sales (After an
Empirical Study by the Swedish Association of Industrial Designers; SVID 2004)

New Trends in Innovation Management and their Consequences
for Design
In order to assess the role of design in the innovation context correctly, it does
not suffice to enumerate the more or less abstract benefits design holds for
innovation success or to point out the need to intermesh technical and aesthetic
design tasks more closely. It is moreover essential to open one’s eyes to the changes
in the framework conditions for development and design work in industrial praxis.
Apart from the fact that in many industries innovation has to struggle
increasingly with the problems of “overinnovation”, the proliferation of technology
and increasing globalization, and above all fundamental changes in corporate
and innovation organization and innovation sourcing will not fail to have an
impact on design work. To increase one’s own corporate, innovation and market
success in the future by means of the effective integration of design, it will be
crucial to take these changed realities into account.

Trend I: Overinnovation
An important aspect which is often overlooked in innovation and design work
alike is the fact that what we have in many areas is not too little but too much
innovation. Numerous studies show that as many as 70% of all new product
launches still fail. There is an excess supply of products in nearly all areas of the
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market, along with hypertrophic brand and product competition. Against this
background, another critical factor apart from careful product development is
the optimization of the product range (by means of reduction, restructuring and
supplementation). Richard Clarke, former CEO of the Arthur D. Little consulting
firm coined the term “smart innovation” to refer to this principle of parallel
elimination and incorporation of complexity by means of a targeted product-line
policy (Clarke 2006). Innovation management in the twenty-first century will
therefore not only have to generate constant new innovations, but also integrate
them into a well-balanced product range which itself must regularly be reassessed
and, where necessary, reduced.
Figure 7: Smart Innovation

Source: Clarke 2006.

Design and Innovation: New Trends in a Global Powerhouse

123

For design work, these developments involve challenges as well as opportunities.
On the one hand, design has to make sure it doesn’t further heighten the dangers
of “innovation overkill” by “overdesign” (Reese 2005, p. 80), i.e., exaggerated variation
and constant changes of design. On the other hand, with regard to the development
of segmentation strategies and product-line rationales (good/better/best) – which
are still implemented quite insufficiently in many industries – design can take on
an important role and thus make a major contribution to the reduction of innovation
complexity (cf. Ammann & Schaerer 2007, Gochermann 2004, Herrmann &.
Moeller 2007). Already this very simple context alone is a clear indication of why –
particularly in investment goods companies – innovation and design work should
always be integrated into overall product, brand and product-range strategies as
opposed to carrying out one isolated development project after the other.

Trend II: Technology Proliferation
Whereas in the past, design was essentially more of a craft in which manufactorial
skill and aesthetic intuition were united in a single hand, the importance of new
technologies has risen sharply in the past two decades. Technologies such as CAD,
virtual prototyping, sintering and other rapid prototyping/rapid manufacturing
methods as well as new communication and information technologies have
introduced radical changes to innovation and design work.
Figure 8: New Technologies and the Role they Play in
the Innovation and Design Process

Innovation Technologies
(IvT)
“Create”
Information
Technologies:
e.g., computers &
servers, open systems,
bandwidth, sensors…
Communication
Technologies:
e.g., Internet,
WiFi/3G, EDI…

Innovation Technologies:
e.g., search tools, modeling &
simulation, visualization/VR tools,
rapid prototyping…

“Itensify”
Information &
Communication
Technologies
(ICT)
“Enable”

Source: Dodgson et al. 2005.
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In our view, the fact that innovation and design work is becoming increasingly
technological presents the design sector with enormous challenges in three
different ways:
a) Organizational Challenges: The increasing application of new technologies
strongly increases the chances of design works becoming more and more
“dichotomized” in the future. As time goes on, design will presumably
split down the middle between more conceptual activities which require a
lot of experience as well as a certain amount of creative intelligence and the
more manually/technically oriented activities of subordinate detail-related
tasks which will possess a very routine character. In other words, the
conceptual/strategic “front end” and the manual/technological “back end” –
historically carried out by one and the same person – will specialize and
differ from one another to a previously unheard-of degree. Even if these
specialization tendencies can already be discerned in the design industry,
the trend has not yet been adopted wholeheartedly by most design agencies.
It represents clear potentials for increasing efficiency, however, by setting
up corresponding departments in design firms, as well as with regard to
the possibility of outsourcing subordinate activities to third parties. In
recent years, high-tech sectors such as the chip industry, but also creative
areas such as advertising have demonstrated how this development works.
Increasing global competition in the design area will presumably force the
design industry to carry out similar adaptation measures (Ernst 2006,
Herrmann & Moeller 2008b).
b) Conceptual Challenges: The great risk in applying new technologies to the
design process lies in the fact that, while these technologies allow
concretization at an early stage, these early concretizations do not always
lead to optimal product solutions in terms of functionality on the one
hand and creativity on the other (Eckart 2006, Thilmany 2006). From the
conceptual point of view, it is therefore becoming ever more important to
separate the strategic/creative conception work from the more technicallyoriented CAD-based construction work (naturally without blocking the
important networking of the two activities). Only then can the application
of new technologies truly lead to success and help to increase efficiency in
the development process, rather than reduce it.
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c) Functional Challenges: Particularly in Germany, but also in other parts of
Europe and the world, there is – historically speaking – a relatively rigid
division between product design, corporate design and the new design
areas such as 3D and new media design.
Figure 9: Increasing Convergence of Design Disciplines

In conscious opposition to the current tendency to lump together everything
that reeks of design, it is important to acknowledge that each of the various
design disciplines have their own set of competencies and qualifications. However,
there is no doubt about the fact that the individual design areas are increasingly
overlapping: “The classical distinction between the 3D world and the 2D world
of communication and design, this strict division, is becoming less and less, let’s
say, defendable, and more and more permeable. People sometimes migrate from
one area to the next. Take a particular example: Interface design has components
from industrial design as well as from communication design. Traditional divisions
between areas are becoming obsolete”. (Gui Bonsiepe in conversation with Te
Toki A Rata 2004). Digital design is therefore to an ever greater degree to the
outrider in a process of increasing conversion in design. Already today, it is
playing an ever more important role in the areas of product development,
corporate architecture, POS communication, and even in the context of
packaging design.
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Figure 10: Control Panel of the New DECKEL-MAHO Ergoline MachineTool and Kellogg’s Packaging Study with Integrated Learning Software –
Examples of the Increasing Conversion of the Design Disciplines

Source: Gildemeister, Enterprise IG.

This is just one more circumstance the design industry will have to adjust to
if it wants to meet the growing needs of its corporate customers. In any case, it is
hardly surprising that, more and more frequently, firms traditionally concerned
with different tasks altogether – e.g., the new media agencies – are the ones
presenting classical design firms with competition.

Trend III: Globalization
Innovation and design are by no means merely national topics these days. On
the contrary, they are happening in a global context – not only, because many
new products are manufactured globally and have to survive on the global market,
but also because the innovation process itself is becoming increasingly globalized.
In several branches, e.g., the software and semiconductor industries, major
proportions of the development work are no longer carried out at the respective
global player’s headquarters, but in offshore locations scattered all over the world.
Design work has likewise become ever more international. Large automobile
manufacturers meanwhile run design centers across the globe. Volkswagen, for
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example, not only has design centers in Wolfsburg, Ingolstadt and Potsdam, but
also in Shanghai and California. Conversely, KIA just recently opened its European
Design Center in Frankfurt. Internationalization in the design context differs,
however, from that in manufacturing and R&D in that here cost-related
considerations do not play such a paramount role. On the contrary, the concern
in the design sector is better performance in terms of greater proximity to the
market, as well as greater diversity and creativity. On the other hand, cost aspects
can indeed play a role in design, as is shown by the area of packaging. The
increasing portfolio streamlining and concentration on a few central “global brands”
being pursued by the majority of FMCG manufacturers have enabled them to
realize considerable economies of scale by means of intelligent global design
management (Chang 2007, Nelson & Vogler 2002). Against this background,
we can certainly imagine scenarios in which a division of the kind discussed
above is implemented: Basic creative/conceptual work could be carried out locally
by a “lead design agency” while adaptation work is assigned to outsourcing and
offshore partners worldwide. Here again, the advertising industry can point
the way by providing numerous illustrative examples. And here again, in the
medium and long term the above-described tendencies can be expected to affect
not only the area of basic design activities (e.g., in the area of packaging), but –
to an equal extent – the considerably more complex “engineering design” of
investment goods.

Trend IV: Make or Buy?
The deliberations discussed above are already clear indications of the fact that
the trend toward globalization is closely linked with a fourth trend field, namely
that of outsourcing, and thus with the question as to how much a company
should do on its own and how much it should entrust to external partners.
Various current studies show that the outsourcing potentials of most companies
are a long way from being exhausted. The Mc Kinsey 2007 Global Executive
Survey, for example, revealed that, at 21%, the proportion of product
development outsourcing is far lower than that of manufacturing activities
(amounting to as much as 59% in some parts of the manufacturing industry),
to cite just one example.
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Figure 11: Proportions of Strategic Partnerships and
Outsourcing in Various Value-Creation Areas

Source: McKinsey 2007.

According to a joint study by Booz Allen Hamilton & NASSCOM, the topic
of innovation outsourcing and offshoring will gain substantially in importance in
the coming years. The market potential to date will presumably double by the
year 2011 (NASSCOM 2006).

$200

123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
$150
123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
$100
123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
$50123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456
123456789012345678901234567890121234567890123456

2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020

Value of Services Offshored ($Billion)

Figure 12: Innovation Outsourcing (2006-2020)

Source: Dehoff & Sehgal 2006, p. 3.
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One of the most interesting things about this development is the fact that, in
addition to classical routine activities, more sophisticated conceptual development
tasks will also be outsourced more frequently in the future. The prognoses moreover
tell us that in this context cost arguments will recede into the background in favor
of other important steering factors such as “quality of service” and “time to market”.
Figure 13: Development Tendencies in Innovation Outsourcing

Sources: Booz Allen Hamilton/NASSCOM, Dehoff & Sehgal 2006, p. 7.

What the developments described here imply for design is that the latter will
likewise have to be viewed increasingly from the “make or buy” perspective as
time goes on. In the process, it should not be overlooked that the “buy” aspect
has always played a greater role in industrial design than in other functional areas
due to the extremely specialized competencies it requires. Nowadays only a very
small percentage of primarily large-scale, technically-oriented consumer goods
manufacturers have their own design departments or, even more rarely, design
units in various locations across the globe. The great majority of companies,
however, buy design services externally. There are various reasons for this state of
affairs, not the least of which is the fact that, in comparison to other product and
innovation costs, design services are relatively reasonable.
On the other hand, if we take into consideration the fact that the strategic
significance of design is gaining in importance as a differentiation factor in saturated

130

DESIGN GOVERNANCE: DESIGN AS A KEY FACTOR FOR
INNOVATION AND ECONOMIC SUCCESS

Figure 14: Share of Design Costs in the Overall Product
and Innovation Costs

Source: Hollins & Pugh 1990.

markets, the “make” aspect takes on new significance. Not only the automobile
industry, but also other manufacturers (e.g. mobile phone companies) are making
increasing use of in-house design as a means of securing their competitive
advantages over their rivals and countering the increasing “copy-paste” mentality
in the area of design. Nokia pursues an extremely clever hybrid strategy: the
company awards concept contracts to external design offices as a means of
obtaining important impulses from the market, but has its final designs produced
in-house (Richter 2007).
What the NOKIA example shows is that the design sourcing of the future will
presumably not be a matter of “either-or” solutions but (essentially in the manner
of a total sourcing matrix) of “one as well as the other”, on the basis of which
in-house innovation and design teams will collaborate with external innovation
and design providers in what could be referred to as creative innovation networks.
The composition of these networks, and above all their effective operative and
strategic management, incidentally, will be a challenge – perhaps even the
paramount challenge – for innovation and design management of the future.
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Figure 15: Total Design Sourcing Matrix
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Source: Herrmann & Moeller 2008b.

In this context, so-called “total design cost” models represent an important
tool for the evaluation and management of such networks from the business point
of view. Most methods hitherto employed for the projection of design costs have
their origins in manufacturing logic, and accordingly focus primarily on aspects
of central importance for manufacturing such as material, production and
administration costs. The actual development and design costs are taken into
account here as one of several sub-factors. (Ehrenspiel et al. 2007)
Another means of obtaining a picture of the “total design cost” – if from a
substantially different perspective – is to focus primarily on the design and
development costs while at the same time pursuing the question as to how the
sum of these costs can be set at the most optimal level possible. Where this
approach is taken, not only the total sum of direct costs (actual design and
development costs) should be taken into account, however, but also the related
indirect (transaction) and follow-up (material, production, guarantee, etc.) costs.
The performance dimension, in the form of opportunity costs, should likewise
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Figure 16: Example of a Total Cost Approach from the Area of
Technical Product Development

Source: Ehrenspiel et al. 2007, p. 506.

be integrated (e.g., costs in the form of revenues never earned because existing
better design solutions were not realized) in order to arrive at a comprehensive
and objective assessment of the make-or-buy question in design. Such
comprehensive analyses are indispensable for truly objective sourcing decisions
in the design area. They mirror what – from a customer’s point of view – is often
referred to as “total cost of ownership” (Ferrin u. Plank 2002).
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Box 4: Example of a Total Design Cost Approach
Clearly Addressing the Design Aspect
TDC Total Design Cost = DDC + DTC + DFC + DOC
DDC
= direct design cost (internal or external)
DTC
= design transaction cost (administration, steering cost)
DFC
= design follow-up cost (engineering, production, warranty…)
DOC
= design opportunity cost (image + quality aspects, degree of creativity +
uniqueness, strategic fit, market potential…)
Source: Herrmann & Moeller 2008b.

Trend V: Innovation Organization
The changes in the innovation context roughly sketched above have led in the
past years to a fundamental change in internal company innovation organization.
This circumstance has not failed to have consequences for design work, precisely
in the industrial context. Where product development used to be an activity that
was steered by an internal research/development department, now – in the fifth
generation of innovation organization – it is usually carried out in non-centralized
innovation networks which, ideally, are as well networked in structure as they are
capable of acting flexibly (Rothwell 1994, Tidd 2006, Tidd et al. 2005).
Box 5: Generations of Innovation Organization after Roy Rothwell
Five Generations of Innovation
1. Technology Push Model (1950s/1960s): Very simple linear innovation model-oriented
towards technology push
2. Need Pull Model (1960s/1970s): More market-driven innovation process with corporate
shift towards “market pull” in times of increased market share battles
3. Coupling Model (1970s/1980s): Tightening of innovation process with coupling of different
corporate functions (R&D, Marketing, Finance…) before background of increased corporate
consolidation and rising cost awareness
4. Parallel Process Model (1980s): Increased parallelization of innovation steps; integration
of innovation processes within the firm, as well as upstream with key suppliers and
downstream with key customers; rising importance of linkages and alliances to increase
overall innovation efficiency
5. Systems Integration & Networking Model (post 1990): Systems integration and extensive
networking, flexible and customized response, continuous and open innovation in order to
meet increased resource constraints and to give allowance for higher flexibility and speed.
Source: Tidd 2006, p. 3.
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Development structures have changed significantly within the organization
as well. In many companies, individual development teams have been replaced
by special project teams which interlink and cluster the competencies of a wide
range of functions, thus helping to overcome mental barriers.
Figure 17: New Forms of Teamwork as a Basis for Surmounting Mental Barriers

Source: Ehrenspiel et al. 2007, p. 24.

Logically, within the framework of this new organization of innovation, internal
company processes change to an ever increasing degree. The various stages of the
innovation process, for example, are today frequently no longer arranged in linear
sequence but exhibit to a large extent an overlapping independent project structure
(Karjalainen 2007a).
The fundamental changes in corporate innovation described here will not fail
to have consequences for the design work of the future. Within increasingly
overlapping processes and network-like organization structures, the functions and
working methods of industrial designers are changing. To an ever greater extent,
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the latter no longer serve as mere designers, but are becoming important innovation
partners. In order to do justice to this role, however, the self-conception of
industrial design work must still undergo substantial further development.

From Innovation to Collaboration
What is undoubtedly the most conspicuous phenomenon of the innovation and
design work of the future, in our view, is the fact that in this context the classical
corporate, professional, economic and even political boundaries are becoming
increasingly hazy. Innovation: in the future it will be less and less the achievement
of an individual, and ever more the result of collaborative value creation networks
which strongly question the traditional conceptions of organization, competence
and business. What this means for business enterprises is that they will have to
say goodbye to the traditional “corporative-centralist model” of their structure
and process organization to an increasing degree (for a more detailed discussion
on this topic, see Rycroft 2003, Street et al. 2003). It is not so much the protection
and manifestation of existing resources as the establishment, steering and
continuous further development of global value creation networks that will
determine the future earning power of companies to a decisive degree.
“As change accelerates, our stocks of physical assets and knowledge depreciate
at a more rapid rate. Flows of new knowledge become critical to competitive
success and these flows occur only in the context of relationships. Successful
strategies will depend on privileged positions in rich networks of relationships.
In this world, the primary value of assets is their ability to help us build and
sustain relationships… Rather than remaining tightly locked within the firm,
creation activity will shift beyond the boundaries of the firm. By harnessing
productive friction, companies will spawn global creation nets – institutional
mechanisms to drive both product and process innovation on a global scale
across thousands of specialized participants… The edge is becoming the core…
As competition intensifies and we seek to build new sources of advantage, peripheries
and the boundaries that separate us from others will become more central as sources
of innovation. Our institutional cores will remain important, but increasingly
their importance will depend on their ability to help us explore and engage with
others on the edge. By paying more attention to the edge, we will be better able
to refresh and redefine our core”. (Hagel & Brown 2006, pp. 7, 8, 12)
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These comments, presented by the two management pioneers John Hagel III
and John Seely Brown at the 2006 World Economic Forum in Davos, are not
mere wishful thinking, but the description of a state of affairs which has already
long been a reality in many companies – as various praxis-oriented innovation
studies have shown. In the past years, for example, under the motto “connect and
develop”, Procter & Gamble has consistently converted its own innovation
management from a centralist model into a decentralist network approach far
exceeding company boundaries very successfully – not only for the company
itself, but also for numerous suppliers, service providers and research institutes (a
large proportion of them medium-sized in scale and structure) on the periphery
of the P&G organization (Huston & Sakkab 2006). Procter & Gamble claims
that, by 2010 at the latest, it will generate half of its new product ideas outside
the company. Today that proportion already amounts to 20% (Engardio &
Einhorn 2005).
Hewlett Packard is venturing down a very similar path: “‘Our strategy is now
to work with global networks to leverage the best technologies on the planet’,
says Dick Conrad, HP’s senior vice-president for global operations. According to
iSuppli, HP is getting design help from Taiwan’s Quanta and Hon Hai Precision
for PCs, Lite-On for printers, Inventec for servers and MP3 players, and Altek for
digital cameras. HP won’t identify specific suppliers, but it says the strategy has
brought benefits. Conrad says it now takes 60% less time to get a new concept to
market. Plus, the company can ‘redeploy our assets and resources to higher valueadded products’ such as advanced printer inks and sophisticated corporate
software,” he says. (Engardio & Einhorn 2005)
There is a clear entrepreneurial tactic behind this change of strategy. On the
one hand the R&D costs are thus to be reduced. On the other hand, however,
the aim is to increase the speed and effectiveness of development processes.
“Underlying this trend is a growing consensus that more innovation is vital, but
that current R&D spending isn’t yielding enough bang for the buck. After
spending years squeezing costs out of the factory floor, back office, and warehouse,
CEOs are asking tough questions about their once-cloistered R&D operations:
Why are so few hit products making it out of the labs into the market? How
many of those pricey engineers are really creating game-changing products or
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technology breakthroughs? ‘R&D is the biggest single remaining controllable
expense to work on’, says Allen J. Delattre, head of Accenture Ltd.’s (ACN) hightech consulting practice. ‘Companies either will have to cut costs or increase
R&D productivity’. … The result is a rethinking of the structure of the modern
corporation. What, specifically, has to be done in-house anymore? At a minimum,
most leading Western companies are turning toward a new model of innovation,
one that employs global networks of partners. These can include US chipmakers,
Taiwanese engineers, Indian software developers, and Chinese factories. IBM is
even offering the smarts of its famed research labs and a new global team of 1,200
engineers to help customers develop future products using next-generation
technologies. When the whole chain works in sync, there can be a dramatic leap
in the speed and efficiency of product development”. (ibid.)

Securing One’s Own Position in Global Competition
Precisely on account of this necessary development, however, it is becoming ever
more important for individual companies – as well as for national economies as a
whole – to avoid losing too much of their own share in global value creation
processes, but on the contrary to secure a sufficient proportion of it for themselves.
To maintain a central position in the increasingly globalized innovation networks
of the future – that is the main challenge facing companies and every national
and supranational economic region. In the words of Pertti Korhonen, chief
technology officer at Nokia, “given the complexities of today’s technologies and
supply chains, nobody can master it all. You have to figure out what is core and
what is context”. (Engardio & Einhorn 2005) An important prerequisite for the
attainment of this aim is for companies and national economies to recognize the
chief fields of competence that have earned them a central position in innovation
competition in the past, and to develop them further in targeted manner against
the background of different framework conditions. From the Western point of
view, these competencies are by no means limited to the area of mere technology
development. From the perspective of economic history, Western enterprises
have acquired their worldwide reputations primarily on the basis of their
outstanding accomplishments in technology. Yet the latter have been
accompanied by other competencies which tend to be overshadowed by pure
technological achievement. One of them is well-developed “product intelligence”,
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i.e., a high degree of quality and sustainability in the conception, development,
design and marketing of new products.
A telling example is to be found, for instance, in the area of industrial/product
design. Whereas in other countries product design has traditionally tended to
take marketing considerations and – most importantly – the dictates of fashion
as its orientation (e.g., in the US, Italy or, more recently, Japan), in Germany and
major regions in Europe (e.g., England and Scandinavia) there is a long tradition
of holistic product conception and design which attempts to merge technical/
industrial competencies with the demands of the market and considerations of
aesthetics and quality. From the early initiatives of the Deutscher Werkbund, the
Bauhaus tradition and the mentality of the “Ulm School” to politically motivated
initiatives such as that of the “good form” and the work of the “Rat für Formgebung”
to the development initiatives of the German automobile industry – still leading
globally today – German design continues to possess a clear benchmark character
in the intelligence of its conceptual approach and the consistency of its
implementation in worldwide competition.
However, the fact that the West, particularly Europe, has profited from this
design culture, should not blind us to the fact that Western design itself presently
faces difficult challenges, as is clearly demonstrated by the following example of
German design:
1. First of all, the competence level of other countries in the area of industrial
design has risen sharply in the past few years. There are reasons for the fact
that, for quite some time now, the most renowned design schools are not
to be found in Germany, but rather abroad (e.g. in England, the US, Italy,
but also Scandinavia). Against the background of what is still quite
inadequate design training in Germany, just three years ago, in a conversation
with the authors of this book, the chief designer of a leading German
automobile manufacturer stated that he actually no longer recruited his
junior designers within Germany at all (Herrmann & Moeller 2003). Even
in China, in addition to millions of engineers, numerous industrial designers
are also being trained systematically by state decree (Rocks 2005), and India
has likewise taken an important step forward with initiatives such as the
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National Design Policy and the founding of the National Institute of Design
(abbr.: NID) in Ahmedabad (IUC 2007, Nussbaum 2005).
2. Together with globalization, the increasing technicization of development
and design work (CAD, rapid prototyping, etc.) have led to the formation
of worldwide design networks in the area of product design as well. Many
products are no longer developed and designed in a single place, but in
networks involving various design centers all over the world. Even if these
development and design networks still exhibit some deficits with regard to
their organization, a closer look reveals that the secure maintenance of an
adequate share in these value creation networks is becoming an increasingly
central challenge for German and European companies, as well as
development and design agencies. Evidence of this is borne not least of all
by the fact that Asian companies traditionally specializing in the OEM
business (original equipment manufacturing) have increasingly begun to
market the products they have developed and produced as brands of their
own – in a manner similar to Samsung, Haier and Lenovo (Engardio &
Einhorn 2005, TDC 2003). It was very much in this spirit that the
Singapore-based company Flextronics purchased the design office “frog” several
years ago in order to advance from an “OEM supplier” to an “original design
manufacturer”, and perhaps even – soon – to an “original brand manufacturer”.
Although Flextronics recently sold frog to the investment group KKR, it has
set up an in-house design department with a staff of several hundred designers,
thus clearly pursuing the ODM path.
John Heskett, design professor at the Hong Kong Polytechnic University,
recently added yet another step to the above-illustrated development from
OEM to ODM to OBM, namely that of an “original strategy management”,
equipped to link issues of technology development and production skillfully
with those of design and brands, complete with a future-oriented business
strategy. The fact that more and more former OEMs/OEM suppliers in
Asia are apparently pursuing such objectives confronts Western companies
with increasing challenges (Heskett 2005).
3. German design likewise increasingly faces the danger of giving in to the
dictates of pure fashion, rather than coming up with substantial design
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Figure 18: OSM Strategies as a Further Development of the
OEM/ODM/OBM Approach

CommunicationIntensive / Differentiating

Source: Heskett 2005, p. 47.

oriented toward continual brand development. In many companies, also
in Europe and especially in Germany, the design efforts are not sufficiently
underpinned on the strategic level (Herrmann & Moeller 2005a, Kuntzbrunner 2006, Reese 2005).
4. Despite the idealism of the Bauhaus School and similar integration-based
development and design traditions, to this day German and European
companies are burdened with tremendous language and interface problems
in connection with the development of new products. Actually, many
companies are still a long way from integrative development work. “The
much-cited unity of engineers, designers and marketing specialists succeeds
far too rarely”, stated Oliver Herwig recently in the magazine of the
Süddeutsche Zeitung (Herwig 2006). An erroneous conception of development
is not the least of the causes. “The engineer is happy when he has found a
technologically satisfactory solution. When the final result doesn’t look
good, you go to the designer. The designer is responsible for the product’s
appearance. To use the rhetorical device of exaggeration, one could say: the
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scientist defines the function of a product, and the designer is allowed to
give it its color”. Design professor Michael Krohn refers to this phenomenon
as “sequential design”: “The engineer finds the solution to the task he has
been assigned; then he passes the product on to the designer. The
organization of the work in this manner forces both parties to solve their
problems in isolation from one another. A sequential proecess can block
discourse and the joint search for a solution, and reduces the work of the
designer to pure matters of form. It is easier to plan – and thus to control
– processes such as these, but a lot of innovation potential thus gets lost by
the wayside. Technology, economy and design must therefore be brought
together… An intermeshed, iterative working process can develop as a
result”. (Design Report 2004)
If this argumentation is adhered to, it will inevitably lead to the following
three consequences:
1. Western European, American and Japanese manufacturers as well as service
providers will only be able to secure their central position in the globalized
innovation and design networks of the future if they take an active role in
those networks, with a stronger focus on the core competencies they possess
in international competition. Not least important among these
competencies are the knowledge and experience margins they have gained
with regard to intelligent product conception and in the efficient steering
of integrative development, design and marketing processes.
2. The established market players in Europe, the US and Japan can only
truly succeed in continuing to play out these competencies to their
advantage in the future if they recognize the development deficits they
still suffer from in these fields and go about eliminating them with the aid
of the respective qualification measures.
3. The enterprises presently profiting the most from the above-described
changes, however, tend to be based primarily in other regions of the world
(e.g. Asia and Eastern Europe). What these new players can learn from
Western companies, in turn, is that it not only takes the right technology
to come up with a successful product, but that a well-wrought product
conception, a clear brand identity and an independent product and design
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language are also essential. For years already, countries such as Taiwan,
Korea, Singapore, Hong Kong, etc. have been demonstrating that they
recognize the importance of integrative brand and design policy for the
economic success of innovations (see, for example, LEE et al. 2003, TDC
2003). This is not the least of the reasons why these countries have not
only promoted the development of new technologies in the past few years,
but have just as actively promoted design.
To survive in this increasingly harsher global design climate, one is well advised
to pursue the right principles with regard to contemporary innovation and design
management from the very beginning. Those who continue to view design as nothing
more than a pure beautification measure carried out by individual service providers,
and do not succeed in integrating it into their own increasingly internationalized
innovation networks, are surrendering important chances for success.

Arriving at a New Understanding of Industrial Design
If these comments on the complex interplay of innovation and design have made
anything clear, then surely the fact that successful product and design innovations
are usually not what the broad public associates with them: a kind of voodoo
carried out by creative developers and designers on the basis of intuition and
ideation in secret creative laboratories and leading to bull’s-eye hits in the form
of overnight successes. The reality is usually something else again: Behind the
scenes of the majority of innovations are extensively networked processes in which
a wide range of activities – e.g. research, strategy development, conception, design,
engineering, production and marketing – all play a role and, ideally, are closely
interwoven. It is precisely the desire to do justice to this important set of complex
interrelationships that makes the return to the classical, industrially influenced
conception of design look much more promising than the one-sided orientation
towards aspects of fashion and communication observed today. This does not
mean that, in and of itself, design does not require a healthy degree of creativity
and communicative support in order to be successful. But it can only truly live
up to its potential if it is embedded – both conceptually and practically – in the
industrial context in which it primarily takes place.
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Figure 19: The Return to an Industrial Conception of Design

An industrial design conception of the kind advocated here is by no means
tantamount to a limitation of design to technically oriented activities. On the
contrary: In our understanding, industrial design encompasses the activities of
engineering design, product design and interface design to equal degrees. In this
context, an essential factor for successful innovation work is above all conceptual
design in terms of strategically oriented product ideation as well as material design
work. The less frequently companies succeed in asserting themselves on the market
by means of classical unique selling points, the more important the act of ideational,
functional, technological and design-oriented product conception will be. The
core of design work in the future will be to find the right mix of product features,
integrate it correctly into a new product and convey it to the customer in as
independent a manner as possible. According to an empirical study on best practices
in the area of product development published in 2002 in the International Journal
of Innovation Management, the conceptual aspect is still one of the major blank
spots on the innovation management map of most companies: “Product success
depends on developing strong product concepts and ensuring organizational focus
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on those concepts through project selection… It is commonly thought that most
of a product’s quality, cost, and performance is decided during conceptual design,
and that very little influence comes from the details of the design… Best practices
within the categories of product strategy, detailed design and goals achieved an
adoption rate of about 58%, while best practices within the categories of product
disposal, concept generation, concept screening, and concept design achieved an
adoption rate of about 36%.… We can see that organizations have not widely
adopted… unconstrained examination of product concepts”. (Dooley et al. 2002,
pp. 2, 10, 18, 19)
Figure 20: Potentials for Success through Conceptual Design
Simultaneous Concept Ideation, Concept Making, Concept Testing; Benchmarks =
Software Development, Automobile Design, Aerospace Design…
Revenue Aspect
Integrated concept design generates extra
revenues through enabling companies to
develop products benefiting from a higher
market and user fit, attractiveness,
relevance, usability, and price-worthiness…
Benefits of
Advanced Concept Design
Cost Aspect
Integrated concept design reduces costs
through better integration of different
corporate functions, earlier decision-making
on fundamental issues, better material
handling, lower tooling cost, reduced
development times…
Source: Herrmann & Moeller 2008b.

The term “conceptual” is used here in a much broader sense than is generally
the custom in design practice. The way we think of it, conceptual design is
concerned less with merely developing abstract ideas for the future (which are
usually never realized by the companies anyway), than with trying out abstract
strategies by actually putting them into practice, and translating them into
tangible product and service concepts. For the successful implementation of this
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type of conceptual work, not only is the meanwhile much-ballyhooed interface
between brand and design conception important, but also the development of
holistic product, product-line, brand, design and business concepts: i.e. “total
innovation management”.
Figure 21: Conceptual Work as an Important Interface between
Abstract Strategy and Operative Action
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Source: Herrmann & Moeller 2008b.

Clear Sight of the Opportunities and Challenges Facing Design
Management
If we sum up the arguments cited here in favor of stronger use of design in
innovation management with a view to the challenges and possible barriers thus
presented, one thing crystallizes: Usually it is not individual success factors, but
a whole series of them which pave the way for the success of design work in
business enterprises. The most important thing, to begin with, is undoubtedly
an adequate awareness of the importance of design, and a correspondingly open
mind towards the use of design as a factor for company success. The furnishing of
the necessary resources, the creation of the respective structures and the
employment of adequate methods and tools as well as – last but not least – the
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respective know-how for dealing with design strategies and specific design projects
are indispensable for design’s success.
Figure 22: Factors for Success in Design Management
1. Consciousness | Mindset | Attitude
On top, middle and lower management levels
• Attitude towards design and – equally important –
towards product development, innovation, brand
management, market/user-orientation…
• Awareness of strategic dimension and willingness to
steer corporate and product development pro-actively
2. Resources | Structures | Processes
• Human resources, technical resources, financial resources
• Internal organization: people/departments, responsibilities
and processes in R&D, product management, conception
and design, as well as strategic management and
marketing; intersection management
• External organization: management of external suppliers
+ service partners; cooperation with customers (joint
development)…

Drivers of Success
in Design Management

3. Instruments | Methods | Techniques
• Analysis tools: company/market/clients/product/
competencies/competition/potentials/trends…
• Planning tools: general market guidelines, product-market
strategies, market segmentations + product positionings,
technical roadmaps, etc.
• Management tools: milestone/stage-gate processes, development
briefings, project management and controlling tools…
• Technical tools: design-oriented concept/development/
engineering/manufacturing procedures (CAD, rapid
prototyping…)
4. Know-how | Competence | Experience
• Internal expertise: qualification of management + staff;
personal development, training courses, experience…
• External expertise: cooperation with product, brand,
design and engineering experts as well as with research
and development institutions (partnering, outsourcing,
strategic alliances, networking…)

Source: Herrmann & Moeller 2008b.

The companies which have the knack of putting these success factors to work
to their own advantage are usually characterized not only by high quality in the
area of their design and innovation performance, but also by a significantly stronger
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competitive edge (Ruokonen 2005, Trueman 1998, Valtonen 2005, Walsh et al.
1992). From the perspective of European, American and Asian enterprises alike,
what this boils down to is that, in the future, they should try to use design all the
more consistently to their benefit, as well as integrate it all the more stringently
into the innovation process as a means of sustainably strengthening their
competitive position.

Summary
Design has become an important element in the innovation management of
business enterprises. Moreover, the framework within which design work is carried
out has undergone fundamental changes. Increasing globalization, technization
and outsourcing tendencies, but also old barriers (for example emotional biases
in management and engineering) as well as new dangers, for instance that of
overinnovation, all represent major challenges for design work. In order overcome
these challenges, we must no longer think of design as a nice “add-on”, but rather
as an integral part of the innovation process. The reorganization of innovation
processes – away from R&D solutions and towards global innovation networks
operating “inter-corporately” – also brings about a need for new organizational
solutions in design. In this context, it is advisable to take an industrial design
concept as an orientation – rather than a purely styling-oriented design philosophy.
The industrial design concept, for its part, should make use of conceptual work
as an important integral part of a creative innovation management strategy.
Last but not least, attention should be called to the fact that future-oriented
design management is well advised always to keep its sights set on various
success factors in order to make successful design innovations possible: these
factors include not only the respective basic attitude, but also the willingness
to furnish sufficient design resources, the ability to apply effective processes
and tools, and possession of the respective know-how with regard to carrying
out innovative design projects. Anyone who does not have these elements at his
disposal should try to figure out how best to complement the competencies
available internally with ones from the outside.
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6
Design Policy
Cornerstones of a New Governmental
Approach to Design Innovation
Design is becoming more and more important as an
economic factor. As a result, it is also a political factor of
increasing importance. To allow design to develop its positive
impact on the economic development of a country, a region,
or an entire continent, however, not just any kind of design
policy will do. On the contrary, to be able to meet the
challenges presented by the future, design policy must itself
undergo innovation.
In this chapter you will learn:
• Why public design sponsorship these days should be oriented more
strongly towards economic considerations than primarily towards
culture, society and the arts
• What challenges governments fundamentally face in the development
of a design policy tailored to the needs of the present
• How India has radically changed its design policy in the past few years
and what other countries can learn from that.
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Introduction
“Design is clearly not a subjective issue and decisions about it should be based on
a clear policy framework.”
– CABE 2005.
The more important design becomes for economic development, the more politics
is beginning to take an interest in this topic. Institutions such as the British
Design Council, the German Rat für Formgebung or the Finnish technology
agency TEKES have been devoting themselves to the support and promotion of
design under government auspices for a long time already. These activities, which
are a reflection of growing public interest, are by no means limited to contexts
where design takes place in the public realm (e.g. in architecture, urban planning,
outdoor advertising, etc.). On the contrary, their professed purpose is to create as
positive an environment as possible for design as a motor for growth. Growing
interest in the so-called “creative industries,” among other things, has done a lot
to awaken politics’ interest in design in the past few years.
One reason for this is the recognition of the fact that, within the framework of
general shifts from the primary sector of the economy to the tertiary by way of
the secondary, the so-called creative industries (TV, advertising, the media, film,
design, etc.) make an important contribution to national value creation.
As we have already mentioned before, proceeding on the assumption that the
creative industries achieve an annual turnover of more than •654 billion in Europe
alone and that, depending on how it is defined, the design sector accounts for
15-25% of that turnover, the annual value creation for which design is responsible
amounts to some •100-150 billion, corresponding to approximately 0.4-0.7%
of the overall European GDP (figures of the year 2003). There are more than
35,000 design agencies in Germany alone, with an annual turnover of altogether
•11.563 billion. The market structure here is largely dichotomous, with a
number of large-scale agencies, very few medium-sized ones and a great many
small design providers. The average turnover of a design agency in Germany in
2004 amounted to about •330,000 excluding VAT (EU 2006, UNESCO 2007).
The structure is very similar in other European countries: “In the UK, it is
estimated that 73% of design consultancies employ 20 or fewer staff. In France,
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40% of consultancies employ one or two people and only 15% employ at least
10 employees. Additionally, the sector is reported to include a significant number
of self-employed.” (DCMS 2007) However, at around •1.1 million, the average
design office turnover is considerably higher in the UK than for example in
Germany. Moreover, the average annual fee income of the top twenty UK design
agencies amounts to around •12.5 million, as compared to •5 million average
annual fee income of the top twenty German design agencies (BDI 2007, W&V
and Horizont 2007 design rankings).
A look at the design providers alone, however, does not suffice to explain the
economic significance of design. For one thing, the figures cited above do not
take engineering-related design services – which likewise exhibit considerable
market volume – into account. Design also has a major indirect effect on
employment and growth rates, as can be seen, for example, in connection with
the packaging industry. In the German FMCG market alone, there are 30,000
new product launches every year, of which most are associated with new design
and packaging solutions. Even if the remuneration for the related design services
may not be as impressive, the production value of the packaging thus produced
is considerably higher. According to information provided by the Deutsches
Verpackungsinstitut, it amounts to some •25 billion and guarantees more than
500,000 people their jobs.
Table 1: The Empirical Interrelationship between
Design Competence and Competitiveness
Country
Finland
United States
The Netherlands
Germany
Switzerland
Sweden
United Kingdom
Denmark
Australia
Singapore
Canada

Current Competitiveness
Ranking
1
2
3
4
5
6
7
8
9
10
11

Design Ranking
1
2
7
3
6
8
10
9
21
22
15
Contd...
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Contd...

France
Austria
Belgium
Japan
Iceland
Israel
Hong Kong SAR
Norway
New Zealand

12
13
14
15
16
17
18
19
20

4
12
16
5
14
13
24
18
20

Source: Hytönen u. Heikkinen 2003.

These figures vividly illustrate the enormous influence design has on the
economic well-being of business enterprises and national economies alike. The
most striking evidence of this state of affairs was provided some time ago by the
New Zealand Institute of Economic Research (NZIER). In a pathbreaking study,
this institute showed that the countries which rank uppermost worldwide with
regard to design are the most competitive.
To demand more government assistance for design on the basis of these
deliberations alone would undoubtedly fall short of the mark. Government support
for innovation must first be recognized as an important structural policy tool
and, at the same time, an instrument for correcting the market. As the Table 2
shows, there is wide range of justifications for such a policy.
Table 2: Justification for and Means of Government Assistance in
Technology, Innovation and Design Promotion
Legitimization
Externalities

Research as public good

Imperfect capital markets
Agenda setting
Systems failure

Means
• Unspecific project sponsorship
• Indirect promotion
• Protection of intellectual property
• Patronization of fundamental research programs
• Creating a public research infrastructure (universities, other
research centers)
• Public warranties, credits, loans and seed capital
• Technology programs
• Market regulations
• Functional programs: technology transfer, competence centers
• Institutional reforms (for example new legislation on academic
research and education)

Source: Schibany & Jörg 2005.
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The question remains as to HOW government support for design should be
realized. The failure of many government-funded design centers in Germany is
only one indication that in most Western countries there is a decisive need for
enlightenment and development.
Against this background and that of the above-described increase in the
importance of design, in the following we would like to sketch the primary
cornerstones of future-oriented design policy before going on to cite India as an
example of the fact that – interestingly – the most innovative impulses in this
context are currently coming not from Europe or the US but from Asia.

Fundamental Criteria for Design Policy
In our view, any government efforts to support design and its role in the economic
process should take the following aspects into account:

1. The Economic Aspect
Design is not merely the result of creative processes. On the contrary, for the
majority of business enterprises and sectors it has meanwhile become an important
factor for success. Even in areas for which design has traditionally played only a
minor role or none at all, it is now gaining in importance as a tool assisting
companies in pursuing a consistent quality, price and brand strategy. The initial
results of a research project entitled “Brand formation through industrial design –
concepts for small and medium-sized investment goods manufacturers” which
Figure 1: How Engineering Competence can sell better with
the Help of Design – The Volkswagen Example

Source: Volkswagen AG.
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the authors are carrying out in collaboration with the European Business School
and the German Foundation for Industrial Research have already demonstrated
unequivocally that engineering competence is extremely difficult to sell on the
world market if it does not go hand in hand with the corresponding design
competence. For a company to defend its own innovative strength, quality and
priceworthiness against global competition in the future, it will be more and
more essential to make these qualities outwardly perceivable by means of design
efforts which correspond to the technical value of the products.
In the future, government sponsorship of design must therefore not only
become increasingly attentive to economic issues, but quite explicitly cultivate a
direct link with business, while at the same time making a fundamental
contribution to the increased application orientation of design in and for the
industrial context.
Against this background, both organizational as well as content-related
initiatives with clear focuses on the area of business are recommended. Important
initiatives in this context, to name a few examples, are: the stronger involvement
of recognized experts from the areas of management, innovation and technology
in the work of government design boards, the increased thematic concentration
of government-sponsored design initiatives and events on economic/business topics
(e.g. on the interfaces between innovation and design, corporate development
and design, the economy and design), the sponsorship of research and training
initiatives in the industrial design context, the initiation of corresponding grants,
e.g. in the area of design management or design entrepreneurship, etc.
The stronger economic orientation of government design sponsorship as
described here would not only complement the innovation sponsorship measures
carried out in most countries. It would also provide a means of distinguishing
new initiatives clearly from the more creativity-oriented design sponsorship
initiatives of the past. This doesn’t mean that other aspects of design (e.g. the
promotion of creativity or artistic design) should be entirely neglected. In a political
government-assistance landscape in which the artistic aspect of design is emphasized
quite one-sidedly, however, it is the authors’ view that a new orientation of the
kind under discussion here is urgently needed.
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2. Education as the Best Means of Assistance
As already pointed out in our chapter on “Innovation and Design,” the best form
of innovation sponsorship is presumably the provision of support to the vocational
and further-training systems in the areas of engineering, management and design.
There are still major deficits in this respect in many countries. In our view, the
object is not so much to pump additional public funds into the system, but
rather to allocate existing funds more specifically to those areas where traditional
disciplinary boundaries are being crossed and new structures created. The
aforementioned Institute of Design at Stanford and the newly found University
of Innovation in Helsinki to become operational in 2009 are the role models to
which the design academies of other countries should look for orientation.
Figure 2: The Multidisciplinary Approach to Innovation and
Design at the Institute of Design at Stanford

Source: www.stanford.edu/group/dschool
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3. Internationality
A classical deficit of many national assistance measures is that they focus so strongly
on domestic concerns that they entirely neglect the “foreign policy” or “foreign
economy” dimension of their own sponsorship initiatives. As we recently showed
in a report drawn up for the International Office of the Bundesministerium für
Bildung und Forschung (BMBF; German federal ministry of education and
research), one can only strengthen one’s own national and regional design
economies if one consciously places them in an international context and views
them within the framework of ever more internationalized innovation processes
(Herrmann & Moeller 2007).
More specifically, what this means for local design sponsorship is that in addition
to a regional focus it should also exhibit clear connections with the world beyond.
Against this background, the increasing number of initiatives concerned with
global “design dialogs” as well as the efforts to network with foreign design
institutions signifies a very positive development. These steps are good, as far as
they go, but they don’t go far enough. There is still a great deficit of measures
designed to help local economies strengthen their position on the global design
market, which would enable them not only to profit from heightened regional
design competence but also, over time, perhaps take a more active role in the
increasingly internationally oriented innovation and design networks of the world
economy. Government-sponsored design boards and initiatives should accordingly
devote at least a proportion of their efforts to these matters in the future.

4. Design and Ecology
There is more to this earth than the economy, production and consumer activity.
It is also our habitat, and life in it is all the nicer when we can not only surround
ourselves with beautiful things, but also preserve the most beautiful design of
all – nature. In times of general discussion on global warming – a context in
which technology and ecology are no longer enemies, but work together
integratively to open up new solutions and means of shaping a future worth
living – both national and international design policy must always place a
focus on sustainable development.
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Figure 3: Successful Interplay of Design, High Tech and Ecology –
Danish Wind Generators made by VESTAS

Source: Vestas Wind Systems A/S.

Here again, there are various options by which national governments can link
at least a proportion of their design initiatives of the future with environmental
aspects: These options range from the introduction of design components to
existing environment, innovation or climate protection programs to a stringent
environmentally-friendly sourcing policy based on the principle of “universal
design” for all government-funded development and design contracts. In our
view, this important aspect of future-oriented design sponsorship has received
too little attention in the past few years. Not the least important reason for this
state of affairs is the lack of a proper understanding of the interrelationship between
design and function:
In its white paper entitled “Design Issues in Europe Today,” the Bureau of
European Design Associations (BEDA) ascertains: “The understanding of design
that has evolved in the course of industrial history assesses a product according to
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whether it is functional and follows the laws of logic. Traditional proponents of
this position assert almost dogmatically that form must follow function, and that
product design always has a specific problem to solve. This view proceeds from
solutions to the question of what the world we live in is like. But what happens
when we ask, ‘What could the world in which we hope to live be like?’ This
question provides a point of orientation for a redesign of industry and society.”
(Beda 2004)
In our view, due to the fact that it is responsible for developing new, functional,
beneficial, and above all sensible, environmentally friendly and more sustainable
production solutions on a running basis, it is precisely design which plays an
important role in the reorientation of the general conception of function.
Regardless of how it is otherwise structured, design policy has to take this
circumstance into account if it wants to go beyond pure design sponsorship and
make an important contribution towards an ecologically better world.

5. Network Formation
Operating with networks and in clusters is a fundamental principal of modern
business. The formation of innovation networks – as described in detail in
Chapter 5 – is accordingly also of essential importance in the area of design.
Experience shows that networks only work well, however, when they also possess
a corresponding integrative element. It is only on this basis that effective
cooperation within the network is possible, and that the network can truly come
up with something new.
There are certainly various ways of realizing an integrative element of the kind
under discussion here, one being the ICSID, the International Council of Societies
of Industrial Design. “ICSID is a global not-for-profit organization that promotes
better design around the world. Today, ICSID counts over 150 members in more
than 50 countries, representing an estimated 150,000 designers. ICSID members
are professional associations, promotional societies, educational institutions,
government bodies, corporations and institutions which aim to contribute to the
development of the profession of industrial design. ICSID facilitates co-operation
and interaction among these societies and supports a global network through
which design institutions worldwide can stay in touch, share interests, experiences
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and resources, while also providing an international platform for its members to
be heard as a powerful voice.
ICSID was founded to further and protect the professional practice of industrial
design internationally, and this founding principle remains central to our identity
today. ICSID is an advocate on behalf of professional designers in such areas as:
design standards, the appreciation of professional achievement, fair practices,
sustainable development and support of intellectual property rights, from advanced
technology to traditional knowledge and crafts.
To contribute to the advancement of the study of design in theory, research
and practice on all levels of education, ICSID is committed to promoting the
highest quality of design education and professional preparation through
establishing opportunities to study industrial design in all parts of the world,
sharing best practices, recognizing student achievement, connecting educators
to the profession and developing an international education network.” (Excerpt
from website)
Of the various possible forms an integrative element of this kind can take,
another one was recently proposed by the EU’s European Institute of Technology
(EIT). Rather than a centralized university, for example MIT in Boston, this
organization is to take the form of so-called “Knowledge and Innovation
Communities” (KICs) – more specifically, federations of qualified universities,
research institutes, business enterprises and other stakeholders (professional
associations, public institutions, etc.) from all over Europe. Why shouldn’t there
someday also be a KIC which specializes in design?
It remains to be seen whether a “knowledge and innovation community” for
design really can be realized within the framework of the European Union. In
any case, it is important particularly for us Europeans to turn a self-critical eye
on ourselves and think about the extent to which current design initiatives truly
still have the power to enable us to weather the global design competition of the
future. As discussed in the following, the example of India shows that other
regions of the world have strongly increased their design sponsorship efforts in
the past years. Reason enough for many a Western politician to take a closer look.
India has a long design tradition in terms of textile design and handicraft artwork
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such as pottery and jewelry. However, although the country has become one of
the most important innovation hubs of the world in such areas as software
engineering, it still has a way to go to become a world leader in product hardware,
architecture and modern object design alike. Not only the Tata Nano but, to an
equal degree, the success enjoyed by Tata’s engineering and design unit Tata Elxsi
(www.tataelxsi.com) over the last few years – among Indian as well as, notably,
European and US clients – furnishes proof that the country is on its way to
becoming an integral part of the design world. Nevertheless, to reach that objective,
substantial public support is needed. As a means of showing how such public
support is provided in exemplary manner, we would like to quote two excerpts
from Indian government sources which spell out the framework and chief elements
of government design sponsorship in India. In our view, the quotations not only
highlight an India-specific perspective on design policy, but would serve well as
a benchmark for future-oriented design sponsorship in all other possible countries.

Indian’s National Design Policy – An Example of Sustainable Design
Support
On Thursday, February 8, 2007, the Indian Union Cabinet approved what was
referred to from then on as the “National Design Policy.” In the image brochure
published shortly thereafter by the National Institute of Design (NID), the
objectives of this policy were clearly portrayed:
“The strategic importance of design for national and industrial competitiveness
is now universally recognized. Value addition through innovations in designs can
play a pivotal role in enhancing the competitiveness of both the manufacturing
and service industries.
Realizing the increasing importance of design in economic and societal
development and in improving quality of product and services, the Government
of India has initiated a consultative process with industry, designers and other
stakeholders to develop the broad contours of a National Design Policy. The
vision behind initiating a “National Design Policy” is to have a “design-enabled
Indian industry” which could impact both the national economy and the quality
of life in a positive manner.”
Source: NID Brochure, National Design Policy, 2007.
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Figure 4: India’s National Institute of Design R&D Campus in Bangalore

Source: NID.

In its official press release of February 8, 2007, the Indian government proved
how conscious it is of the importance of design for economic growth and how it
intends to foster this in the years to come. According to this statement, the
program for a National Design policy envisages the following:
i)

“Preparation of a platform for creative design development, design
promotion and partnerships across many sectors, states, and regions for
integrating design with traditional and technological resources

ii) Presentation of Indian designs and innovations on the international arena
through strategic integration and cooperation with international design
organizations
iii) Global positioning and branding of Indian designs and making “designed
in India” a by-word for quality and utility in conjunction with “made in
India” and “served from India”
iv) Promotion of Indian design through a well-defined and well-managed
regulatory, promotional and institutional framework
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Raising Indian design education to global standards of excellence

vi) Creation of original Indian designs in products and services drawing upon
India’s rich craft traditions and cultural heritage
vii) Making India a major hub for exports and the outsourcing of designs and
creative processes for achieving a design-enabled innovation economy
viii) Enhancing the overall tangible and intangible quality parameters of
products and services through design
ix) Creation of awareness among manufacturers and service providers,
particularly SMEs and cottage industries, of the competitive advantage of
original designs
x)

Attracting investments, including foreign direct investments, in design
services and design-related R&D, and

xi) Involving industry and professional designers in the collaborative
development of the design profession.
According to the government’s plan, the strategy to achieve this vision would
focus on strengthening the quality of design education on different levels,
encouraging the use of designs by small-scale and cottage industries and crafts,
facilitating active involvement of industry and designers in the development of
the design profession, branding and positioning Indian design within India and
overseas, enhancing design and design service exports, and creating an enabling
environment that recognizes and rewards original designs.”
Apart from such general considerations, the Indian government’s National
Design Policy comprises a detailed action plan containing the following important
action items:
• “Setting up of specialized design centres or “innovation hubs” for sectors
such as automobile and transportation, jewelry, leather, soft goods,
electronics/IT hardware products, toys and games which will provide
common facilities and enabling tools like rapid product development, high
performance visualization, etc. along with enterprise incubation as well as
financial support through mechanisms like venture funding, loans and
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market development assistance for start-up design-led ventures, and young
designers’ design firms/houses.
• Formulation of a scheme for setting up design centres/innovation hubs
in select locations/industrial clusters/backward states, particularly in the
north-east.
• Preparation of a plan for training of trainers and for organizing training
programs in specific processes/areas of design and continuing education
programs for practicing designers from design centres/innovation hubs.
• Preparation of a mechanism for recognizing and awarding industry achievers
in creating a brand image for Indian designs through the award of an India
Design Mark on designs which satisfy key design criteria such as originality,
innovation, aesthetic appeal, user-centricity, ergonomic features, safety and
eco-friendliness.
• Encouraging Indian firms and institutions to develop strategic alliances
with design firms and institutions abroad to gain access to technology and
know-how for improving Indian design.
• Creating mechanisms for sustainable quality improvement in design in India.
• Directing a special focus towards the upgrading of existing design institutes
and faculty resources to international standards, particularly the National
Institute of Design (NID) and its new campuses/centres. With a view to
spreading quality education in design to all regions of India, four more
National Institutes of Design modeled after NID will be set up in different
regions of the country during the 11th Five-Year Plan. The possibility of
new models for setting up such institutes, in keeping with the current
economic and educational paradigms, will be explored. In this context,
the public-private partnership mode could also be an option.
• Initiation of action to seek “deemed to be university,” or “university” under
Section 3 (f ) of the University Grants Commission Act, status for the NIDs,
so that they can award Bachelors and Masters degrees instead of just
diplomas as at present.
• Encouraging the establishment of departments of design in all the Indian
Institutes of Technology (IITs) and all the National Institutes of
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Technology (NITs) as well as in prestigious private-sector colleges of
engineering and architecture.
• Upgrading the quality of engineering design, machinery design, process
design, design materials, environmentally sound and socially and culturally
relevant designs.
• Encouraging the teaching of design in vocational institutes oriented toward
the needs of the Indian industry, especially small-scale and cottage industries,
in primary and secondary schools as well as in tertiary educational institutions.
• Introducing short-term training courses and continuing education programs
by NID and other design institutes targeting on needy sectors and catering
to the diverse sectors, including the agricultural and artisanal sectors.
• Organising workshops and seminars to create more awareness than at present
among industrialists, particularly in the small-scale and cottage sectors, in
different parts of India, especially with regard to the intangible aspects of
design processes.
• Sustaining and strengthening India’s traditional knowledge, skills and
capabilities while being sensitive to global heritage so that our shop-floor
workers, craftsmen and artisans can be engaged in manufacture of innovative
products and the contemporarization of traditional crafts for a broad
spectrum of uses and niche markets.
• Facilitating the establishment of a chartered society for designers (along
the lines of the Institution of Engineers, the Institution of Architects,
the Medical Council, the Bar Council, etc.) to govern the registration of
design professionals and the various matters relating to standard-setting
in the profession.
• Setting up an Indian Design Council (IDC) with eminent personalities
from different walks of life, in particular industry, whose functions, inter
alia, would be as follows:
– To undertake design awareness and effectiveness programs both within
India and abroad
– To act as a platform for interaction with all stakeholders
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– To undertake R&D and strategy and impact studies
– To accredit design institutions
– To develop and standardize design syllabi, etc. for all institutions in
India imparting design education
– To conduct programs for the continuous evaluation and development
of new design strategies
– To develop and implement quality systems through designs for
enhancing the country’s international competitiveness
– To coordinate with the government to facilitate simplification of
procedures and systems for the registration of new designs
– To assist industries in engaging the services of designers for their existing
and new products
– To encourage design and design-led exports of Indian products and services,
including the outsourcing of its design capabilities by other countries
– To take effective steps towards a “cradle-to-grave environment-friendly
approach” for designs produced in India so that they have global
acceptance as ‘sustainable designs’
– To enable the designers in India to have access to global trends and market
intelligence and technology tools for product development and innovations
– To encourage close cooperation between academia and industry to
produce proprietary design know-how while encouraging creation of
new design-led enterprises for wealth creation, and
– To encourage and facilitate a culture for creating and protecting
intellectual property in the area of design.”
Source: Official press release of the Indian Government Press Information Bureau http://pib.nic.in/
release/release.asp?relid=24647

Although it remains to be seen whether all of these initiatives are ultimately
realized, the willingness to step up Indian design competencies, and the energy
invested in those efforts, are stunning. India and, for that matter, all countries on
their way to becoming design hubs to the world, are well advised to take special
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care that the enormous initiatives undertaken (and the enormous funds spent)
really contribute to the benefit of the whole economy and not only to that of
certain companies or interest groups or even individual persons. Even though
this risk certainly exists, there is little doubt about the fact that India is on its
way to becoming “A New Frontier for Innovation and Design” as Bruce Nussbaum
already articulated it in November 2006 in his Design Blog on Business Week
Online. Perhaps the best example of how rapidly this country has been able to
step up its own design efforts in a short time is the launch of the new Nano by
the Indian Tata Motors group.
Figure 5: Tata’s Nano – Symbol of a New Design Mentality made in India

Source: Tata Motors.

Although this car may not satisfy everybody’s tastes or Western standards
when it comes to features such as air conditioning, GPS radio, power brakes, etc.,
it certainly is a clear breakthrough development on account of its price and the
number of unusual solutions it contains, such as the modular design and the
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decentralized assembly options resulting from it, illustrating that a fruitful design
and innovation environment is clearly promoting revolutionary results. As John
Hagel and John Seely Brown have put it in a recent article on businessweek.com:
“Emerging markets are a fertile ground for innovation. The challenge of reaching
dispersed, low-income consumers in emerging markets often spurs significant
innovation. Western executives should be careful about compartmentalizing the
impact of these innovations on the edge of the global economy… These innovations
will become the basis for “attacker” strategies that can be used to challenge
incumbents in more developed economies. What’s initially on the edge soon
comes to the core.” (Hagel & Brown 2008)
We strongly believe that it is we, the Western innovation and design experts,
who really have to take a leaf out of this book.

Summary
Not only technology promotion, but also stringent design policy is an important
element in increasing the innovative and competitive power of a national economy.
A national design policy, however, should conceive of design not merely as a subdivision of the so-called creative industries, but – above all – move the pivotal
relationship between design and innovation into the limelight of its own design
promotion initiatives. In this context, the important parameters for future-oriented
design policy include a clear link to the economy, the promotion of innovative
education concepts in the area of design, increased internationalization and the
formation of networks, as well as – most importantly – the creation of incentives
for important ecological impulses through design. When we look at the current
design-policy landscape, we cannot help but notice that there are many countries
which are nowhere near a design policy of this kind. Interestingly, it is especially
the rather young global economic powers – for example India – which possess
benchmark character with regard to the design promotion measures they have
implemented in the past few years.
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