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The Innovation Crisis

I Companies realize that innovation Is the best
avenue for sustained profitable growth, so
Innovation Is high on the CEO agenda
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the goods

AWeak R&D pipelines

ARising R&D costs

A Shrinking product life cycles
AEmergence of global loeost imitators
APoor track record of M&A
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I There are many more ideas and smart people outside youl
firm than you can ever hope to hire

A There is tremendous amount of knowledge and expertise among
your customers and partners waiting to be harnessed

A The global talent pool dwarfs the talent in developed markets;
emerging market talent is far cheaper and far hungrier
I Most new knowledge is socially constructettie
community is wiser than the sum of its members

I There are new types of intermediaries (and new
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Innovation reach and range

I There are new ways of appropriating value and protecting
asset rights (e.g., creative commons)
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would be expensive. There are just too many smart people out there. And so
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with. So the reason is simply to grow and to grow efficiently to get the very best
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- Tom Crepe (Associate Director, EBD group, P&G)
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exists, and in the strategic areas that we are trying to drive, make sure that we are

constantly scanning technology and bringing in anything that is going to enhance
2dzNJ F OAfAGE (G2 3ANRG Tl adSNpe

- Uma Chowdhry (Sr. Vice President and CTO, DuPont):



Leaders are laying down the gauntlet

P&G We will acquire 50% of our innovations from outside.

We expect a significant part of our offerings to be based
% on innovation occurring within the open source
community.

DIAL We have set an internal target of sourcing 30% of our
product concepts from outside.
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A Not all externallyfocused innovation is classic
open innovation.
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Innovation are emerging, ranging from open

source communities to tightly governed partner
ecosystems.

A What works for P&G does not work for DuPont or
for Red Hat Software
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Implementan externallyfocused innovation
strategy




Our Goal

To develop a practical and customized
roadmap for companies to pursue

Ay SUOBNJINKOE AYyYy20I
Three guestions:

1. What are the different models for netwosentric
Innovation?

2. What model or models are best for us, given our
context?

3. How do we make it happen at our company?



Our Fact Base

Primarily CPG and Technology companies
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The Rise of NetworKentricity

A Network-Centric Computing

A Network-Centric Organizations
A Network-Centric Supply Chains
A Network-Centric Warfare

A Network-Centric Advocacy

A Network-Centric (Social) Media



Defining NetworkCentric Innovation

An externallyfocused approach to innovation that
relies on harnessing the power of networks and
communities to amplify innovation reach,
accelerate innovation speed, and improve the
guality of innovation outcomes.

Fundamental principles:

A Leveraging the Global Brain

A Social knowledge creation

A Division of labor among specialized players
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A Nontraditional value appropriation
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Structuring theNCllandscape

Emergent

wLess defined / unstructured problem space

wExploration, novelty

wFocus on creating new knowledge/assets
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A
Network
Centralized Leadership Diffused
wDominant player led < > wCommunity led
wMore formal structures/linkages — wMore informal structures/linkages
wHierarchical e wEtherarchical
wLow decisional openness © ) wHigh decisional openness
wVisible core/periphery c>> % wLess visible core/periphery
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Structured

wClearly defined/structured problem space

wEXxploitation, efficiency

wFocus on utilizing existing knowledge/assets
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Models of NetworkCentric Innovation

Emergent Jam
& Central
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Innovation

STRUCTURED

EMERGENT

The Orchestra Model

Characteristics

Network w Focused on exploiting the market opportunities
CENTRALIZED  DIFFUSFD defined by arexplicit innovation architecture
Creative Jam w Found in markets where a proprietary dominant

Bazaar Central design has emerged

w Prominent innovatiorroles Orchestrator; Integrator;
Orchestra MOD Station Complementor; Niche player

w Emphasize modularity and innovation efficiency

w Highly organized and coordinated innovation
processes & support infrastructure

w IP ownership is proprietary and tightly controlled

ExamplesBoeing Dreamliner; Salesforce.com; Facebook




Orchestra in Play:
TheFacebool@pplication Platform



