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DEGREE OF NOVELTY

 Incremental innovations
« Radical innovations
« Systemic innovations



Classification of iInnovations
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INNOVATION PROCESS

« Research and development (R&D)
 Production
 Marketing

Innovation Is an opportunity for something
new, different. It is always based on
change.

Innovators do not view any change as a
threat but as an opportunity



FOCUS

« Use the limited resources in the most
effective manner; focus on one of the
following:

— Operational output
— Top-quality products
— Perfect knowledge of customers



RECOMMENDATIONS

Solve the correct problem correctly — be
effective and efficient

Manage innovation as a project
Analyze risks

Use models, scenarios, computer
simulation

Study examples of succesful and
unsuccesful innovation projects



WHAT TO DO

Start with analysis and study of opportunities.
Go among people, ask questions, listen

Effective innovations are surprisingly simple.
They must be focused on specific needs and
on specific final products.

Effective iInnovation start on a small scale.

A successful innovation always tries to win a
leading position, otherwise you create
opportunities for your competitors.



WHAT TO AVOID

1. Don’t try to be too “clever”. All that is too
sophisticated will almost certainly go
wrong.

2. Don't try to do too many things at once.
Focus on the core of the problem.

3. Don’t try to make innovations for the
future but for today. An innovation can
have a long-term impact but there must
be an immediate need for it.



Three conditions for innovations

1. Innovation means work, hard, concentrated
and thorough work. If these gualities are
lacking then there is no use for the big talent,
cleverness or knowledge.

2. Successful innovations must build on your
strong points. The innovation must be
Important to the innovator.

3. Innovation must focus on a market, must be
controlled by the market (market-pull).



CASE STUDIES



Linet Zelevéice WLiner

« Hospital products

* Hospital beds, intensive care beds, medical
furniture and other equipment increase the
comfort of patients and help the nurses.

* Nursing-care products

* Nursing beds, bed accessories, bedside
cabinets, mattresses and other furniture.



http://www.linet.com/
http://www.linet.com/healthcare-equipment/products/health-care-program
http://www.linet.com/healthcare-equipment/products/nursing-program

No comment

1990




TOSHULIN

Development of new machines:

1. Customized —the machines developed
for the specific customer according to
Its requirements — market pull

2. Prototypes —there is no specific
customer — market push
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suggests designs

examines all ideas

elaborates

efficient and

performs routine

and problem and thoughts independently in reliable engineer; tasks
solutions without systematically details the ideas however, without
detailed which he gets to creative approach
consideration of all elaborate
possible results and
consequences
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Contipro

Connective
fissue

products

RNDr. Vladimir Velebny, CSc.


http://www.contipro-group.cz/en

Holding — current state

& 167 employees

& sales (2008) — 242 mil K¢

| ‘ &% export — 98% of total sales
B one of the biggest produces of
hyaluronanu inthe world

30% of the world market

60% of the European

market

& Customers in 43 countries




Sales In regions

Asia - Pacific

22%
USA &
Canada
32%
Eastern
Europe
4%
South
America
Western 3%
Europe

39%



3 pillars of success

1. Maximum attainable quality
2. Sharing expenses with customers

3. Development of original products



3M and post-it notes

Software Easel Direct
Notes , __ 7 Pads Response
) . — N
Meme

Cubes

Custom - )
Printed Netes



http://www.3m.com/us/office/postit/pastpresent/history_ws.html

More about 3M

A Century of Innovation The 3M Story

http://solutions.3m.com/wps/portal/3M/en_US/Ab
out/3M/



http://multimedia.mmm.com/mws/mediawebserver.dyn?6666660Zjcf6lVs6EVs666IMhCOrrrrQ-
http://solutions.3m.com/wps/portal/3M/en_US/About/3M/

1IGO = distribution of bateries

 Bateries and accessories for notebooks,
mobiles, cameras and other equipment

 Vision: to develop and sell simple and elegant
solutions, facilitate the use of electronic
devices

* online catalogue, e-commerce, CRM
« Customer - targeted marketing, flexibility

« Growth of sales by 80% in the first year, by
100% in the following year

http://corporate.igo.com/about us.aspx



http://corporate.igo.com/about_us.aspx

Adaptors X PP

« Patented technology iGo Technology,
powering of mobile electronic devices using

single (universal) adaptor,
* Power Technology Patent Brochure (PDF)



http://www.mobilityelectronics.com/power/igotech/index.htm
http://corporate.igo.com/pdf/Power_Patent_Brochure_01-15-09.pdf

Bang & Olufsen

www.bang-olufsen.com

VISION: ,Courage to constantly question the ordinary in
search of surprising, long-lasting experiences.”

Founded in 1925 in Struer, Denmark, Bang & Olufsen a/s is
world renowned for its distinctive range of quality audio, video
and multimedia products that represent our vision: Courage to
constantly question the ordinary in search of surprising, long-
lasting experiences. Bang & Olufsen employs over 2.550 staff
members and had a turnover of DKK 4.092 million (EUR 548,6
million) in the 2007/2008 financial year.

Bang & Olufsen manufactures a highly distinctive and exclusive
range of televisions, music systems, loudspeakers, telephones,
and multimedia products that combine technological excellence
with emotional appeal. Bang & Olufsen products are sold by
over 1.200 dealers in more than 100 countries in an extensive
network of retail stores. Approximately 65% of these stores are
B1-stores, which exclusively sell Bang & Olufsen products. The
B1 stores account for 81% of the total turnover.

Production also in the Czech Republic



http://www.bang-olufsen.com/

Bang & Olufsen — products




More case studies

* IBM Case Studies:
http://www.ibm.com/search/?en=utf&v=14&lang=en&cc=u
s&lv=c&g=case+study+innovation&x=13&y=5

 Industry podcasts: Midsized clients and

experts in seven industries share their insights -
http://www-
1.ibm.com/businesscenter/smb/us/en/mbpodcasts?&ca=s
mbindustryPodcasts101706&tactic=&me=W&met=inli&re
=smbibmcomTopPagesindustriesPromolusenl101706



More case studies

« Sustainable energy (hydrogen, fuel cells,
biofuels, zero emission, ...

http://ec.europa.eu/research/energy/nn/nn_pu/ar
ticle 1078 en.htm

* http://www.zoner.com/
* http://www.kerio.com/



http://ec.europa.eu/research/energy/nn/nn_pu/article_1078_en.htm
http://www.zoner.com/
http://www.kerio.com/

The most important innovations
In last 30 years

 http://www.pbs.org/nbr/site/features/specia
|/[subdir/top-30-innovations_slide-show/



http://www.pbs.org/nbr/site/features/special/subdir/top-30-innovations_slide-show/

Innovation categories

* sustaining — better products that can be
sold with higher margin to demanding
customers; iIncumbents win

» disruptive — commercialization of simpler,
more user-friendly products, which are
chepaer and targeted to new or less
demanding customers; new entrants win



Key elements of disruption

e (Customers at each market has limited
absorption capacity

 Technological progress usually is faster
that the ability of the market to employ It.
Companies focus on better products to
be sold with higher margin to unsatisfied
customers.



Sustaining vs. disruptive

« Sustaining: focused on demanding customers;
both iIncremental and radical. Incumbents have
resources and motivation.

* Disruptive: introduce products and services not
as advanced as existing ones, but offering other
advantages (simpler, cheaper, more user
friendly, ...) and focus on new or less demanding
customers.



FIGURE 2-1

The Disruptive Innovation Model
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Clayton M. Christensen: The Innovator’s Solution, Harvard Business Press, 2003



* Due to technological progress the
trajectory of the disruptive innovation after
some time crosses the trajectory of
demands of more demanding customers
and starts to replace incumbents who are
not principally ready to react adequatelly,
as they are motivated to suceed at ,better
markets, not to defend themselves on
Jinferior” ones.



FIGURE 2-2

The Up-Market Migration of Steel Minimills
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Source: American Iron and Steel Institute; interviews with company executives. Note that the tonnage
percentages do not sum to 100 percent because there are other specialty categories of steel.
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Clayton M. Christensen: The Innovator’s Solution,

Harvard Business Press, 2003



Figure 1.7 Intersecting Trajectories of Capacity Demanded versus
Capacity Supplied in Rigid Disk Drives
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Source: Clayton M. Christensen, “The Rigid Disk Drive Industry: A
History of Commercial and Technological Turbulence,” Business History
Review 67, no. 4 (Winter 1993): 559. Reprinted by permission.

Clayton M. Christensen: The Innovator’s Solution,

Harvard Business Press, 2003



Figure 3.3 Disruptive Impact of Hydraulics Technology in the
Mechanical Excavator Market
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Figure 3.6 Manufacturers of Hyﬂrauﬁc Excavators, 1948-1965
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Clayton M. Christensen: The Innovator’s Solution,

Harvard Business Press, 2003



Conditions of success -1

* Disruption is successful, as it is easier to
defeat competition that tries to escape
than the competition who fights

* Innovation must be disruptive for all
companies in the industry

* EX. Internet — for Dell sustaining, they
sold computers formerly by mail, phone,
etc.



Conditions of success - 2

* Following the trajectory upwards to market tiers
where it iIs possible to attain higher margins is
what good manager is expected to do.

« Each company therefore prepares its own
disruption. This is the innovator’s dilemma, but
also the start of innovator’s solution.

* The advice to new, growing firms: focus on
products and markets ignored or neglected ba
iIncumbents.



Two types of disruption

* New markets: compete with non-
consumption: simpler, more user frindly,
can be used by less sophisticated
customers (PC, transistor radio, desk
copiers).

» Low-end: focus on lower tiers of main
markets (minimills, discount stores,

Korean auto-makers); motivate
iIncumbents to leave the market



FIGURE 2-3

The Third Dimension of the Disruptive Innovation Model
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FIGURE 2-4

Examples of Companies and Products Whose Roots Were in
Disruption

~1870

~1950

~1960

History

¥

~1980

| ~2000

Kodak Beef processing Department stores
Bell Telephane (Swift, Armour) (Marshall Field's, Macy's)
Merrill Lynch Ford Catalog retailing

g (Sears, JC Penney, Mongtomery Ward)
asucs
{DuPont, Dow, etc.)

Sony Honda motorcycles

it McDonaid'’s
Minicomputers
(DEC, Nixdorf, etc.) Xerox Black & Decker Discount department stores
Toyota, Nissan consumer power tools (Kmart, Wal-Mart, Target)

: Ultrasound soft Japanese steel companies
Intel microprocessor tissue imaging Steel minimills

; Credit scoring in
Endoscopic surgery Southwest Airlines consumer lending Boxed beef

Flat-panel displays Fidelity (self-service = Charles Schwab Vanguard index mutual finds
investment management)

; Blended plastics Barnes & GE Capital
Personal computers Community colleges Seiko (Himont, etc.) Noble

Kodak Funsaver Portable diabetes ~ digital watches . Toys ‘R Us
single-use camera glucose meters  University of MCI, Sprint 7

Microsoft  Bloomberg Phoenix Embraer, Sun Circuit City,

A : Canadair Microsystems
Wireless telephony  Oracle  Canon photocopiers Dell 5 Homast[;%?:st.

Cisco Intuit QuickBooks (accounting) Computer Best Buy
and TurboTax software MBNA
Ink-jet printers

; . Galanz microwave ovens Digital animation (Pixar et al.)
Veritas, Network Appliance & air conditioners E-mail

pkay snimanned military. alrcraft Microsoft SQL database software ECNs
Palm Pilot, RIM BlackBerry Concord School of Law  Google  Linux Amazon.com

Sonosite Ultrasound Digital printing Online Online
Salesforce.com 802.11 stockbrokers travel agencies  JetBlue

Hyundai, Kia

New Market < > Low End




FIGURE 4-1

Value Networks for Vacuum Tubes and Transistors
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FIGURE 5-1

Product Architectures and Integration
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OPEN INNOVATION

« Chesbrough, H., “Open Innovation”, Harvard
Business School Publishing, Boston MA, 2003

* Closed innovation - requires control

 Open innovation

— companies use external as well as internal ideas and
both external and internal ways to market

— Internal ideas can be taken to the market through
external channels to generate additional value
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