Creaﬁvfty@ Work

Amsprican Creathvity Assodlatson
International Conlersnce 1006

_ VO

C;V Innovating On Purpose:
Managing the Innovation Process

'/

b

]

Dean Hering
Chief Innovator, OVO

dhering@ovoinnovation.com
(919) 844-5644 ext 700
Www.innovateonpurpose.com

© 2006 NetCentrics Corporation

VO

»

Who is this Man?
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The World’s First Managed
Innovation Organization

« Edison

* Menlo Park

¢ The Muckers

« Other Team Members

« Creating, Capturing, Evaluating, Developing,
Launching

¢ The Wizard of Menlo Park
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(f:,}/’ What We Want to Accomplish

¢ Understand/Define

« What innovation is and how it relates to creativity

« Why we care about innovation and managing it

* A methodology and framework for innovating on purpose
« How you can get started at your organization
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H Innovation is people putting ideas
into valuable action

Innovation does not have to be accidental
Innovation is not just creating new ideas
Innovation is a manageable business process
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(f:/}/’ Types of Innovation
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Technology

Near to
Existing

°
Near to New
Existing
Business Model Adapted from Making Innovation

Work by Davila, Epstein, Shelton
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’CZ}/ Why Do We Care About Innovation
: and Managing It?
]
Do you want fries with that?

* Growth
* Profitability and Value
« Competition
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’C/}/ Why Do We Care About Innovation
: and Managing It?
[}
* 66% of CEOs: innovation is one of the top 3 strategic priorities
for their company
« Over 87% felt that organic growth through innovation is
essential to success in their industry
« The Global Innovation 1000 spent $384 billion on R&D in
2004
« Superior results are a function of the quality of an
organization’s innovation process
« Innovation excellence can boost profit margins by 4%

Sources: Boston Consulting Group Innovation 2005
Booz Allen Hamilton Global Innovation 1000: Money Isn‘t Everything
Arthur D Little Innovation Excellence 2005
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’Cﬁ}/ What Key Business Functions Do
6 Organizations Leave to Chance?
]

* Not Sales

* Not Quality

« Not Product Management
* Not Finance

« Innovation

Most management is done to extract the most
efficiency possible in our processes.
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You can’t grow by cutting costs. You grow by
innovating new offerings that customers buy.
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’Cj}/ Most Organizations Innovate by
v Accident

¢ Less than 25% believe they have fully mastered
driving business from innovation

« Innovation is generally viewed as an R&D task or an
action to be driven by the market

Arthur D. Little survey of 669 global execs
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% You Can Innovate on Purpose
]

It can and should be part of your business process
« Itisadiscipline like other business process
< It is creativity applied for the benefit of others
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é Innovating On Purpose: Methodology
]

« Structured approach to managing the
innovation process
« Allows for spontaneity as well as
taking specific actions
« For each component we’ll talk about
— The purpose and function

— Examples
\ — Questions to ask yourself as you start
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6 Innovating On Purpose: Methodology

[}

« Generate/Create

« Capture

« Evaluate

« Develop

« Launch and Build

Lamnen
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= Generating and Creating Ideas

H ROy

« Purpose: Provides raw materials for
innovation: ideas

« Example techniques
- Future mining/farming & scanning
— Brainstorming: classic and extended
— Five Levels of Look, Listen, & Learn

- Avticulated and unarticulated customer
needs; bugs mes

\ — Connecting (including internal,
customers, partners, suppliers, outsiders,
and more)

- Recombinant ideation
- Bright ideas

— Al the things you are learning at this
conference!

© 2006 NetCentrics Corporation

www.amcreativityassoc.org




Creatfmy@wark

American Creativity Assodiaton
International Contemnce 1006

VO

Choose Your Innovation Mix
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ones we should develop.
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We have plenty of ideas. What we
need is a way to decide on which
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Start with Better ldeas
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% 5 Levels of Look, Listen, & Learn

OO
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% Magnify Examples
]

« Dual cups and sleeves
« Drips and runs
¢ The minivan plan

SO
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% Lead User Examples

* Mountain bikes
« Target markets vs. lead users

Lead User concept adapted from
Democratizing Innovation by von Hippel
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& Lead Users
% Stats
]
« 10% to 40% users engage in developing or
modifying products
« Innovation is concentrated among lead users
 Lead user innovations often become commercial
products
* 3M: 8times revenue from Lead Users vs. internal
© 2006 NetCentrics CorEcranon
=V How Do You Find Lead Users?

© 2006 NetCentrics Corporation

www.amcreativityassoc.org




American Creativity Assodiaton
International Contemnce 1006

wuisiNORTH SA_O..Q,NA..

© 2006 NetCentrics Corporation

_ VO

Trends

« Cocooning Example
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* Questions to ask as you start

> — How are we marshalling our creativity?

- Who is responsible for working with Lead Users?

— Do we routinely gather or go where staff,
customers, suppliers, experts, and others gather to

_—
« Examine opportunities
« Brainstorm for ideas
— Have we defined effective ways of gathering
unarticulated needs of existing and new
customers? Bugs mes?

- Are we Edisoning (making connections outside
our organization)?

- Who is responsible for us generating better
ideas?
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= Capturing ldeas

«  Purpose:

— Safely store or “bank” ideas for
evaluation and/or future use.

— To capitalize on generated ideas now
and in the future.

— To incubate ideas—fortify an initial
concept with context, improvements
connections, and elaboration.

« Examples

— Suggestion systems

— Spreadsheets

— Corporate databases

— Specialized software

© 2006 NetCentrics Corporation

Idea Details

s’ Sentrics Corporation
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= Capturing ldeas

* Questions to ask:

— If a staff member, customer, supplier,
partner or someone else has an idea,
do they know how to submit it?

— Do contributors know what to expect
once they’ve submitted an idea?

— Do we have an easy way to capture
ideas 24/7?

— Do we have an easy way to search
and connect ideas?

— Isiteasy to add information to the
idea?

— Who is responsible for maintaining
our capture system?
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Purpose:

— Provide a structured system to
determine which ideas are moved into
development and at what pace

Example Evaluation Components

— Step-by-step workflow (e.g., Legal
then Marketing...)

— Stage Gate

— Value Opportunity Analysis

— Expert interviews

— Market Research

— Evaluation scorecards

— Disruptive potential
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Value Opportunity
Analysis
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Drug Screening Evaluation
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= Evaluating ldeas

4 sty « Questions to ask:
4 — Do we have a structured mechanism
ol for evaluating contributed ideas?
— Do contributors know how the
process works and what to expect?
— Do we have innovation savvy
reviewers involved in our evaluation?

— Do we have a means to evaluate the
ideas outside of ROl and other

\ standard measures?
— Do we have a bias for first mover or

fast follower?

— Are we including launch in our
evaluation?

— Who is responsible for this?
© 2006 NetCentrics CorEoraﬂon
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= Developing Ideas

« Purpose:
— Provide a structured means to
develop the innovation
« Examples & Questions
— Most organizations have a new
product development process that
includes everything but...

« Rapid prototyping
\ — Get the idea out into the market in
front of customers as quickly as
possible
— lterate the idea as you gain new
insight from customers
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Rapid Prototyping Examples

« Clorox: less than 24 hours concept to prototype
« Caller ID turned meeting display
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= Developing Ideas

*  Questions to ask:

— Do we have a process for developing
rapid prototypes?

— Do we expect to throw away the first
prototype?

— What is our mean time from concept
to prototype?

— What is our mean time from
prototype to requirements or first
product?

— Does our New Product Development
process integrate with the rest of our
innovation management system?

— Who is responsible for this ?

© 2006 NetCentrics Corporation

_ VO

= Launch and Build

« Purpose:
— Launch innovation into the market
and convert idea to value
« Examples
— Launch Playbook
— Disruptive vs sustaining introduction
— Market positioning
— Crossing the Chasm

Lamnen
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= Launch and Build

*  Questions to ask:

Does my evaluation process include
launch?

Does everyone have what they need
to evangelize the offering?

Have we clearly made plain the
problem we are solving that
customers know they have?

Have we identified the market where
we little or no competition/where we
are supplying something customers
can’t otherwise get?

Who is responsible for offering
launches?
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« Purpose:

« Examples of Innovative Cultures

VO

Create an environment that fosters
innovation

Strategic alignment

You get what you measure
Compensation

Failing forward is ok

© 2006 NetCentrics Corporation
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* Questions to ask

VO

How do we compensate/motivate
people to submit ideas?

Do we provide training in basic
creativity and group idea generating?
Do people feel that it is ok to fail?
How are we measuring management
for innovating?

Who are our champions for
innovation within our organization?
What barriers exist to innovation and
how can we change them?
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The Innovation Framework

© 2006 NetCentrics Corporation

_ VO

Innovation As a Business Process

« We’ve demonstrated a straightforward business
process to support innovation

« This process is made up of defined phases

« This process sits within the same organizational
structures as other key business processes

* The big question: Do you think innovation can be
managed as a business process?

© 2006 NetCentrics Corporation

- How to Get Started

[
* Get Your Leadership On Board s
* Pick Your Portfolio &
o

« Decide How to Evaluate gﬂiﬁ%

« Establish Metrics, Incentives, and Rewards
« Create Your Capturing System
« Generate Better Ideas

o

sy
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Resources

« Key point: do something now
— Individually:
+ You say tomato, | say Creole
+ In projects you manage
— In your work group
— Across your organization
« Start by focusing on how to capture, evaluate, and
reward ideas
« Form an innovation group with other interested
people in your organization
« Grow as you go
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Resources

Making Innovation Wark ; How to

[ ] H All phases
ﬁ l1.?'.5"":‘.'.'. ,'[‘,",‘ff?f',_‘ﬂ':‘,’_"""‘" All phases
[ R All phases
v Pater F. Cruzker (Faperbach
==
T ety o Innoathon; Cultivatiog All phases

tha Synergy That Fosters Nev ideas
by Elana Duedon (Hamcover
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= Resources

Sasing Wht's feit! Using Theotes
ol Innovation te Prasict Industry

Evaluation and Launch

Evaluation and Launch

tinm Brpakibeoughs Hagpen: The
Burprising Truth About Har Generating and Launch

Companiis nnosts

% Ihe A of Innovstion | Lessons in Generating, Culture,
Crmativity from IDEQ, America’s
Leading Design Hon prototyping
¥ Tom Kabey, ot M {Hartcover
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Lead Users (Generating)

Generating, Culture,
prototyping

Evaluation

Evaluation and Launch

AWHAGE, 05 THE SIDE OF THE
HILAD : b Yol Gon B More
Creative

¥ von Cach (Paps

smeeewes Thinkeiays (4 Hondbeok of Busicess
11}l Creativiees
¢ Hachsal Machik ek

o intelligence
by Jff iawking, Sandes Blsketies
(Hanscover)
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6 Resources

Generating

Generating

General
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