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Introduction and format of
session
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Is innovation becoming an
overworked term?
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What does it really mean?
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Why should my company
Innovate”?
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My company doesn’t make
anything.

Is this stuff still relevant?

How should my company
Innovate?
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What does an innovative
company look like?
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What are the first steps my
company needs to take to
embrace innovation?
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How can | raise capital for
Innovation?
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What do the capital markets look
for?
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Is collaboration relevant to
Innovation?
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How does collaboration differ
from a supply chain and a
distribution channel!
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What i1s Innovation?

® Innovation is the practical application of new ideas and concepts
Into something of value in the marketplace, whether it is a new

product, service, process or organisational system.

CREATIVITY PROCESSING INNOVATION

INPUT SCREENING OUTPUT
Ideas, Concepts EVALUATION New

Observations IMPLEMENTATION Value @
)
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Four Types of Innovation

o Product Innovation

® New products or services
® Enhancing existing products
® Technological innovation

Idea Concept Business Pre-launch Project
Checkpoint Checkpoint Review Validate/Trial Checkpoint Review
Checkpoint Checkpoint
Stage Stage Stage Stage Stage ol o %
Idea Generation Concept Specification Development Build validate/Field Trial Full
Stage Stage Stage Stage/ Stage Commercialisation
Stage
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Four Types of Innovation

@ Process Innovation

e Improving processes within the organisation-
business process innovation

e e.g.operations, HRM, finance, better way of
communicating, knowledge management system

e focus on improving organisational effectiveness
and efficiency
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Four Types of Innovation

e Marketing Innovation

e related to the marketing functions of promotion,
pricing and distribution

e product related (eg. packaging, advertising)

e creating a new market or marketing system e.g.
Amazon.com

e many products were invented before their time
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Four Types of Innovation

o Management or Organisational Innovation

® the way the organisation is managed

e.g. organisational structure, leadership, work
environment, culture

® cross functional work teams - team-based decision
making approach

® Business Model Innovation
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10 Types of Innovation

Move Beyond Products to Win

1. Business Model ML m
5. Product Performance

How the enterprise makes _
money Basic features, performance & D*‘l o

functionality . Offlce
6. Product System

Extended system that surrounds an

2. Networking
Enterprise’s

structure/value chain offering Mx
mm&% 7. Service y

EWOOUNORTHS!

How you service your customers

_ 4. Core process 8. Channel
3. Enabling process Proprietary processes that How you connect your offer
Assembled add value prprmr— (0 {01V QY oIV IS (o] [T 65
capabilities . 9 Brand

GE Eapﬂaf !'f (27" How you express your offering’s
Awviation Services benefits to customers

10. Customer experience (@ Lexaus
How you create an overall
experience for customers RiEs

AUSTRALIA
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Open Innovation

Other firm’s
market

Licence, spin
out, divest

Our new
’ market

Internal/external Our current

‘..,J@‘. venture handling market
QY ©
OO
Source: Prof Henry Chesbrough UC Berkeley, Open Innovation: Renewing Growth from ///w//

Industrial R&D, 10th Annual Innovation Convergence, Minneapolis Sept 27, 2004 [ aareren secreranies
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Old Versus the New

Closed Innovation Open Innovation

The smart people in our field Not all smart people work for us. We need to

work for us work with smart people inside and outside the
company

To profit from R&D, we must discover it, External R&D can create significant value.

develop it and ship it ourselves Internal R&D is needed to claim some portion of
that value

The company that gets innovation Building a better business model is more

to market first will win important than getting to market first

If we create the most and the best If we make the best use of internal

iIdeas in the industry, we will win. and external ideas, we will win.

We should control our IP, so that our We should profit from other’s use of our IP

competitors cannot profit from it. (license out) and we should licence in other’s IP
whenever it advances our business model.

We will own all results from contract We will partner with universities to create

research with universities knowledge and encourage use outside our field

b
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Innovative Companies

Innovation Source

M Art Fry - Failed glue at

Post —It Notes 3M

Scotchguard Patsy Sherman — Spill in
the laboratory

Velcro George de Mestral -
Observation in nature

Apple iPod Steve Jobs — Marketing
Innovation

Microsoft Bill Gates — standardised

Windows operating system o i L.{ Fi

Windows
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Innovation Framework

Strategy

Innovation

Value

Performance Measures
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Innovation 1N Practice

e Ongoing commitment at all levels — top leadership
support e.g. “Innovation”as a Board agenda item.

e A culture conducive to innovation and continuous
learning

- Development of competencies in people e.g. creative
thinking, problem solving, opportunity identification

-~ Open communication and trust

e Intellectual Property Strategy
— ldentification, capture, implementation
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IP Selection Criteria

Value Criteria Effort Criteria

e [P Valuation e Capital required

e Strategic Fit e People resources

e Economic return e Timing (short/long)

e Freedom to Operate e Ease of commercialisation
e Competitive advantage e Target market exists

© John Kapeleris 2004
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IP Screening & Evaluation

Value Score
0 5 10

Low Effort — Low Value | Low Effort + High Value Type A

@ »Assign Top Priority
O

»ldentify how to
Reduce effort

Type C

‘ »Divest IP
©

»ldentify how to
10 | High Effort — Low Value | High Effort — High Value increase value

Effort Score
(@)
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VValue Distribution of an IP
Portfolio

Manage and Protect & enable ;

Focus @ the business and / or license e Reconsider

X

L : |

U |

E , |

Q l

F |

| ' |

P | |

T | I

O : I

- l

N |

T | |

= I

R |

P | l

R

| ' ! )

s | l ] - 100 %

E L } i *: >
:0% <«=5-10% 75 %

PERCENT (%) OF PORTFOLIO
Source: Acorn Technologies, Inc.
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Innovation In Practice

e Business Model Innovation

- Choosing the most appropriate business model and path
to market

- Adapting your business model to the changing external
environment
e Implementing organisational innovation
e Continuous process improvement
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Innovation 1N Practice

Company > Market
Company Licensee > Market
Company Partner > Market
Company > New Entity > Market
Company , New Entity > Market
Partner 1

Partner 2

© Australian Institute for Commercialisation
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Universal Array Microplate

Technology Biochips
%
Q
%‘0
Management
a %
S / Biochip \ 3
o)
Bg) 10 .Ip ,%
S /Innovations \ %

w00 Manufacturin ar,
oS J & Lersy;
C ENY .
Combinatorial O’bé. ‘ qﬂ\o Lab-on-a-chip
Probe K7 0\@ Technology
S g
Technology O$
4
Products
Ui - Universal Array Biochips
R|censlng < « Microplate format IS Research Use
evenues « Lab-on-a-chip format Only Sales
CombiPlex kits
« Bacteria
- - « Viruses - -
Ilecensmg « Fungi & yeasts Dlzgr;ostlc
evenues « Parasites ales
« Human DNA ///
« Animal DNA "
o Plant DNA
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Measurement - Balanced Score
Car

INNOVATION & LEARNING

KPI Year 1 Year 2 Target
Actual Actual

New Product Sales 21 25 30

(<2 years) % of Sales

R&D % of Sales 12 14 15

Speed to Market (Months) 14 12 8

Training /Learning (% Payroll) 6 7 9

No. of Suggestions/ldeas 14 25 40

generated/employee/annum

No. of Suggestions/ldeas 8 17 35

implemented/employee/annum

Employee Satisfaction Index % 82 86 90

(Measure of Organisational

Climate)
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Collaboration

Collaboration As Co-Creation Of Value

Sharing and
E craating now
1
a
] Sharing and
U greating knowledge
_I; {tacit and explicit)
]
H
Sharlng Informallon
(transaction data)
[+
Arms-length
relationship
DATA: Prags

Shared destiny:
Crealing now /
competitive apace

Shared work
and
co-davelopment

Collaboration
with euppliers,
koy cuslomers,
and supply chain

Traditonal
Business
appreach

Markel-based, Improve Jolnt preduct  Shared goals
trafgact lon- T2 chevelopment; and rescurce
driven; across  processes;  joint account  leverage
unit boundaries across legal  management

boundaries

Collaboration intensity

proraquisites for collabaration imvobve mone information sharing,

he carresponding rewards and values inerease in inbensity
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Collaboration
SME Growth through Technology
Diffusion

18,000,000
16,000,000
Technology
14,000,000 Adopted
From UQ
12,000,000

10,000,000
8,000,000 Technology
Adopted
From QUT
6,000,000
4,000,000
2,000,000 I I
R | — . - ‘ - ‘ . ‘ I ‘ I ‘ ‘ ‘ ‘ ‘ ‘

1988/89 1989/90 1990/91 1991/92 1992/93 1993/94 1994/95 1995/96 1996/97 1997/98 1998/99 1999/00 2000/01

RIES
AUSTRALIA
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Conclusion

“Innovation is the only competitive
advantage left for organisational survival
In the hyper-competitive new
millennium”

John Kapeleris
John.Kapeleris@ausicom.com
07 3853 5294
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