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All you need to read

tart-ups are hotbeds for innovation. But the
emphasis on building a winning product is so
strong that start-ups don’t pay enough attention
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employment relations proved even more disruptive to
a company’s success and growth in market
capitalization than replacing a founding CEO with an
outsider,” says the research. The lesson: factor in

employee blueprints in the business plan.
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regulations. Or it could be about dealing with
governments. And many times, about political
uncertainty. So what can multinational
companies do to navigate these risky
environments? This interview, based on an
upcoming book, offers some answers. There
are some simple things that CEOs must look
at: like, is their business politically sensitive?
Besides, “business managers must take a
significant role in pushing for a multilateral
agreement on foreign direct investment, or at
least become active in promoting lesser
changes that will lead to more balance and
security in the current system.”

Chapter 2 in the innovation story

picture of Intel’'s Andrew Grove, which goes beyond Intel
to a part of his life Grove keeps strictly private. Born in a
humble household in Budapest, he saw the raw side of
life. His circumstances were against him: be it his
deafness caused by an ear infection, or being a Jew in
Hungary during WW II. Ultimately, Grove was forced to
flee to the US via Austria. Penniless, a 20-year-old Andy
arrived in New York. That's when Round Il of his struggles
started. Tedlow effortlessly makes the transition from
Grove’s personal struggles to the birth of Intel, and also
details the evolution of the semi-conductor industry. The
book is also about Grove, a hardcore operations person,
who becomes a savvy management person.

As traditional innovation methods lose effectiveness, a clutch of companies show what might be the way forward

Getting employees
to think wild

he onus of innovation is increas-
ingly shifting beyond the compa-
ny. But that doesn’t mean that em-
ployees are not responsible any
more. What has changed howev-
er is that while earlier, innovation was the
responsibility of a select group of individu-
als, today it has to be an organisation-wide
effort. Strategy guru Gary Hamel feels that
CEOs are often hamstrung by the notion that
innovation is the purview of “creative peo-
ple with a particular gift”. As aresult, every-
one else remains away from the responsi-
bility of coming up with new ideas. This lim-
its the quality as well as the quantity of ideas.

Involving all: Says Nick Donofrio, executive
VP, innovation and technology, IBM, “Not
everybody can be an inventor, creator or dis-
coverer. But everyone has the ability to see
things differently. Everybody can be an in-
novator.” That notion is becoming popular.
According to IBM’s Global Innovation Out-
look 2.0, when CEOs look for sources of new
ideas and innovation, they are increasingly
looking at partners, customers, rivals and
laboratories and other institutions.

Take Google, the company which adds an-
other idea to its roster of innovations almost
each time you blink. Google News, Orkut,
AdSense, Google Suggest and now Google Fi-
nance. What makes Google a hotbed for new
ideas? A simple rule called 70:20:10. Each em-
ployee is supposed to spend 70% of her time
doing what she has been hired for, 20% on
something related to it, and 10% on some-
thing radically different. Google’s new ini-
tiatives came out of that. Take the latest,
Google Finance. Two Bangalore-based Google

engineers, A C
Narendran and
Navneet Loiwal,

came up with the
idea of a financial
news portal during
the 20% time. Their
concept caught the
eye of a product
manager in Moun-
tain View. Eventual-
ly a team spanning
five time zones came
together virtually
and created Google
Finance. “It’s about encouraging wild ideas
that may not go anywhere or may become
blockbusters,” says Anil Gupta of Maryland’s
Robert H Smith School of Business.

3M has had a similar initiative. Its tech-
nical staff have to spend one day a week work-
ing on projects of their choice. Some com-
panies like furniture retailer IKEA use a vari-
ant of this idea. Each time IKEA opens a new
store, it asks the general manager of every
new store to invent one department which
doesn’t exist in the IKEA system. “If you
open 100 such stores every year, you’ll have
100 ideas. If even five of them have global ap-
plicability, then what you have is a mecha-
nism for constant invention without actual-
ly creating chaos,” says Gupta.

Idea generators: Some companies have dis-
covered that large-scale brainstorming is a
good idea. Take IBM, which put together a
web-based tool called ThinkPlace. It exists
inside IBM’s firewall and is available to all
employees. “An employee can get on to
ThinkPlace and put up an idea. ThinkPlace
has people with expertise who have to pick
it up, evaluate it and nurture it if it is a good
idea,” says Donofrio. Launched two-and-a-
half years ago, ThinkPlace has had 78,000
participants, and—hold your breath—10,000
new ideas! “We paid out a couple of million
bucks worth of ideas,” says Donofrio talk-
ing about the rewards. “About 500-600 of those
ideas have actually gone somewhere. Which
isn’t bad at all.”

Bolstered by this, IBM launched a three-
day ‘innovation jam’ on the web. They out-
lined four topics and opened them to dis-
cussion for 72 hours. Look at the sheer num-
ber of participants: 150,000 IBMers, 12,000-
13,000 family members and 70-80 clients.
The result? 46,000 ideas. But more impor-
tant, “we got so much energy focussed on
innovation,” says Donofrio. The 46,000 ideas
were whittled down to just 10, which got
funding. “We are doing all these things to
change the culture. There is a method in
the madness. We are trying to get people
who thought about only technology for tech-
nology’s sake to understand that it’s dif-
ferent,” says Donofrio.

Microsoft has a ThinkWeek for ideation
and Yahoo! has a Yahoo! Hack Day which al-
lows employees to hack into the company’s
programs to develop new features and ap-
plications. Yahoo! is meanwhile launching
something called the Brickhouse, a 14,000 sq
ft office in San Francisco, to tap the entre-
preneurial spirit of its employees. (N\m | TNN)
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hen you are at the height of suc-

cess, it is hard to accept that

there are limits to growth. That’s

the uncomfortable truth that
consumer products giant Procter & Gamble
had to face in 2000. So far P&G had had a dizzy-
ing rise to the top—from a $25-billion compa-
ny it had grown into a $70-billion powerhouse.
But suddenly, something somewhere was se-
riously wrong. The competition landscape had
changed. Nimble rivals were biting off chunks
into P&G’s sales. The company’s new product
launches, once darlings of the market, had lost
their zing. CEO A G Lafley realised that the
one thing that could possibly rescue P&G—
R&D productivity—was showing signs of slow-
ing down. The company’s innovation success
rate had slumped to 35%.

Relying entirely on internal R&D worked
fine when the company was relatively small.
But now it needed something radical in terms
of innovation to power its future growth. What
P&G did next was completely counter-intu-
itive—and that, in many ways, shaped the way
other companies started to rethink their in-
novation strategy.

Just like P&G, a handful of companies have
started stepping out of their comfort zone to
tap innovation in radically different ways.
What are these experiments like and how will
they shape Chapter 2 of the innovation story?

Whose idea is it anyway? Back to our original
example. How did P&G deal with its mid-life
crisis? “P&G realised that it does not have any
monopoly over great ideas,” says Anil Gupta,
the Ralph J Tyser professor of strategy & or-
ganisation at University of Maryland’s Robert
H Smith School of Business. So Lafley
launched a concept called Connect and De-
velop. P&G would use the web to connect with
individuals across the world with smart ideas
and engage them in collaborative innovation.
In turn, P&G would reward that person
through royalties or other mechanisms. The
idea being that anyone anywhere can come
up with ideas. And P&G, which is good at de-
veloping and commercialising innovation,
steps in and takes those ideas forward.

Lafley launched an ambitious target: 50%
of P&G’s innovations would have to come from
outside. The central idea, as a Harvard Busi-
ness Review article summed it up, was that for
every researcher at P&G, there were 200 sci-
entists or engineers elsewhere in the world
who were just as good—a total of perhaps 1.5
million people whose talent P&G could use.

The pay-off was huge. Look at some of
P&G’s recent blockbusters, like Swiffer Dusters,
or the Crest SpinBrush. In 2006, more than 35%
of P&G’s new products came from ideas out-
side the company, up from 15% in 2000. Almost
45% of the initiatives in the company’s prod-
uct development portfolio have elements from
outside. R&D productivity is up by 60%, and
the company’s innovation success rate has
more than doubled, while R&D costs have fall-
en drastically. “When you tap external inno-
vation, the direct cost to the company is quite
minimal and the incremental benefit can be
quite huge,” says Gupta.

Enter crowdsourcing: This initiative had an
unintended consequence: a new breed of com-
panies in the innovation intermediaries busi-
ness. Take the Massachussetts-headquartered
InnoCentive. Some of the prickliest problems
in the R&D business today are those that con-
cern drug discovery. Six years ago pharma-
ceutical company Eli Lilly realised that it could
manage its own risk in drug development more
effectively if they were able to also tap exter-
nal resources. So it launched a portal called
InnoCentive, a “marketplace for ideas”.
Scientists and researchers from all over
the world would become members of Inno-
Centive, and help the company look for solu-
tions. The premise is similar to P&G’s Con-
nect and Develop. “For every 1,000 people you
have, there are 5 billion more elsewhere in the
world that have the potential to change the
equation,” says Dwayne Spradlin, CEO, In-
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For every 1,000 people you
have, there are 5 billion more
elsewhere in the world that
have the potential to change
the equation

Dwayne Spradlin | ceo, INNOCENTIVE

noCentive. Today InnoCentive has 120,000 sci-
entists, researchers and entrepreneurs as
members and a success rate of 30%. Apart
from Eli Lilly, InnoCentive clients include Dow
AgroSciences, Novartis, P&G and even non-
profits like The Rockefeller Foundation.

Similarly, the Cleveland, Ohio-based Nine-
Sigma, connects companies with problems to
innovators with solutions. Apart from allow-
ing individual scientists, NineSigma also works
with incubators, scientific organisations and
companies with expertise. Then there is
Yet2.com. Here the notion is that about 80% of
the technology a big company develops, typi-
cally goes unused. Other companies can li-
cense them and the originators can use that
to bolster their revenue stream. Yet2.com’s
original sponsors include 3M, Boeing, DuPont,
Ford, Monsanto and Polaroid.

You scratch my back... In 2005, Piggly Wiggly,
a South Carolina-based grocery chain, tested
a new set of check-out systems in one of its
stores: all customers had to do was get a fin-
ger scan at the checkout counter. The finger
scan is linked to their account as well as the
store’s loyalty programme—no need to swipe
credit cards, thus reduced possibility of fraud.
It was a hit and Piggly Wiggly rolled it out in
all its stores. Soon other retailers like Albert-
sons, Jewel-Osco, Lowes Foods and Harris
Teeter followed suit.

This new check-out solution was conceived
by a young Silicon Valley start-up called Pay
By Touch. On its own, Pay By Touch did not
have the wherewithal to get its idea to mar-
ket. IBM stepped in and lent its technology ex-
pertise and marketing prowess.

Under PartnerWorld programme, IBM col-
laborates with nearly 4,000-5,000 independent
software vendors the world over and Pay By
Touch is just one of them. “This is all about
cooperation between companies that are in
complementary businesses, where none of the
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pieces by themselves are sufficient to create
a customer solution,” says Gupta. That’s also :
the reason why IBM works very closely with
the venture capital community: so thatitcan :
identify tomorrow’s winning ideas today. Says
Nick Donofrio, executive vice president, in-
novation and technology, IBM, “Where there’s :
money, it’s always a good idea to pay attention !

to what people are investing in.”

Semiconductor company Texas Instru-
ments (TI) is also a staunch follower of the
‘erow with me, co-innovator’ route. It has a for-
mal third-party ecosystem programme in place,
and in India, 50 companies are part of it. The
idea is similar to IBM’s: the partners, with ex-
pertise in different industries, get to work on
TT’s silicon lines. TI, in return, gives them mar-
keting support, allows them to advertise in :
their publications, and helps them participate
in trade shows. “We help our partners get glob-
al business, and with them, we also win,” says :
Bhartendu Sinha, head, partner business man- :
agement, TT. TT’s partners include some of Ban-
galore’s hottest start-ups: Ittiam Systems, :

Adamya, Sasken Technologies and Hellosoft.

They have grown this way. In Ittiam’s start-up
phase (2001-03), for instance, TT helped it with :
tools, technical support and consulting. In 2004
when Ittiam started coming up with world- :
class IP and also started winning awards for :

that, TI started taking it to its customers. In
2006, Ittiam finally came out with a reference
design, and this means “tighter coupling” be-
tween TI and Ittiam. “They facilitate product
innovation that helps us. And we help them
win global business,” says Sinha.

Interesting initiatives, but... These ideas are in-
teresting but does your organisation have the
stomach to get such initiatives going? The
biggest stumbling block is perhaps every or-
ganisation’s quest for discipline and efficien-
cy. Says Gupta, “The reason why a lot of com-
panies are not very good at innovation is be-
cause they don’t know how to get out of this
trap of discipline and efficiency, because that’s
how you make money. You need exploration
and chaos for innovation. Given a choice be-
tween complete discipline and complete chaos,
most CEOs would go for complete discipline.”

One trick to overcome this problem is to
have ‘bounded experiments’, like what IKEA
does with the new departments in its stores.
“So if there is chaos, it is bounded. It doesn’t
destroy the ongoing efficiency of the compa-
ny,” says Gupta.
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Need a solution?
Tap the expertise
of the masses

here are companies which have problems and there in-

dividuals who might have solutions. Recognising this, in

2001 Eli Lilly set up InnoCentive to connect the two. To-
day InnoCentive has an impressive list of clients and a network
of 120,000 scientists, researchers and entrepreneurs. Nearly 15%
of these are in India. These people are not employees. Most com-
panies post their problems anonymously on the network and
scientists search for solutions. If a scientist hits a breakthrough,
he gets a reward, often running into millions of dollars.

Traditionally focussed on life sciences and chemistry, Inno-
Centive will now expand its focus to high-tech specialisations
such as microelectronics, semiconductors, mechanical engi-
neering, hardware and software. It is also evaluating the possi-
bility of getting into energy research—upstream oil and gas and
renewable energy. Like InnoCentive, other companies like Ni-
neSigma and Yet2.com have also jumped into ‘crowdsourcing’,
as one may call this new phenomenon. What is making crowd-
sourcing so important today? Why are large companies turn-
ing to the likes of InnoCentive to solve their R&D problems?
Dwayne Spradlin, who recently took over as CEO of In-

noCentive, offers some answers in an hour-long interview with
TOI’s Neelima Mahajan. Excerpts:

Q. Why is it no longer desirable to restrict the innovation
process to just internal R&D departments?

A. When companies engage in scientific innovation, new prod-
uct development, or even rethinking the way a company pur-
sues its business model, they have a tendency to think in mono-
lithic terms. It’s a fairly one-dimensional view of the world.

What has only very recently been possible, is being able to
tap millions of individuals with diversity of perspective, ex-
perience and capabilities. When an organisation has an R&D
group that has been looking at that problem for some time, it
often becomes “unsolvable” within the organisation. On a net-
work like InnoCentive there are scientists from completely dif-
ferent fields of endeavour who quickly solve the “unsolvable”
problems because they bring with them different perspectives—
or just access to different information.

This ability to tap individuals with a diversity of experi-
ence can improve your time-to-market, your cost of develop-
ing new products and even your ability to react dynamically
in a quickly changing world.

Q. Have you come across companies caught in this syndrome?
A. Most companies are a product of “not invented here”. Those
words typically talk to that organisational artefact that has peo-
ple focussed on their own research organisation, their own strat-
egy organisations, the notion that they must be better than any-
one else in the world. “Because we hire smart and best people.”
Because for every 1,000 people you have there are 5 billion more
elsewhere who have the potential to change the equation.

Q. Are there any pointers on what kinds of innovations com-
panies should restrict to their own R&D departments?
A. Two types of problems are of particular interest for net-
works: problems that are highly bounded with specific success
criteria. They can be described in precise terms where the suc-
cess criteria are well-defined. Two, where we look for the best
new ideas is also a terrific problem for a network like ours.
But something that requires years of deep entrenched re-
search, tremendous amounts of capital and long-term labour
expense is not a good example of a problem for an outside net-
work. You will typically use your internal R&D organisation or
outsource to an external contract research organisation

ATTENTION” “ATTENTION”
" CLOSURE OF LEVEL CROSSING GATE
AT CHUNABHATTI from 11.00 p.m. .

- of 13.03.07 to 6.00 a.m. of 14.03.07

A traffic block will be operated from
11.00 p.m. of 13.03.07 to 6.00 am. of
14.03.07. During the block period, surfacing
(Asphalting) work will be undertaken
at Level Crossing Gate No.1 near
Chunabhatti.

Passengers are requested
to bear with the Railway Administration
for the inconvenience caused.
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