INTRODUCTION TO OPEN INNOVATION - INCREASING THE
COLLECTIVE INSIGHT OF YOUR INNOVATION PROGRAM

I Colin Nelson

M Director of Enterprise Innovation

E colin.nelson@hypeinnovation.com
i colin_at_hype




Introduction: Colin Nelson

Director of Enterprise Innovation at HYPE
Innovation

= 18 years consulting, supporting organizations and
communities with enterprise collaboration
information & management

My day job:

* | run a multinational consulting team

= | help with adoption of enterprise & inter-enterprise
collaboration programs

= Focused on Innovation & Efficiency
= | write and talk about collective intelligence

www.hypeinnovation.com



Who are HYPE Innovation?

HYPE Innovation

Founded 20071
as Daimler
spin-off

Specialize in
Innovation
Management

Our Products

Headquartered
in Bonn,
Germany

Support Full
Scope of
Innovation
(End2End)

Offices in
Boston, Denver,
Abu Dhabi,
London & Lyon

100%
Configurable
> Evolves with

You

Off-the-Shelf
Experience-
Based Tools

Cloud or
On-Premise,
Buy or Rent




HYPE as a Solution Provider

Software Process

A trusted, turnkey
social process for
innovation

— ready to introduce

An easy-to-use, flexible
platform for innovation
— ready to implement

within your IT
infrastructure across your
organization
Implementation Enterprise
Services Innovation
| Consulting
Installation and
integration support v’ Strategy
into your infrastructure v Architecture

v Execution

www.hypeinnovation.com



Selected HYPE Clients Across Industries
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AGENDA
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* What's happening in online open innovation?
 Tools that help

 Tips for getting started
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e

What’s considered Open Innovation?

- S ; s i E
‘Open Innovation’ covers a VERY broad set of activities

Open Innovation isn’t new (but systemizing it and doing it at scale is relatively
new)

Two main directions:
* Add some external aspects to the systemized internal innovation program
e Systemize our current open innovation program to increase its scale

New activities are also possible by using technology wisely and applying what
we know about how large groups behave online
s gﬂ“l"’ ”’3 THWW w:k:f.im ] HEH..J
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Objectives & Challenges

Growth:

* Competitive advantage
« Adapt ordie

Pace of change:

* New technology
* Becoming more agile

www.hypeinnovation.com

Efficiency:

e Continuous Improvement
e Cost saving

Siloed working:

* Making the most of what we have
* Building new teams




Disruption

kpmg.com/CEQoutiook

Source: Global CEO Outlook 2015 (KPMG), page 4

| KPMG’s annual CEO survey shows us that CEQO’s
& Global CE0 Outlook 2015 | , are really concerned with disruption:

The growth imperative
in a more competitive
environment

The top four concerns raised by CEOs in this survey were:

.new entrants disrupting our business model 714%
.keeping current with new technologies 12%
..competitors’ ability to take business away from 69%

our organization °
..my company’s products/services relevance 66%

three years from now



Innovation is a Must-Have

84% execs say innovation
is critical; 6% satisfied
with performance

McKinsey

\,7

Only 25% of firms
effectively generate &
convert innovation

Booz & Company

www.hypeinnovation.com

o

INNOVATION

Fast Innovators are 18X
more likely to have 30%
revenue from
Innovations

Boston Consulting Group

There is a 81% positive
correlation between
innovation and
collaboration

HR Magazine




Organizational pressure

B |
%+ New entrants from emerging
= markets

.. * Disruption to the market and
~_  offerings

L

<,
PP o
W oad

* Hard to differentiate

X = We're all stretched to the
& limit

Need to do more with less

4 ?i:w@g,hy'peiﬁmaﬁén;com'
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Opportunities & Challenges

More ideas / Greater diversity / Wider net of expertise

Less control / Less secure / More worry about IP

Less understanding of motivation and how to
drive outcomes

12

www.hypeinnovation.com



Setting the scene

» Leaders know they need to develop more agile organizations to
adapt to change

* The context is Growth & Efficiency within an increasingly fast
moving world

* Complex organizations are establishing online innovation
management programs to get more from employees, suppliers and
customers
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 Setting the scene

 Tools that help

 Tips for getting started
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When we say ‘Open Innovation’ - what do we really mean?

* Diversity of opinion is crucial to

developing new«thlngs
\ |

{ internale efforts & invite
- world tojoinin

—

(3 L
www.'hypeinrw'iog.c




Where does HYPE fit in?

Vendors Suppliers Universities Alumni Partner Consumers Competitors

Collaboration Platform

Marketing Finance

Management

Internal
Audiences

Best
Practices

www.hypeinnovation.com



Strengths & Weaknesses of Tools

Tools offer:
* Scale
 Rigor of process

| - Knowledge & Portfolio management

Support for effective governance

Other tasks include:
* Promoting engagement

* High-quality content
Collaboration between invitees

¥ —

www.hypeinnovation.com .



Flavors of ‘scaled’ external collaboration

@ EIO-E  Diverse opinions collaborating to develop something that doesn’t yet exist

Problem
Solving

Using collective insight and diverse opinions to fix a known issue

NEELE  Finding expertise or knowledge from 3rd parties

Testing a concept or idea with those likely to be impacted by its
implementation

Gather feedback on current activities, with the goal to refine and

Feedback g
improve

www.hypeinnovation.com



What are the most common external groups?

UC SanDiego Academia m

A p A

Existing suppliers

The Mids ‘ - FUJITSU

Business customers

Your
Organization
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Mattel - Engaging the consumer

The challenge:

* How can we build a relationship with our Gonsumers
customers that love our brand?

 How can they contribute to innovation?

* How can the connect to other people that also
love our toys and collaborate?

www.hypeinnovation.com



Mattel - The Solution

Co:CC
] ] 2000
* Online focus group for interested RO
consumers consumers
* In parallel:
 Always open channel for comments and 3
ideas

» Campaigns focused on a real need

* Non-material topics, focus on
building brand loyalty ¢

https://myfpideas.com

Online platform
www.hypeinnovation.com



Mattel - What can we learn?

 Consumerideas have been
implemented from the campaigns

e Good ideas are out there, you need
to give them a channel & promote
it

 Anew TV show has launched on
ABC building on the concept of
consumer toy ideas

www.hypeinnovation.com

http://www.disneyabcpress.com/abc/shows/the-
toy-box/




Mattel

The challenge: -
.9

« Mattel have always gained ideas for toys from small
toy inventors and small companies

« External inventor submitted paper based concepts,
of various quality to different parts of the company

* The process couldn’t scale and was labor intensive

A need toincrease the number of inventors that
could participate and quality of submissions

www.hypeinnovation.com



Mattel - The Solution

Existing suppliers

« Entire Inventor Relations process put online

* Onesingle place for inventors to pitch toy
concept submissions

 Inventors apply for permission to take part
 Pre-agreedsetof T's & (C’s

« Set the quality bar very high, only fully
rounded concepts are welcome

* Use internal innovation team to process the
best content and make selections

« 200 inventors are now engaged
« 3,000 submissions in 2015
* Implementation rate of 2%

(60 new toys)

Online platform

www.hypeinnovation.com



Mattel - what can we learn?

Existing suppliers

« Automating elements of a manual process can have
some big benefits (scale, efficiency)

« \We're all capacity restricted, just generating ‘more’
isn’t helpful

« The motivations for external inventors were:
« Commercial benefit
« Leveraging the scale of a large organization
« Beliefin the process

www.hypeinnovation.com



Fujitsu

Business customers

The challenge: o O

* A change in market conditions, greater levels of
competition & customers asking for added value

* (Customers want a partner not a supplier

* Lack of deep understanding of customers
business, challenges and opportunities

N
FUJITSU

www.hypeinnovation.com



Fujitsu - The Solution

Business customers

« Established the ‘Activ8’, collective ® -
insight program for customers -~

* Online campaigns run with a portion of
each major customer’s employees,
focused on core business needs

* (Content used to gain a deep
understanding of the customers business

 Internal network of 250 distinguished
engineers used to develop new
solutions from Fujitsu & 3" party

* Rolled out across 60 core customers in the ‘ ‘ ‘

suppliers

Online platform

UK, now into Spain, Australia, France....

www.hypeinnovation.com



Fujitsu - what can we learn?

Business customers

* Business customers want you to do better, they -
] ] ] ] ] ‘
take pride in working with a progressive . o
organization ®9

* Online campaigns were a great way of getting
around those that normally control the business
relationship

* (Customers enjoyed the experience of
collaborating amongst themselves on their needs

 Motivation for the customer included:

O
« Adesire for a better, more innovative partner FUI ITSU

* Areal need to meet business challenges

www.hypeinnovation.com



ENLIGHT

The challenge:

* How can the lighting industry
differentiate itself in the face of low-cost
competition from Asia?

* Many organization across Europe have
an interest in solving that problem, how
can we engage them all in the same

conversation?

www.hypeinnovation.com

Academia

OSRAM




ENLIGHT - The Solution

* Coordinated by OSRAM, online
campaigns run looking for new
lighting use-cases

 Also looking for new ways of
combining existing capabilities to
develop new partnerships

85 new distinct use-cases identified
for exploitation (for common benefit)

» 25 new feature clusters created for
i i S lier / Part
development by partnerships Supplier | Partner @Supplier | Partner

Online platform

www.hypeinnovation.com



ENLIGHT - What can we learn?

N
» Complex networks will co-create and e
collaborate providing it's within a ‘safe’ ®o
space -~ - -
e
* A common legal wrapper was needed to
ensure everyone adhered to common A 4 A

principles

 Motivations included:

* Compelling reason to make a change

* Anunderstanding that the entire industry
required new solutions

OSRAM

www.hypeinnovation.com
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Key considerations

1
L]

* Processes and tools are reqmred to S
scale external collaboration
activities

.E._.-_ i:f

i

« New types of collaboration are
possible by applying online social
science techniques

« All parties need.to care to make it
work

F’

P hypelnnovatlon com




Questions to ask before you start

What's the purpose of engaging
externally?

What's our target community? ~ —=
/-.

. Who is driving this internally?

. What is the transaction we're
looking for?

What's the motivation of the
target community?

How can we engage the target
community?

What legal framework do we have
/ need to put in place?

www.hypeinnovation.com




HYPE Open Innovation matrix

Addressee

Motivation
of invitees

Engage-
ment model

Legal
framework

Marketing Suggestions

R&D —
Partner project
proposals

Feedback

Problem
solving

Commercial Joint

joint benefit innovation Loy

Supplier

Enthusiasm Satellite

for the topic innovation Disclaimer

olpti?n . The HYPE Open Innovation matrix allows us
selection . . .
to map any open innovation project and
ensure we’ve considered all key factors

IP protected

Time limited

Co-creation IP protection

Closed open
innovation

Finding
partners

: Expert
Marketing comrﬁunity

Government

Procurement Reputation

Community
innovation

Suppliers

supplier

www.hypeinnovation.com



Questions that will define a solution

T T ~ . A
Target
audience?
B2B B2C
One or
multiple 3rd
parties?
One Multiple
Joint Collaboration Collaboration
Innovation between 3rd between
parties? audiences?
No Yes No Yes
Collaboration Multi-Party “Closed” Community
with internal Innovation Open Innovation @@ Open Innovation

employees?

Yes

WWW. hypemnovatlo



Which 3rd parties deserve our time?

/- The third party has a
commercial reason
to share / help

information is
protected

 |P and confidential

Quality of

Vested interest relationship

ah J

Commercial Model of
considerations engagement

www.hypeinnovation.com

* We know who to

approach and what
to focus on

\

* Process and
technology can
be put in place
to facilitate
engagement

37



Always-open idea channels

0%, Y
v. v.'v.'

5

1. CoIIect ideas

2. Look if there is a need

Campaign-based ideation

1. State needs

v'

" 'r. .v.-
,

'r.\

2. Look for ideas



Considerations: Campaign-based ideation
« Steerideation process

» Getright ideas at the right
time

« Secure resources upfront
to implement good ideas

* Higher
implementation ratios

« Give innovators a challenge
« Higher motivation

* More frequent
communications

2. Look for ideas



Always open idea channels

2. Look if there is a need

Considerations:

Theme based

Ideas for which there is no
campaign

Request well-described ideas
(need, approach, strategic fit,
benefits...)

Expect less collaboration

Review process at regular
intervals

Clarify responsibilities for
reviews upfront

Include contributor in review
process



AGENDA HYPE @

 Setting the scene
* What's happening in online open innovation?

 Tools that help
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Prioritization of activities is crucial

-SSR N By

Who can offer something we don’t already have?
Where are the relationships strong?
What legal agreements are in place?

Which 3rd parties are interested in a different kind
of relationship?

How can we raise awareness of the activity
efficiently?

...etc.

www.hypeinnovation.com




Choose your challenge carefully

WV

* Arelationship exists
» They provide goods or services to you already
* There are legal protections in place such as an NDA

More challenging audiences include:

« Organizations that have a vested interest in helping
you where there is no current agreement in place

» Those that don’t know you
* You're seen as a commodity provider
» There are no legal protections in place

www.hypeinnovation.com



Tips for getting started

Keep things simple: Super charge
something you're already working on
- with external input

Pick your audience carefully:
Suppliers and business customers
are likely to be most open to an
initial conversation

Focus: You can’t do everything, so
consider where the opportunities are
the strongest and 3" parties likely to
be most engage

. Involve your legal support early:
They will be invaluable

F P

www.hypeinnovation.com




Summary
Scaling up your innovation efforts to include external parties can be achieved in a
systematic manner
Choose lower risk approaches initially to build up experience and credibility

Ensure you have a full ‘Open Innovation Scenario’ before you start

|

.hypeinnovation.com




QUESTIONS?

B Colin Nelson

1 Director of Enterprise Innovation




