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INNOVATION IS THE CORE DRIVER TO MEET CRITICAL BUSINESS CHALLENGES

In a 2007 McKinsey Quarterly article on “Leadership and Innovation,” the authors made it quite clear that
“Innovation is a core driver of growth, performance and valuation.” One thing has changed in the past 10
years: innovation has evolved from being “a” core driver to now being “the” core driver.

That’s quite evident from an examination of global CEO surveys over the past 2 years, and the essential
role innovation plays to meet the top CEO challenges. From the Conference Board’s CEO Challenge 2015
(with data from over 900 global executives), KPMG’s Global CEO Report 2016 (with 1,300 global
executives), and Gartner’ 2016 CEO and Senior Business Executive Survey (400 global executives), these
are the top challenges that CEOs say they face today:

1. Accelerate and sustain business growth

2. Attract and develop human capital

3. Enable innovation throughout the entire organization

4. Focus relentlessly on customers

After those, the Conference Board and KPMG also name:

5. Achieve operational excellence
6. Promote sustainability with all stakeholders
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7. Implement disruptive technologies
8. Develop stronger marketing and branding

CEOs also see the necessity for, and perhaps the inevitability of large-scale, transformative change in just
about every facet of their companies. The Boston Consulting Group (BCG) describes what this means in
their 2015 New CEOs Guide to Transformation:
“We define a transformation as a profound change in a company’s strategy, business model,
organization, culture, people, or processes... a fundamental reboot that enables a business to achieve
a sustainable, quantum improvement in performance, altering the trajectory of its future.”

And that level of change is just what CEOs have begun to carry out, as KPMG further reports:
o  41% expect to be running significantly transformed companies in 3 years’ time
e 50% are currently attempting to change their culture
e 65% are concerned that new entrants are disrupting their business models
e 72% say the next 3 years will be more critical for their industries than the last 50 years
e 80% are currently restructuring their organizations or have recently completed that restructuring

Such “profound change” requires profound levels of innovation. And it leads us to the conclusion that
being innovative is the fundamental core capability for responding to key business challenges and
addressing top strategic priorities. The reports by the Conference Board and KPMG illuminate some of the
specific targets for innovative solutions that can deliver the top CEO priorities. For example:

To transform GROWTH, innovative solutions are needed for:

e Generating disruptive business models — and responding to competitor disruptions
e Collaborative growth through partnerships or other “open innovation” relationships
e Better measures of the tangible and intangible impact and value of innovation

e Trust-building, ethical accountability, and transparency as fundamental to growth

To transform HUMAN CAPITAL, innovative solutions are needed for:

e Attracting and developing new talent who are “ready and agile” — including Millennials
e (Creating and managing new knowledge

e Revitalizing the organization design in terms of networked teams, not silos

To transform CUSTOMER CENTRICITY, innovative solutions are needed for:

e Co-innovating relevant, new products/services, with customer involvement

e Using technology to drive change in the way organizations interact with customers
e Meeting the ethical and “green” expectations of “good consumers”

To transform OPERATIONAL EXCELLENCE, innovative solutions are needed for:
e Digitizing the entire value chain
e Increasing quality, efficiency, and productivity at all levels
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To transform SUSTAINABILITY, innovative solutions are needed for:
e Developing new levels of relationship with all stakeholders, including activist shareholders
e Enhancing the portfolio of sustainable products and services

To transform the generation of DISRUPTIVE TECHNOLOGIES, innovative solutions are needed for:
e Keeping up with the newest technologies
e Improving the effectiveness of R&D

To transform MARKETING AND BRANDING, innovative solutions are needed for:
e Reshaping sales and marketing, while ensuring that sustainability is part of the brand
e Communicating transparently and digitally with customers, employees, and stakeholders

But that brings up the question: If CEOs want growth, and innovation drives growth, who drives
innovation? The leaders in Product Development? Technology/R&D? Marketing? Operations? Quality?
Human Resources? Strategy? Organization Development? Customer Relations? Sustainability? Chief
Innovation Officers? All of the above?

The need for innovation is urgent across the entire organization. Even when there is a Chief Innovation
Officer with strong CEO support, innovation sponsors are needed in senior leadership positions
throughout a company within every function.

To meet the widespread needs and urgencies for innovation, many innovation sponsors are utilizing IT-
based platforms that can reach across functions and stakeholders to involve a wide range of people in
innovation campaigns (which include “crowdsourcing” and “idea campaigns”). These innovation
management platforms are either developed in-house or provided by vendors such as Spigit, Brightldea,
Qmarket, Imaginatik, and Hype Innovation. Internally, they are most often co-sponsored by IT
departments and the innovation sponsors who have specific business challenges.

What are the goals of these innovation campaigns, how successful are they overall, and what is the need
and opportunity to accelerate their impact on business success?

To address these questions, continue to Part 2: Professional Knowledge and Motivation: Essential, But Not
Sufficient

4 © 2017 Values Centered Innovation Inc. All rights reserved. www.VCl.global



PROFESSIONAL KNOWLEDGE AND MOTIVATION: ESSENTIAL, BUT NOT SUFFICIENT

IT-based platforms for enabling innovation have variously been called idea management, crowdsourcing,
or innovation management systems. The 2016 State of Crowdsourced Innovation report from Spigit, the
largest vendor of innovation management software by revenues, gives us some idea of how these
software systems are used with their customers:

64% of surveyed customers use the platform company wide, rather than in just a few groups
57% of surveyed customers report results of those programs to the executive leadership

The average number of crowdsourced innovation projects per year, over 13 industries, ranged
from 7 (retail firms) to 17 (financial services firms)

With clients of tenure 3 years or less, an average of 43% of the ideas selected through Spigit were
funded or fully implemented

Typically, campaigns are focused on 2 types of ideas: growth ideas (new products, new business
models, etc.) or operational ideas (process improvements, greater efficiency, etc.)

What do these kinds of innovation campaigns promise to accomplish? A review of websites from

innovation management system providers reveals 5 typical goals:

1.

Driving results — solving business challenges
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2. Keeping pace with disruption — becoming the disruptor instead of being disrupted

3. Increasing speed and agility — optimizing response to the market, including streamlining
innovation across business units

4. Forging wide-spread employee engagement — expanding available “brain power” to find the right
solutions, even tapping into the voice of the customer

5. Cultivating the mindset and culture for collaborative innovation — breaking down the silos

The results are certainly impressive. In Gartner’s 2016 survey of 2,944 CIO respondents in 84 countries
(“The Practices That Deliver the Biggest Bang for Your Bimodal Buck”), they reported that crowdsourcing
and formal innovation management systems were “the top capabilities that yield return.” The various
innovation management firms are quick to report client successes such as “75x ROI,” “S5 million in energy
savings,” “75 patents in a single year with 10x return on investment,” “surged sales by 23%” “increased
overall efficiency by 20%,” or “28 challenges, 86 ideas implemented, $60 million financial impact.”

Without doubt, IT-enabled innovation campaigns are making a significant contribution to the first 3 goals
of driving results, keeping pace with disruption, and increasing speed and agility. The quantified resuts
above demonstrate a wide-spread trend reported in Forrester Research’s Q2 2016 report, The Forrester
Wave™: Innovation Management Solutions: “Crowdsourcing innovation drives two distinct areas: ways to
optimize operational efficiency and opportunities to drive new business.”

However... CEO priorities go beyond those areas to include innovations in areas such as human capital
management, sustainability initiatives, and business models. That evokes the question:
Are these campaigns living up to their full potential for high value impact? Could they do better?

Even further... Are these campaigns reaching high levels of success with the other 2 goals: forging wide-
spreaqd engagement, and cultivating the mindset and culture for collaborative innovation?

As we seek answers to these questions, Teresa Amabile of the Harvard Business School offers an important
perspective. She has described creative activity as having 3 components:

1. Knowledge and skills in one’s professional domain

2. Intrinsic and extrinsic motivation

3. Knowledge and skills in creativity and innovation

From the perspective of innovation campaigns, the 15t component is addressed by expanding the network
of participants to access more brain power and the right brain power. The campaigns tap into the 2™
component through intrinsic and extrinsic motivations such as “making a contribution through your ideas”
and “competing for recognition and rewards for best ideas.”

But for the 3™ component, campaigns almost always rely on whatever innovation knowledge, skills, and
confidence employees already have, while offering few if any learning and development opportunities to
build their innovation competencies and behaviors as campaign participants. Even employees who are
experts in their field can be under-developed in their competencies for creativity and innovation.
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This brings to light one goal for campaigns that is typically left out (or at best, under-utilized): building the
competencies and behaviors for innovation with individuals and groups — and thereby strengthening an
organization’s capacity for on-going, sustainable innovation.

Providing new, relevant learning opportunities as people engage in innovation campaigns can significantly
boost not only the quality of innovative input and results, but also the confidence, motivation, and
openness necessary to engage the entire workforce to formulate and implement innovative solutions.

Regarding the quality of innovative input and results, research by Scott Kaufman and Carolyn Gregoire
(reported in Wired to Create: Unraveling the Mysteries of the Creative Mind) found that the desire to learn
and discover has significantly more bearing on creative accomplishments than cognitive ability does. This
finding has actually been recognized in the corporate world since the 1950s, when the principles for
developing creative executives at the IBM Executive School included:

e One must become creative experientially rather than learn by the book

e Creativity is highly correlated with self-knowledge, specially about one’s own biases

The latest findings in neuroscience, as reported in Scientific American, have shown that the process of
creative thinking requires forming new mental connections between different elements of information —
seeing new relationships that bring old elements into new combinations. This means that there needs to
be sufficient up-front information and knowledge to be the “raw material” from which to make these
creatively rich associations.

Furthermore, a multitude of research studies over the past 45 years has clearly demonstrated that
creativity and innovation can best be enhanced by the combination of:

e Training in creative/innovative thinking

e Providing disciplined processes for problem solving and innovation

e Focusing on meaningful and motivating goals

|H

e Stimulating with a generous supply of “raw material” input (as information and knowledge)

o Offering the opportunity for new personal and professional learning

With respect to engaging the entire workforce, research has revealed that when professional
development opportunities are offered to build innovation skills (and thereby build careers), employee
engagement, retention, and satisfaction are highly likely to increase — along with the overall mindset and
culture for innovation.

This conclusion is reflected in the findings of AON Hewitt’s report 2013 Trends in Global Employee
Engagement where they identified 6 drivers of employee engagement: Work, People, Opportunities, Total
Rewards, Company Practices, and Quality of Life. Of these, the #1 global driver of employee engagement
was “Opportunities: career opportunities and learning and development activities.”

Furthermore, Blessing-White and GP Strategies’ global Employee Engagement Report 2013 found that:

e Opportunities for learning and development and opportunities for “doing what | do best” are the
#1 and #2 drivers of SATISFACTION
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e lLack of opportunity for learning and development is the #1 reason to LEAVE (ahead of finances
and not like the work)

e The opportunity for learning and development is the #3 reason to STAY at a company (behind
“liking the work” and “believing in the company’s mission”)

Learning and development opportunities help to build employees’ self-esteem and confidence for being
innovative — that they can be valuable contributors and make a difference. This is essential to maximizing
their engagement in innovation campaigns. And when the IT systems allows it, they are also more likely
to adopt the system as a productivity tool they use in their everyday work.

When employees have the opportunity to develop innovation skills and apply them real-time in innovation
campaigns as well as daily work, 6 benefits accrue:
1. Stronginnovative solutions to top CEO business challenges
Increased potential for disruptive solutions
Readiness for fast, agile responses to the market
Enhanced motivation for wide-spread employee engagement
Stronger culture and capacity for sustainable innovation
New knowledge and skills, as well as mindset, for collaborative innovation
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If developing and applying innovation competencies can accelerate the impact of innovation campaigns,
what resources and strategies are needed to make that happen successfully?

Let’s explore that in Part 3: Talent Development as an Enabling Force for Innovation Campaigns.
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TALENT DEVELOPMENT AS AN ENABLING FORCE FOR INNOVATION CAMPAIGNS

Innovation campaigns are great for near-term impact and results. They get ideas into the pipeline for
evaluation and possible implementation. And there are tangible payoffs in terms of increased revenues,
improved efficiency, and cost savings.

Yet it’s the intangibles that are the foundational source for those tangible results — and for the vast
majority of a company’s market value. Yes, intangibles in the form of intellectual capital comprise an
average of 80% of the market value of publicly traded companies, with tangible book value supplying the
remaining 20%.

Intangible assets provide the organizational capacity to innovate and can take many forms, such as:
resident knowledge and expertise among employees; level of employee engagement; customer loyalty;
effective R&D and disruptive technologies; ability to recruit/develop/retain top talent; robust knowledge
management and innovation management systems; and an overall culture for innovation.

Intangible assets have a direct impact on meeting the top strategic challenges that CEOs face globally.

That is, they provide the short and long-term capability to:
1. Accelerate and sustain business growth
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Attract and develop human capital

Enable innovation throughout the entire organization
Focus relentlessly on customers

Achieve operational excellence

Promote sustainability

Implement disruptive technologies

Develop stronger marketing and branding

O NoUv ke wN

What’s needed to accelerate the impact of innovation campaigns on sustainable business performance
and success is a 2-fold strategy:
1. Build the competencies and behaviors that employees need to be innovative, think innovatively
and act innovatively in their everyday work
2. Provide real-time learning interventions that bolster campaign engagement and innovative
results

For innovation sponsors, this represents a significant opportunity to partner with Talent Development
professionals to implement this strategy and accelerate its increased impact on business performance and

results.

Build competencies and behaviors for being innovative

Enabling employees to be innovative requires putting the power, responsibility, knowledge and tools for
innovation at their fingertips. The knowledge and skills for being creative and innovative include: sharing
a common language for innovation; being versatile with different styles of innovative thinking; following
a cross-functional innovation process; consciously building innovative teamwork; and tapping into
intrinsic meaning and motivation for innovation.

The mandate of the Talent Development function is to build and strengthen the competencies and
behaviors that employees need to innovate in their everyday work, including the campaigns. This can be
accomplished in accord with the top strategic priorities of HR departments globally (according to
Deloitte’s report on 2016 Global Human Capital Trends), but with a deliberate focus on innovation:

e Develop leaders for innovation

e Engage employees to innovate in their daily work

e Empower networked teams for customer-centric innovation

But the nitty-gritty, down-to-earth, practical question now arises:
How might innovation sponsors unite with TD to co-create initiatives that actualize this potential?

Here’s our recommendation...

Start with the top HR priority: Develop Leaders. Commit to a comprehensive focus on Leadership for
Innovation. With this focus, leaders at all levels can learn and practice what it takes to implement the
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other two components: engage employees to work innovatively, and empower the network of innovative
teams

Within this Leadership for Innovation focus, there are 2 key roles for all leaders (from entry supervisor to
CEO) to play:

1. Practitioners & Role Models for being innovative themselves

2. Facilitators & Coaches for others to be innovative

By practicing these roles, leaders not only augment their own job performance and careers, but also earn
the credibility they need to effectively guide and motivate their peers and subordinates.

To guide the effectiveness of these initiatives and the positive practices they will spawn, its critically
important to have the right analytics by which to measure progress. According to the McLean report,
“metrics and analytics was the least effective HR area regardless of organization size.” Deloitte adds that
77% of executives now rate people analytics as a key priority. From an innovation perspective, such
analytics could quantify and track how well the organization is:

1. Establishing a common language for innovation
Aligning expectations and opportunities for being innovative
Promoting stretch goals and risk-taking
Fostering a healthy innovation process
Practicing versatile, innovative thinking
Engaging people across boundaries to co-create innovative solutions
Empowering different types of innovation
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Provide real-time learning interventions that bolster campaign engagement and innovative results

Innovation campaigns can be optimized when they occur in conjunction with the larger initiatives for
accelerating the organization’s capacity to innovate. Making Talent Development an essential component
of innovation campaigns generates broader levels of engagement along with higher quality of ideas and
participation in the campaigns... while actively building the intellectual capital assets of the company.

There are numerous ways to offer learning and development opportunities as integral to campaigns. For
example:

e Broaden the ideation/evaluation process to include all the tasks of an innovation process that can
be used across functions, cultures, and stakeholders. For example:
o The first half of the process involves defining goals, naming what’s at stake, drawing on
strengths, analyzing key factors and issues. This provides the “raw materials” for innovation.
o The second half of the process involves generating ideas, evaluating/deciding on solutions,
implementing solutions, and assessing achievement and new knowledge gained. This turns
the raw material into innovative solutions and benefits.
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Provide skill-building tips/exercises at critical moments for each task in the process, to deepen

the knowledge and skills for doing those tasks well. For example:

o Offer tools/techniques on the IT-system itself for goal-setting, analysis, creative idea-
generation, decision-making, implementation-planning at key junctures in the innovation
process

Offer “just in time” learning of innovation competencies and behaviors on a self-study basis
through a learning management system (LMS). These learning programs can be targeted to
different constituencies, such as individual contributors, teams, new and mid-level leaders, and
senior leaders.

Include opportunities for self-assessment and feedback on key innovation skills, to improve self-

awareness and skill versatility. For example:

o Offer self-assessments (and/or team assessments) on innovative thinking styles, teamwork,
and motivation to impact a campaign and on-the-job innovation

In closing

Two viewpoints comprise the through-line of this conversation:

Sponsors of innovation can accelerate their impact on business results by partnering with Talent
Development to:

o Build the innovation competencies of their employees

o Provide real-time learning interventions during innovation campaigns

Talent Development professionals can accelerate their impact on business performance by taking
the lead in developing the innovation competencies of leaders, individuals, and teams across the
organization

Viewpoints have power and consequences. From our decades of experience consulting with multinational
corporations, we strongly believe that these two viewpoints have a “fit” with the times. They have a
vitality that empowers innovation sponsors to lead, engage, and transform their organizations... and
thereby make a quantum leap in the impact of their innovation campaigns on near-term and long-term
business success.
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