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» Tapping the Global Brain: Key challenges
» Approaches to Network-Centric Innovation

» Implications for innovation in the Public Sector

> Q&A

©2008 Satish Nambisan Page 3



The Emerging Innovation Agenda ...

PeG 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.

m We expect our external innovation initiative to
evolve from technology acquisition to the

sourcing of more complete product concepts in

the next few years.

ww“ We have set an internal target of sourcing
30% of our product concepts from outside.
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“Looking Outside™ .... The Global Brain!

“We will fight our battles not on the low road to commoditization,
but on the high road of innovation.” - Howard Stringer, Chairman, Sony

The imperatives:
» Flat R&D productivity & increasing innovation costs
» Industry clock speed & the Red Queen effect

GLOBAL BRAIN: “the vast creative network that lies beyond the boundaries of
the firm and which includes customers, suppliers, independent inventors,
academic researchers, scientists as well as different types of innovation
intermediaries”

Firm-Centric - Network-Centric
Innovation Innovation
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Innovation In the Public Sector ....The
“Global Brain!

The imperatives:
» Complex problems, often ill-defined or emergent in nature
» Crosses organizational and geographical boundaries
» Involves diverse sets of stakeholders

GLOBAL BRAIN: “the vast creative network that lies beyond the boundaries of
the government agency and which includes other government agencies
(federal/sate/local), nonprofits, private companies, citizens, universities
as well as different types of innovation intermediaries”

Agency-Centric —> Network-Centric
Innovation Innovation

©2008 Satish Nambisan Page 6



So what Is stopping us? ...

73% of CEOs strongly agree that: “we could dramatically boost innovation
by collaborating with outsiders, even competitors.”

However, the same set of CEOs express: “deep dissatisfaction with our
knowledge about appropriate strategies, practices, and tools™ for
such network-centric innovation.

- Bain & Co CEO survey 2006

\/

< ‘Mindset’ Challenges (Are we okay with this?)

\/

< Contextualization Challenges (what is the best approach for us?)

\/

*» Execution Challenges (Are we prepared for this?)
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The Concept of Network-Centricity

network centricity: “network as the focal point and the associated opportunity to
extend, optimize, and/or enhance the value of a stand-alone entity or activity”
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Table 1.1 Evidence of Network-Centricity in Different Domains

Domain From To Implications

Computing Host-centric Distributed or grid More computing throughput at

computing lower cost

Warfare Platform-centric  Network-centric More combat power with fewer,
lower-cost units

supply chain - Linear chains Value nets Higher “sense-and-respond”

mgrmt. capabilities

Business Stand-alone Virtual or networked  More strategic and operational

enterprise organization organization agility

social Direct Metwork-coordinated  More effective campaigns

advocacy engagement engagement with fewer resources
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Network-Centric Innovation

Applying the concept of Network-Centricity to Innovation:

An externally-focused approach to innovation that
relies on harnessing the power of networks and
communities to amplify innovation reach, accelerate
Innovation speed, and improve the quality of
Innovation outcomes.

Historical roots:

- Open Source Movement

- Business Ecosystems
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Fundamental Principles

Table 2.2 Principles of Network-Centric Innovation

Principles of
Network-Centric
Innovation

Description

Examples

shared goals and
objectives

Shared “world
view"

“Social” knowledge
creation

Architecture of
participation

One or more goals that help
bring the network members
together and channel their
diverse resources and
activities

Common assumptions, and
mental models related

to the innovation and its
external environment

Places the emphasis on inter-
actions among the network
members as the basis for
value creation and on the
cumulative nature of
knowledge creation

Defines a set of systems,
mechanisms, and processes
to facilitate participation in
value creation and value
appropriation

Customer community: [dentify
product flaws and contribute to
product enhancement

Open source community: Shared
understanding about the software
product’s ties with other tech-
nologies and products

Inventor networks: Interactions
among individual inventor,
innomediary, and large firm for the
development of new product
concepts

Open source software community:
Modular product architecture and
GNU General Public License
scheme
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Understanding the landscape .....

Emergent

e Less defined / unstructured problem space
e Exploration, novelty
e Emphasis on ‘unknown connections’ in knowledge-base

A
Network
Centralized Leadership Diffused
e Dominant player led < > . Community led
e More formal structures/linkages c e More informal structures/linkages
= Hierarchical .8 e Etherarchical
T g
5 9
c ©
Q.
=N
v

Defined

e Clearly defined/structured problem space
= Exploitation, efficiency
e Emphasis on ‘known connections’ in knowledge-base
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The Four Models of
Network-Centric Innovation

Emergent Creative Jam
3 Bazaar Central
s,
95
=
2
—
N
=
Q
=
=
Defined Orchestra MOD
Station
Network Leadership
Centralized Diffused
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e Predefined script

e Conductor or lead entity
e Defined roles based on expertise

e Hierarchical (formal) relationships
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The Orchestra Model

Characteristics

e Focused on exploiting the market opportunities

Network based on an explicit innovation architecture that

.  CENTRALIZED  DIFFUSED is defined and shaped by a dominant firm

- g Creative Jam

g w| Bazaar Central e Role as the Innovation Integrator

S

=)

=

=g | Orchestra S';"a?ign e Found in markets where a proprietary dominant
T design has emerged
[a)]

e Emphasize modularity and innovation efficiency

e Highly organized and coordinated innovation
processes & support infrastructure
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Boeing 787 Design & Development

Who makes the parts and where the engineering jobs are

HNumbers of engineers are projections for the end of 2005 made by Boeing's first-tier partaers, and may not Include all engineering specialties. Production werkers are not included.

I CHINA

COMBRNY INGINDIES

Chengdu Alrcraft

Industrial Groug:  NA
Rudller

 Shemyang
farcraft Group: NA

Vertical fin
leading edige

HHf-EI Aviation
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Sowurce: Boging documents
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/87. Key Themes ...

» From “Build to Print” to “Design & Build to Performance”
» Shared risk/reward ($4 billion partner commitment)
» Boeing as the Orchestrator

» High situational awareness (Virtual Global Collaboration
Centers)
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Government as the
Innovation Integrator

» Typical areas: Defense, Homeland Security, Nuclear Energy, etc.

» Key responsibilities of the lead agency:

% Envision and define the problem

% Collaboratively envision the solution

% Ensure partner commitment (shared risks/rewards)

+»» Establish collaborative environment
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e Diverse market offerings - ‘raw’ to ‘finished’ products
e Different types of hawkers & market intermediaries

e Customer as the decision maker (based on needs)
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The Creative Bazaar Model

Network
CENTRALIZED DIFFUSED
>
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o Creative Jam
g 3 Bazaar Central
.-lj
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L
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Characteristics

Focused on seeking out and bringing to fruition
new innovation opportunities that meet the
broad market and innovation agenda of the

dominant firm
Role as the Innovation Seeker

Emergence of new types of innovation
intermediaries (e.g. Innovation Capitalist)

Found in markets that are diverse in terms of
customer choices (e.g. consumer products) or
technology application contexts (e.g. enterprise
computing)
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The External Sourcing Continuum

tinuum offers balance among the four factors.

Companies can shop for innowvation in various stages of development — from raw ideas to market-ready products — with
the help of a variety of intermediaries. At the two ends of the continuum, however, there are trade-offs: Sourcing raw
ideas costs less and allows a company 1o increase its reach (the number of options it is able to consider) but involves
higher risk and a longer time to market. The reverse is true for acquiring market-ready products. The middle of the con-

IDEAS

- Licensing Agent

- Patent Broker

- Electronic R&D Marketplace -Venture Capitalist
- ldea Scout

- Invention Capitalist

INNOVATION INTERMEDIARIES

HIGH HIGH

LOW LOW
RAW ‘ MARKET- MARKET-
IDEAS READY READY

PRODUCTS

- Innovation Capitalist - Internal Business Incubator
- External Business Incubator

Source: Nambisan & Sawhney, Harvard Business Review, June 2007
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) STAPLES® Invention Quest - Mozilla Firefox

File Edit View History Bookmarks Tools Help delicio.us

&

[| STAPLES® Invention Q... &

{hat was easy:

Easy Products

Winners Announced!
Congratulations Staples® Invention Quest® Winners!

This year's quest is finally over. Congratulations to all three winners.

Learn more about the
invention below. Or

Mark T.

No Poke Pins™

Hang up your favorite
photos or drawings

Invention

ho entered and &

Invention Ques

Keagan
Problem Pad
way to work
plicated
problems or equations

Invention —
Quest:Kids| ==

+ Shop staples.com®

Press Materials

on
ntest

Rebecca L.
Drawerganizer

An easy way to
maximize and organize
storage space in desk
drawers.

Read

Inventionies
Quest’'Associates

Innovation made easy.

See what Easy can do for you.

Check out our Staples® easy programs that save you time, money and
stress. While you're there, download your very own Easy Button ™.

Ninvention
¥ Quest:

Ages 19 and older

Inventi
nvention Ty
Quest:Kids i

Ages 18 and younger

FIPAES A
NInvention s
M QuestAssociates

For Staples® Associales

Copyright & 2006, Staples, Inc. All Rights Reserved. Staples does not sell or rent email addresses. See our Brivacy Policy.
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,’,- start

Be D ” | 8] 1nbos - Microsoft Qut...
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Inventor:>

Seek &
Evaluate
New Product/
Technology
Concept

—,

Develop &
Refine
New Product/
Technology
Concept

—,

____________________________________________________________________________
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- Evaluate market risk
- Identify critical
market needs

- Establish transparent
review processes

- Assess & manage IC
portfolio risk

- Build & maintain
inventor networks

- Establish trust in
inventor community
-Communicate client &
market needs

Market
New Product /
Technology
Concept

-Integrate diverse
domain knowledge

- Identify critical
market success factors
- Manage innovation
risk

- Project coordination
skills

- Build and manage
partner network

- Understand client
firm’s brand portfolio
priorities

- IP and patent
management skills

- Understand client
firm’s innovation
processes and metrics
- Relationship with
large client firms
-Structure value
appropriation deals
-Communicate market
potential of new idea
or concept

Value Chain of an Innovation Capitalist
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Government as the
Innovation Seeker

» Typical areas: Public transit services, community banking, public schools, etc.

» Key objective: Engage citizens, nonprofits in service innovation
» Key responsibilities of the lead agency:

% Communicate reform agenda

% Seek out and evaluate innovative ideas

% Transform ideas into new services/programs
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EEX

4 2008 Transit Camp: METRONAUTS! - transitcamp - Mozilla Firefox

@& - — Q:;il

'@ 2008 Transit Camp: ME... @

File Edt View History Bookmarks Tools Help delicio.us

AN transitcamp
A

+ 2007 Transit Camp

2008 Transit Camp

2008 Transit Camp: ...

Closing Circle
Closing Comments

Community Mark

Content and Copyrig...

Debugging the TTC

Design Slam

Event History & Back...

Gallery Exhibition

HBR: Sick Transit Gl...

Minutes

Multi Modal Transit

My Transit Dreams (...

Opening Comments

Participation

Picturing the Better ...

Realtime

g E s | @ http://teronto.transitcamp.org/2007_Transit_Camp/2008_Transit_Camp%3a_METRONAUTS! = B [ '_E_
My Page Recentchanges Tools v Help | !m
P = This page was st motiiod in
March by markkuznicki

Table of contents

Print page More v

2008 Transit Camp: METRONAUTS!

The Transit Camp community is doing a lot of interesting new things in 2008...

The Transit Camp Community

Transit Camp 2007 showed two things: that people can be passionate about transit and transportation issues while
having fun and being positive at the same time, and that the combination of passion, fun and a positive creative
environment could produce some amazing ideas. More about the history of TransitCamp can be read here.

The global Transit Camp community runs on the mantra:

“this is not a complaints department, it is a solutions playground”

It also runs on the BarCamp & principle that “Community is the Framework”. It is powered by participation. The Transit
Camp community stewards, with the support of sponsars, are building the platforms for community collaboration. The
content of the conversation is up to the community to determine. How the community wants to work together and
what it wishes to do will determine the direction of the project.

Going to New Places

Transit Camp in 2008 goes beyond public transit to all forms of transportation and well beyond the City of Toronto into
the whole city-region of the Greater Toronto and Hamilton Area (GTHA). The community stewards are preparing this
new and exciting project with the sponsorship and active participation of Metrolinx® (the Greater Toronto
Transportation Authority), along with a number of other community sponsors and contributors.

The projectis a series of events around the GTHA, plus a new online community. It will provide many new opportunities
for citizen involvement and participation in the planning process. It will provide Metrolinx planners and representatives
of local transit operators and municipalities the opportunity to engage citizens in new ways. It is a unique living
experiment in participatory planning processes.

The Transit Camp community-driven approach will run parallel to Metrolinx’s formal public consultation process and does
not seek to replace it in any way. For more info on Metrolinx other public consultation opportunities @, see the
Metrolinx site.

The First Event

The first TransitCamp event will be held at the MaRS Discovery District @ on Saturday, April 5, 2008.

Capacity is limited and it will sell out. Tickets will be free for participants and we will be seeking community supporters
and sponsors to help support the event. See How to Get Involved to stay informed on registration details.

Done

+s Start

Ee
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e Improvisation

e Emergent; “Call & Response”

e Shared leadership & responsibility
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The Jam Central Model

Network
CENTRALIZED DIFFUSED
|_
Z
LIJ -
£ Creative Jam
L
g = Bazaar Central
opm LU
whed
(o]
>
2
5 a Orchestra MQD
Z Station
LL
1]
&)
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Characteristics

e Focus on exploring novel market/ technological
problems

e Role as the Innovation Champion

e Members of the community together frame the
broad parameters of the problem space

e Found in markets where complex and a diverse
set of knowledge elements have to be brought to
bear to solve novel & ill-defined problems
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Finding cures by “Jammin’ together ...
The Tropical Disease Initiative
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Government as the
Innovation Champion

» Typical areas: Health care, Environment, Emergency Mgmt, Energy, etc.

» Key objective: Engage private, nonprofits in complex problem solving
» Key responsibilities of the lead agency:

% Facilitate coalition building

s Establish mechanisms to support member dialog

% Refrain from *““controlling” the process
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SITE MAP
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EVENTS
What's New? Register for Events
Audio Replay of the AHC/IEM Web Seminar is Live February 20-21, 2008
The "Emergency Response: Weathering the storm through public and private colfaboration” web Regional Workshop on Catastrophic
seminar is now available for replay. Evacuation Flanning, Shepherdstown, WV
i Click to Register
Click to listen to the audio replay. Calendar of Events
Regional Workshop on Catastrophic Evacuation Planning
Workshop Agenda and details are updated and available (With link below)
Click to view Workshop Agenda and details.
Archive &
State Partners About the AHC Join Us
SR, The All Hazards Consortium is a Maryland The All Hazards Consortium welcomes
nonprofit charitable organization, application for IRS participation by Corporations, Higher
recognition of 301c3 status pending. Donations to Education and Citizen Volunteers.
the All Hazards Consortium are not tax-deductible More Information
for federal income tax purposes. The AHC is guided
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Read More ¥
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e Modifying existing products/services

e Community-based activities
e Shared rewards

e Shared governance
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The MOD Station Model

Leadership
CENTRALIZED DIFFUSED
|_
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£ Creative Jam
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L
1]
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Characteristics

Focus on exploiting the knowledge of a
community of ‘experts’ to address
market/technological issues within a predefined
problem space

Role as the Innovation Catalyst

Community of innovators come together to
create new offerings by “modifying” existing
innovations in ways that benefit everybody
(including the creator of the innovation)

Value appropriation and governance mechanisms
defined by the community (includes social
mechanisms)
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> Sun
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UltraSPARC T1 under GNU GPLv2
Community advisory board

Benefits to Sun, benefits to community
IP rights management
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R/
0’0
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0’0
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Government as the
Innovation Catalyst

» Typical areas: Local law enforcement, community development, etc.

» Key objective: Engage citizens, nonprofits in complementary problem solving
» Key responsibilities of the lead agency:

% Identify problem-solving opportunities

% Establish processes for knowledge sharing with community

% Facilitate implementation of “community-owned solutions”
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= Mozilla Firefox

File Edit View

|| Citizen Corps

History Bookmarks

Tools Help delicio.us

EH e | LI http://www.citizencorps.gov/

. =

LNITING COMMUNITIES
PAGFARING THE RATION

We all have a role in hometown

security

Citizen Corps asks you to
embrace the personal
responsibility to be prepared; to
get training in first aid and
emergency skills; and to volunteer
to support local emergency
responders, disaster relief, and
community safety.

Currently there are:

2,318 Councils which serve
223,783,066 people or

78% of the total U.S. population

Council Log-in

How much is a volunteer worth

)

Are You Ready? Programs & Partners Citizen Corps Councils

Pandemic Flu

b

News & Events
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Where do you see your organization on this landscape?

Emergent
Creative C Jain I
Bazaar entra
Centralized
Orchestra MOD
Station
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Defined

Diffused
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How do you prepare your organization
to pursue those opportunities? ....

The Capability Platform will depend on the specific model
of network-centric innovation and the role your
organization plays in it

The elements of the capability platform:

“» Cultivate a culture of “‘openness’
<+ Create the right organizational structure
<+ Develop appropriate leadership/relational skills

<+ Adopt a portfolio of success metrics
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Some Concluding Thoughts ....

» Collaborative innovation & problem-solving: The Way
of the Future!

» Engage diverse sets of stakeholders: Citizens,
nonprofits, private companies, universities, etc.

» Pursue the “right” network-centric innovation
approach

» Experiment! Experiment!

» Learn from the private sector!
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More information about my research
available at:
www.rpi.edu/~nambis

Also look out for my upcoming research report: “Transforming
Government through Collaborative Innovation”

Questions ...?
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