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Inspirational "Quotes"” on
Innovation
(And no, not all are from Steve)
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Innovation distinguishes between
a leader and a jollower,
- Steve Jobs
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Innovation Process Exits
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Up the Road

Doesn’t Work
Doesn’t Work
Doesn’t Work
Innovation Success
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“IFYOU LOOK AT HISTORY, INNOVATION
DOESN'T COME JUST FROM GIVING PEOPLE
INCENTIVES; IT COMES FROM CREATING
ENVIRONMENTS WHERE THEIR IDEAS CAN

“INNOVATION IS THE CENTRAL ISSUE IN /0027 7%

distinguishes between

ECUNUMIB PRUSPERITY” a leader and a follower. CONNECT.”
MICHAEL PORTER - STEVEN JDHNSON
Innovation is “INNOVATION IS TAKING TWO THINGS THAT
f change that ALREADY EXIST AND PUTTING THEM TOGETHER
" We define INNOVATIO} unlocks new INANEW WAY.”

PROFITABLE CREATIVITY " value.

TOM FRESTON

- Jamie Notter

'INNOVATION IS THE PROCESS OF TURNING IDEAS INTO
MANUFACTURABLE AND MARKETABLE FORM."

= WATTS HUMPREY

revolutlonary ideas wil

Creativity is thinking up new things. always rise to the top. Uy

Innovation is about doing new things.

Theodore Levitt



e The act of innovating; introduction of new

things or methods. "" KIDDING
e The process of translating z } s -

invention into a good or se
value or for which custome

o I I '
To Ige called an mnovatlgn AND WHATS NEXTDE.
replicable at an economical COStT ance
satisfy a specific need.
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If you don’t innovate
last, disrupt your

~ Industry, disrupt

yourself, you'll be
et behind.

& Is Innovation Different ,
in Emerging Markets?
What Drives it?




Whether a consumer product (iPhone) or service (Uber), a
firm (3M, Embraer), sector (biopharmaceutical), industry
(mobile payments), or country (Taiwan, Israel),

iPhone

Thisis 7

UBER

€ EMBRAER

Innovation is a driving, catalytic force in both
domestic and global commerce today. It includes
products, processes, services, and business models.



Sectors

Consumer
products

Services
Industries

Companies Nations




Traditional Myths on Innovation

* |nnovation comes mainly from the developed
world

e Only Big Companies have enough funding to
invest in Innovation

e |nnovation is difficult to copy and imitate until
fully developed

e We will create more here

Is Innovation Different

in Different Places?
What Drives it?



The aim of the book is to advance the knowledge and
understanding of innovation in emerging markets as an
important force in the global economy.

Examples: wind-up radios in Africa; microcredit lending in South Asia and Latin
America; the Jaipur foot, an artificial limb designed in India, making use of low tech
9 materials.
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General Motivation & WHY?

Research confirms that innovative enterprises generally achieve

stronger growth or are more successful than those that do not
innovate.

/ Negative \

Correlation

Is Innovation Different
in Different Places?

What Drives it?

There is a strong correlation between market performance and
new products; and while new products can capture and boost
market share and profitability, non-price factors such as design
and quality can increase competitive sales growth. Not just
products but processes as well, along with positioning.
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Strong Innovators grew 13% more quickly and were 3% more profitable
than their competitors!

First, innovation is key to sustainability and progress.

Second, this impact is magnified because innovation is occurring in every
region around the world, at every link in the economic value chain, and at
every organizational level.

Additionally, innovation has become a priority for all businesses at each
point in their value proposition and functional structure, driving innovation
in every domain from product creation to packaging and delivery.

Finally, innovation provides the opportunity for market disruption and
leapfrogging progress, which could help frontier markets “equalize” or even
pass developed markets on a number of fronts.

What's your

why?



According to PwC

The most innovative companies overall are growing
significantly faster than the least innovative

\'

20% most 20% least

innovative companies innovative companies
(11.3% year-on-year) (3.2% year-on-year)



Types of Innovation

v" Product innovation
v" Process innovation
v' Service innovation
v" Business model innovation




Forms of innovation

Outside-in

Product/ Service | Service jCustomer channel B Brang JCustomer Business | Value
Performance System | Service Experience jModel Network

How you connect How the
your offerings to enterprise

Inside-out

Innovation | Core
Process Process

How a _J Basic features,
company organises performance

to support innovation

and functionality

your customers

makes money

Proprietary Extended systems How you express Enterprise structure
processes that — that surround — your offering’s — and value chain
add value an offering benefit to customers

How you service
your customers

How you create ——
an overall experience
for your customers

Ten Types of Innovation: The Discipline of Building Breakthroughs
by Larry Keeley, Helen Walters , Ryan Pikkel , Brian Quinn



1. Business model D@L 5. Product performance |Nntel Pentium 4

how the enterprise makes money basic features, performance and functionality
&

2. Networking 6. Product system "Office®
enterprise’s structure/ extended system that surrounds an offering
value chain

WAL~MART 7. Service Fed
how you service your customers

Business Networking
model

Is Innovation Different
g i e in Different Places?
SIEBEL. What Drives it?

: ou express your offering’s
4. Core pr : penefit to customers

BUT:

proprietary processes that add value
@ GE Capital : o
&) fyision Servicss 10. Customer experience
how you create an overall (g5
experience for customers

Ten Types of Innovation: The Discipline of Building Breakthroughs
by Larry Keeley, Helen Walters , Ryan Pikkel , Brian Quinn

15



Forms of Innovation

Packaging/Price Innovation ... Small, inexpensive goods
for poorest population segments (Hindustan Unilever)

Social Media Innovation ... multimedia services NG
(Tencent’s “wechat”) b 1o PR
webhat

Distribution Innovation ... Office delivery of home
cooked meals (dabbawalla, an indian company).

Advertising Innovation ... Web-based TV shows to
promote brands (clinique’s “Sufei’s Diary” in china).

R385~ D803y KBBHKEN..

ink your [i 7 ine...
‘ou think your (ife sucks? Watch mine.
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Motivation > WHERE?

Focus on the emerging markets of Asia, Africa, Latin America,
the Middle East and Central Europe

Is Innovation Different
in Different Places?
Critically imp

| YES!!
as: releasingiuEEEee o

innovation, reverse innovation, social '
Inclusion innovation, innovation in financial ) o
and non-financial services, health care,

education, media and social enterprises.

17



DISRUPTION ONE: THE AGE OF URBANIZATION

COUNTRIES ARE BECOMING MUCH
MORE URBANIZED

million
every year

City populations
are growing by

L ey ]l ol . 1m n Lo e K

Thls. is equwalﬁmt tn '.F new l'.'-hlnagns E'I-'Er,'i year

WITH EMERGING MARKETS TAKING THE LEAD

in emerging markets will
4 4 O . account for nearly half of
CItIES giobal GDP growth by 2025
people will live in Asian cities

2 5 . by 2025—that's half of all
. billion urbanites in the warld

By 2025,
46 of the By 2025, the

: economy of
world's 200 Tianjin will be
top cities the same size
will be in China as Sweden's

MCKINSEY GLOBAL INSTITUTE

Dobbs, Manyika, and Woetzel, Mo

GROWTH OF THE URBAN $30
CONSUMER CLASS illon

Orgivary Digruption: The

EMERGING ECONOMIES ARE
BECOMING MAJOR FORCES

By 2025, emerging
economies will grow

5 cy faster than
O developed nations

Emerging economies are taking a larger share of
the world economy

W 1/3 ) 1/2

v today Y by 2025

150% increase $12

in annual consumption in
emerging markets, 2010 to 2030 2010 2030

frillion

620 million

people exited povert

in the last 20 years

Four Gipbal Farces Breaking Al the Trends, May 201!



Define Emerging Market

e An emerging market economy (EME) is defined as an economy
with low to middle per capita income. Such countries
constitute approximately 80% of the global population, and
represent about 20% of the world's economies.

e A nation's ecB 5 i) Eidle B0 Iiai=l{=111# vard becoming
CllEY[CIe P iy Different Places?

e An emerging YES!! nation's economy
that is progressing toward becoming more advanced, usually
by means of rapid growth and industrialization. These
countries experience an expanding role both in the world
economy and on the political frontier.

o e -
which & AT
hl'uudcns\ RARIV

ni-gion v\
The teacher %avz%
o the NeW wO\‘. il

19



* The rise of emerging markets is a by-product of
globalization

* Globalization has two parts: (1) the relocation of
manufacturing or IT services to lower-cost countries;
and (2) the extent to which national companies play
their wares abroad

e Itis a myth that the U.S. economy has always been
globalized. True, the diffusion of Boeing 747s, iPads, and
McDonald’s outlets (122 countries) make it appear that
the U.S. is a globalizing force but this is an illusion.

WHY?




2016: Global Growth Edges Up

USA 14 2.2

Goldman Sachs global and regional GDP forecasts for 2016

JAPAN 0.6 1.0

D ARFA 15 1.7

Is Innovation Different SR

° ° 048 1.6

in Different Places? g 25

.......................................................... 15 2.1
YES!!

........................................................... 14 1.8
Emerging Markets RUSSIA 33 15
: BRAZIL 31 -1.6

THIS IS WHY.
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* According to the IMF World Economic Outlook the

top 20 fastest growing economies are outside the
U.S.

* The emerging markets’ share of GDP will rise to 55%
by 2018. The global middle class is valued at $30
trillion

 U.S. firms derive only 7% of their overall revenues
from emerging markets. U.S. consumer staples
companies (e.g., Kraft, Hershey, P&G) secure less
than 5% of their sales from emerging markets (the

global average is 17%). . .
This is Why



Why “Innovation in Emerging Markets” ?

Trends [[(€ 2l Emergence of an Innovation Ecosystem

* Broad global trends spurring innovation ....

* Expanding Access to Finance .... crowdfunding such
as Kicks

Is Innovation Different
* Technold " [P )1i (H G H E A ms like Kayak,

UGl  DEFINITELY!!

e Global Markets and Institutions ... institutional
changes and neoliberal policy reform (tariff

reductions) (\
—

ecosysTem

23



Why “Innovation in Emerging Markets” ?

* About 17% of Global innovation is coming
from Emerging Markets.

* We should see that percentage go from 17% to 40% in
the next 10

Is Innovation Different
in Different Places?

DEFINITELY!!

* Emerging economies lead the way for sustainable
innovation, frugal innovation, and reverse innovation

* Includes hig

24
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The Framework Used in the Book

e The framework presented in the book covers different emerging markets
regions (Asia, Africa, Middle East, LATAM, Central Europe). Chapters

present ) ) )
Is Innovation Different in
1. in Different Places? all.
fa DEFINITE LY! ! bs, science parks,

ations; and
sses, and business

The main objective of the book is to advance the
knowledge and understanding of innovation in
emerging markets as an important force in the global
economy.
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Innovation in Emerging Markets

Measuring innovation the conventional way---
where does Latin America stand?

There are many yardsticks by way of which we gauge the
measure of innovation-led development in an economy.

* Public and private R&D expenditure as a share of GDP is
probably the most basic innovation indicator.

So, let’s have a look......

26
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Nicaragua (2002)
Paraguay (2011)
Guatemala (2011)
Peru (2004)

Bolivia (2009)
Colombia (2012)
Panama (2010)
Ecuador (2008)
Chile (2010)

Mexico (2011)
Uruguay (2011)
Costa Rica (2011)
Argentina (2011)
Brazil (2011)

Latin America
OECD (2012)
European Union (2012)
South Asia (2011)
East Asia & Pacific (2012)
World (2011)
Greece (2012)
Poland (2012)

Spain (2012)
Portugal (2012)
France(2012)
United States (2012)
South Korea (2011)

R&D Expenditure as a Percentage of

4.04

0.50

1.00

1.50

2.00

2.50

3.00

3.50

Source: The World Bank, World Development Indicators (2014)

4.00

4.50



Other Metrics

* Number of patent applications. The gap is even more
glaring on this front.

* High-technology exports as a share of all exports is
another traditional benchmark of innovation.

EXPORTING
IS

GREAT |

28
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= Quality of human capital is yet another

important indicator of innovation in a
country.

) Excellent

v’ Assessment of the quality of education—vital to D o s
innovation. The OECD PISA study on education :

quality in 50 economies: Latin America falls well
behind the OECD average.

Classificds

v’ Latin America faces severe talent shortages, and the |

problem is getting worse through the years. \ !T&EE:) |
Employers face difficulty in filling jobs. o LABOR -




Innovation Ecosystem—Rapidly

Developing

Landmark study:

Innovalatino: Fostering Innovation in Latin America
(2011), the result of a research project funded by
Fundacion Telefdnica

Innovalatino:
Impulsando la Innovacion
en America Latina

30



Five Different Types of Innovators in

Latin America

1. Public institutions are significant innovators

FINEP and INOVAR (Brazil), MINCyT (Argentina)

2. Large firms are the leading changemakers

Techint (Argentina), Embraer (Brazil), Cencosud (Chile),
Grupo Nutresa (Colombia), Alicorp (Peru)

\P% high five
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Five Different Types of Innovators in

Latin America (cont.)

3. Small and medium-sized firms are innovating
in greater numbers

4. Corporate social responsibility is being widely
recognized as a vitally important corporate

value.

5. Social entrepreneurs are actively engaging in
“pro-society” business activities..

32



(JProduct innovation

(J Process innovation

(J Marketing and Branding innovation

J Business model innovation

33
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Innovation through the Latin American

v’ Latin American governments
leading the innovation way

v Charting the green revolution
frontiers

v Technology innovation for a
brighter future
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Mobile Technology and Internet Penetration

Mobile Technology & Internet Users (2013)
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Source: 1TU World Telecommunication (2014), ICT Indicators database; Internet World
Stats (2014)
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Fostering innovation via collaboration between
universities/research institutions & the private sector

OOOOOOOOOOO

Universidad de

los Andes

Tecnologico
de Monterrey

an,
a¥

UNICAMP

SIEMENS
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R ) This Week's

IEVGCEWEVES

Recommendations:
A national vision and a drive for FH% =
partnerships 2 -~ (Y

Innovation fueled by natural
resources
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Human capital as the catalyst of innovation

Supporting micro and SMEs through cluster
policies

38
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Innovation information ecosystem beyond traditional
measures

Information Ecosystem

Innovation leading to social inclusion and
sustainability
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Despite scarce resources and low R&D, Latin
America is making headway in innovation...

= Both business- and social-oriented
= Large firms and small
= Building public-private engagement

" Goal: improve the ecosystem to expand and
sustain entrepreneurship and innovation.



