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What is innovation? o
Yo,
L/ University of St.Gallen

Innovation =
|dea +

Need +
Execution

IDEO
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Innovation cyclet iRPMO 1 ncr e ¥l NG
'E University of St.Gallen
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Current challenges in business -
': University of St.Gallen

AToday, i1 nnovation iIs about much more tha
REINVENTING BUSINESS PROCESSES and building entirely new markets

that meet untapped
customer needs.
Most important, as
the Internet and
globalization widen
the pool of new ideas,
| t 0s seeptiog t
and executing the

right ideas and

bringing them to market in

recordt i me . O
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Core elements of innovation management »?
'E University of St.Gallen

Innovation management

Innovation
strategy

Intellectual

Il Innovation
Property 0rocess
(IP) Mgmnt. Innovation
y output X

Innovation
structure

Innovation
culture

Innovation
communication
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Overview innovation process »?

': University of St.Gallen
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Change of innovation paradigm -
': University of St.Gallen
Research > Development /OSGO/
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Open innovation, -
N . .
example Procter & Gamble YA, University of St.Gallen
What consumers What's possible
need through P&G

'_

What's possible
From R&D A Research and Development with your
innovation
to C&D Connect and Develop!
A P Connect + Develop allows
us to quickly create and
Integration of external partners to optimize introduce new innovations
Innovation-to-cash processes at P&G by incorporating the capabilities
of external resources.
) Management Advisory Group
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Fuzzy front end (FFE) model

Institute of Technology Management
Y Uriverci
A, University of St.Gallen

Fuzzy Front End

Idea
Selection

pportunity
Identification

Phase |
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Characteristics of FFE

Nature of work
Experimental, often chaotic, one can
schedule work - but not invention

Commercialization date
Unpredictable or uncertain

Funding
Variable, projects may be
Abootl eggedo

Revenue expectations
Often uncertain, with a great deal of
speculation

Activity
Individuals and team conducting

research to minimize risk and
optimize potential

Measure of progress
Strengthened concepts

BGW

Management Advisory Group
St. Gallen 7 Wien
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Innovation leads to higher profits -
" University of St.Gallen

1007
Radical innovation
(new products,
technologies,
50T markets)
I Incremental innovation
(improved products,
related markets)
0 T .
Distribution Sales Profit
of types
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Just 0,6 % of all ideas for innovation -
are successful ': University of St.Gallen

Ideas for

Innovation
.................................................. 1,550

eliminated

Basic Project (about 81 %)

193 eliminated

Products (about 52 %)

Still on the Market
124 eliminated

(about 70 %)

Total loss Avq. perf. Success
Result> 9P

24 17 11
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Iridium T great but too expensive -
'E University of St.Gallen

1998: 66 satellites, 5 bio $
2000: bankrupt
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Innovation flops -
'E University of St.Gallen

Factors that lead to failure:

A Electronic mouse trap 28 %
A Me-too-product 24 %
A Technical weaknesses 15 %
A Competitive weaknesses 13 %
A Price deterioration on the market 13 %
A Problems in the environment 7 %
Page 13 | © 2011 BGW AG Source: Kienbaum Survey B GW Ma”ageme”ts'id(‘s’:ferg_?wi‘é%
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Apple iPhone and App Store success -
'E University of St.Gallen

Apple to boost iPhone sales 35% this

yearé sold a record 11_.3M in
: iPhone App Store Sales
final quarter, g

will sell 37.3M in 2010, predicts Wall ;

Street analyst.
[Computerworld 2010]

Apple responsible for 99.4%
of mobile app sales in 2009. 1

[arstechnica 2010]

0

i P & & Q°q 0

W 0¥ ¥ v RS v
WHOA: Google Android outsells Apple iPhone in the U.S.
[Silicon Alley Insider May 10t 2010]

Management Advisory Group
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More money does not guarantee -’
Innovation success ': University of St.Gallen
140%
120% = = y=0.0116x + 0.0832
100% R?=0.0079
80%
a\.: 60%
z
& 40%
% 20%
” 0%
-20%
-40%
Indexed R&D-to-Sales Ratio
-60% =

-80%

n=1000, Booz Allen Hamilton (2006)

Higher spending on R&D does not automatically lead to an increase of
performance parameters such as sales growth, profit or shareholder value.

Innovation by chance or management?
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Strategic dilemma: how much discipline ? »?’
" University of St.Gallen

Process
management
DISCIPLINE
Creative
tension
CREATIVITY
People
management
Organizational Cost-
slack cutting
Management Advisory Group
Page 16| © 2011 BGWAG B GW St. Gallen 7 Wien



Institute of Technology Management

Three elements of creativity -
': University of St.Gallen

1. expertise
2. creative-thinking skills
3. motivation

We can influence this.

Pablo Picasso, Three Musicians (1921)
Amabile (1998)
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Motivation >
Yu,
YA, University of St.Gallen

Too much money makes us nervous!

Experiment 1: Experiment 2:
high bonus - low performance high bonus - high performance

\.
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Gore: commitments, no assignments -
': University of St.Gallen

Tasks can't be assigned, they can only be accepted
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rs
fa University of St.Gallen

How effective Is your
organization?

B GW Management Advisory Group
St. Gallen 7 Wien




Trust as core of cooperation

Cooperation
Spirit

positive

negative
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Institute of Technology Management
Y Uriverci
A, University of St.Gallen

il

Enthusiasm

Cultural
Assimilation

Cultural

v

Stability

B GW Management Advisory Group
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Judging risks in change projects

Personal
risks
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Tl
D
=

low

Skeptics
(40%)

Opponents
(15%)

Institute of Technology Management
Y Uriverci
A, University of St.Gallen

low

Promoters
(5%)
Delayer
(40%)
— Objective
& risks

B GW Management Advisory Group
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Donot fear failure -
': University of St.Gallen

You need to encourage innovation when
your companyos doing well
At Dell, innovation is about taking risks and learning

from failure.
Michael Dell,
Dell Computers,
2002
Page 23 | © 2011 BGW AG B GW Managementsﬁdézferg_?wilé%
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What can you find in a company with o
a strong innovation culture? YA University of St.Gallen

alignment
self-initiated activity
unofficial activity
serendipity

diversity

2 T o A

communication
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Source of all innovation is the human being,;
': University of St.Gallen

Innovation champions
are frequently
Aegocentric
Aimpatient
Aunadaptable

Are we looking for them
and are we encouraging
them?

Success factors: promoting a culture of innovation and recognizing
the potential of lateral thinkers

Page 25| © 2011 BGW AG B GW Management Advisory Gro_up
St. Gallen 7 Wien



Institute of Technology Management

Entrepreneurship as source for -
successful innovation YA University of St.Gallen

Triggers for Entrepreneurs:

1. Money

2. Autonomy
3. Creativity
4. Passion

Transforming the idea into a successful business as challenge.
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Overcome the orthodoxies -
of the company ': University of St.Gallen
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Vision driven Innovation
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NWe c¢choose tindhisgeradéob
because it ard because thgoalwill serve to
organize and measurebtins of our energies amn
skills because that challenge is one wdllarg
to accepione we awnwilling to postppaad
onewe ntend to wino

-John F. Kennedy 1961
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Summary -
N
YA, University of St.Gallen

Innovation requires an element of chance, but good
management increases the likelihood of success

Chance favors only the prepared mind!
Louis Pasteur
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Y Uriverci
A, University of St.Gallen

Attachment: background BGW AG
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. . . o
BGW AG i Service portfolio Y& University of St Gallen

Advise and in-house seminars:

A Strategic business development Strategic I ’
nnovation

A ' business
Alnnovation management management

] _ development
A Intellectual property (IP) solutions P

AWidespread partner network
Advice and Intellectual

in-h(_)use property
seminars (IP) solutions
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BGWAGT Current focus t oﬁiUngeétyéfStOGa.,en

Your success relevant subject areas Selection of our current work focuses

ABusiness model innovation

Corporate development ACreating Blue Oceans
ACulture of innovation and leadership

AOpen Innovation und crowdsourcing

Innovation management AEarly innovation phase and Lean Innovation
AService innovation

AIP strategy and processes
Intellectual property (IP) solutions ASt. Galler Patent Value Index (SGPI)
AEvaluation and exploitation of IP

We help you to shape and secure your future!
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) , -
BGWAG 1T We of fer € 'E University of St.Gallen

& proven practices Ma(?tﬁogs drenvgl?pﬁddndaractlce, tested and applied I

for over 20 years.

é approaches adapt e dThdreds no rigid stanadard metimod Used rbut the
situation approach individually tailored to your goals.

R e

Researgh promoti?nhand éeachiggnof the team at
e InStitute &F ‘?echno?ogy?\/lanagement at the
University of St.Gallen (Professor Gassmann).

e scientific anchor
concepts

The members of the BGW team have extensive

€ sound u n.d erstandi pra%tlcal expueﬁ'e'rlcg Sedide thgirq-lgG-doctoral
technical issues degree

;I'he BGW assists in the conceptual planning and

e comprehensive Lrational impfementation of joint projects.

YN
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