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WEBINAR: ACHIEVING INNOVATION EXCELLENCE

High power innovation engines: generating more impactful
innovation results through enhanced innovation management

A

Key findings and Insights from A.D. Little’s 9" annual global innovation excellence benchmark

There is a clear link between good innovation management practices and innovation success, and organizations that successfully
implement the best innovation management practices deliver an average 70% more profit & 30% shorter time to breakeven.

The authors and contributors will be presenting the key findings and critical insights from the 9t annual innovation excellence report
and sharing how organisations can address the challenges of managing innovation effectively to create new value and growth.

During this 90-minute session we will focus on Breakthrough Innovation, Al-driven Innovation and Best Practices Deployment, and
how global organizations successfully implement new practices to improve speed, impact and satisfaction in their innovation
activities.

Our 9™ annual report is based on data from over 500 organizations across the past 25 years A.D. Little’s Global Innovation
Excellence Benchmark model, validated in a range of peer-reviewed publications, stands out for its ability to clearly link specific
innovation management practices to innovation market success.

L



APL

Arthur D. Little links functional excellence and deep industry expertise integrating the
knowledge of our Open Consulting network
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1 GLOBAL INNOVATION EXCELLENCE - BENCHMARK FINDINGS

APL

ADL’s Global Innovation Excellence report is based on the self-reported innovation
practices and performance of over 400 survey respondents

Fundamentals of what the GIEB measures

0 Innovation Management Practices

e o Innovation strategy, objectives and governance e
Innovation strategy setting (Corporate or BU-level)

° . 500 o e
300, (700" Innovation project
Idea management  : E management
New a_nd : H geme Customer/ market/
emerging H L J : operations insights
technologies/ e % 100X J900 ¢ e and analytics

tools/trends Portfolio Deployment

management *, Innovation
Engine .-

@Ecosystem
processes

@ Resource and
competence management

Start up acceleration Corporate venturing Ecosystem and vendor management

Project staffing Competency development

@ Agile ways of @ Breakthrough @ Digital innovation @ Business model
working innovation mgmt. tools innovation

®

CONTROLLABLE PROCESSES

“‘How sophisticated is your Innovation management
practices vs best practice?”

Source: Arthur D. Little Global Innovation Excellence Benchmark results

e Innovation Success %ﬁ

Product_ 5 SEMIEE Salesv’ Breakeven v/ 4
Innovation
Process Innovation Costv yieldv’ 4
Busmegs Model Breakeven v’ v
Innovation
Breakthrough Innovation  Sales v’ breakeven v/ v

@)

QUANTIFIABLE OUTPUT

“What has your innovation effort delivered in terms of
business success?”




1 GLOBAL INNOVATION EXCELLENCE - BENCHMARK FINDINGS A.

For top quartile performers, better innovation management leads to better financial
performance, including revenue, EBIT, time to breakeven and return on investment

0.90 P e . Revenue from new products
— 1 Bottom quartile L4 F , * ° ¢ S3 yearS on the market
n : *
o L[]
o
S
n 0.70 T
< 15.8%
= 060 1 EBIT from new products
3 <3 years on the market
c

0
040 T &
i o T Top quartile innovation 25 Months -
t . management performers BMI time to first revenue 36%
030 1 (months) Faster
i Bottom Median Top
quartile quartile
020 —r T T 1 r o T 1T - LUNNN B B IR B B B B RN B B B B RN N B R |
200 300 400 500 600 700 800 900
Innovation Management Practices? | Top quartile innovators Middle half [l Bottom quartile innovators

I The results demonstrate significant opportunity for those not currently in the top quartile

Note 1) Based on company self assessment and new product introduction in terms of sales, EBIT, time to break even and process improvement impact. Components are weighed based on relative allocation
to product, service, or process innovation. Performance on EBIT, sales and process improvements are normalised by industry type; Note 2) Based on the 9 constituent components of Arthur D. Little’s
Innovation System Excellence Framework. Scoring is based on the relative importance of the 9 components in the reported industry; Source: Arthur D. Little Global Innovation Excellence Benchmark results 7



1 GLOBAL INNOVATION EXCELLENCE - BENCHMARK FINDINGS

Furthermore, without good innovation management practices, additional innovation
investment will be unlikely to unlock significant innovation success

M Top performers M Others Innovation success increase per 1%
increase in R&D intensity

0.9

0.023

Innovation success

0.002

Innovation Intensity (%) Other Top Quartile

Source: Arthur D. Little Global Innovation Excellence Benchmark results
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1 GLOBAL INNOVATION EXCELLENCE - BENCHMARK FINDINGS A.

Companies who have the practices in place to deliver breakthrough innovation, and
who invest more in this area have higher overall innovation success

s KEY TAKEAWAYS

Spending profile of top innovation performers vs. bottom innovation performers

<1
@ Top innovation performers e Many companies are stuck in a
Q2 Q4 @ Bottom innovation performers mindset of investing in ‘safe’
JEc incremental innovation projects
535
> = .
By New “B2 _ However, those who proactively
2 283 There is a clear : : :
S 59% = ! : invest more in more uncertain
n <2 = . . o o
5 Tos difference in how top innovation endeavours, including
= innovators allocate breakthrough innovation and building
= their innovation out new technologies in new markets,
Z Q3 Investment across have higher overall innovation
7 the portfolio, SuCCess
> o compared to bottom
=  Existing innovation
S performers
o
Existing New
Investment on markets & customers

Source: Arthur D. Little Global Innovation Excellence Benchmark results



1 GLOBAL INNOVATION EXCELLENCE - BENCHMARK FINDINGS A.

One overarching trend uncovered in the data is the average falling return on
iInnovation success and satisfaction over the last decade

- From products <3 €% KEY TAKEAWAYS
15% - years on the market
.-.. —l— .
............. — ® e Proportion of revenue S
........ SOV from new products e Falling innovation success and
10% 1 ®:..:n@ TOPOIONOTEBIT satisfaction, on average and
From products <1 from new products _ s g
] e year om the market across industries, suggest that
5% 1 B LI L TTTTYYPTUNN ° organisations are not adopting the
right innovation management
0% T T 1 H
2012 2013-2017 2018-2023 practlces

In this presentation, we focus on

the innovation management

5% 4% g Sharp decrease in practices of the companies who
m satisfaction have bucked this trend in the
0

Very satisfied

Quite satisfied (17% drop) following area:

44% - .
Neither satisfied . Breakthrough innovation

0,
nor dissatisfied 35% 41%

Overall increasing . Business model innovation

29% dissatisfaction

Quite dissatisfied .
(8% rise)

Very dissatisfied

. Cross business unit
innovation

18%
1% 2%
2012 2013-2017 2018-2023

Source: Arthur D. Little Global Innovation Excellence Benchmark results 10
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2 FOCUS 1: BREAKTHROUGH INNOVATION A. L

Most breakthrough innovations fail because teams tend to overlook and/or
undermanage critical areas of uncertainty COMMON ISSUES

Important areas of uncertainty to manage:

0

Technical
readiness

Based on availability rather I_nitiated too_late
than requirements to win into the project |

[J
m
—t—
e O O
[ N N |

Resource
readiness

Organizational
readiness

Application
& market
readiness

Managed too
much in isolation

What to manage (examples):

e Proof of concept e Market attractiveness e Winning project team over the e Strategic and stakeholder
. . o development period alignment
e Prototyping and upscaling e Lead applications and P P g
customers e Make-buy-collaborate ¢ Organizational interfaces and

e Functional performance and

manufacturability e Go-to-market/deployment  Ramp-up and scalability hand-overs

e Operations model

Source: Arthur D. Little 12



2 FOCUS 1: BREAKTHROUGH INNOVATION

Each target project will have its own “TMRO-profile” and hence will have its own set
of development priorities

Design

- Develop

v

@ Technical

Technology trends observed,
prioritized & reported

Application
&=y & market

Industry and Market
Trends observed,
prioritized & reported

@ Resource

Inventory of organizational
Competencies scanned

/

INDICATIVE

@ Organization

Fit with (technology)
strategy confirmed

Engage on opportunity;

~

Attractiveness validation,
options evaluation and

Competency a
gap assessment;

resource
rtnering

Stakeholder alignment and
buy-in (internal and

early validati o options (make-b
value proposition external)
collaborate)
. Stakeholder expectations
. I « . ” . Development resources in . :
Technology prototyping, piloting Learning loop” planning ) etailed and confirmed
. . place; vendors & partners . .
and launch / scaling planning and deployment strategy . (Sxategic, commercial,
FOTIES : financial, ...)

Final technical performance and
operational qualification

Source: Arthur D. Little (adapted from various sources)

Deployment and roll-out
planning and execution

Resource transitioning
completed; life cycle
maintenance resources in
place

Organizational ownership in
place (governance,
reporting, etc)

APL
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2 FOCUS 1: BREAKTHROUGH INNOVATION

The interface between the BIP and the rest of the company is always a key success
factor to combine agility and strength

Key items to consider for an efficient interface

A

» Specific sales channels or not?
* Own brand or not ?

* How to manage potential
cannibalization ?

» Allocation of development & support resources:
dedicated vs. shared vs. requested on an ad hoc basis?

0 Offer

Product Architecture
Associated Assets

Governance
& Funding

* Governance model : New entity vs.

dedicated internal entity vs. dedicated
task force?

Funding strategy: internal only vs.
external partners?

Collaboration with other industrials:

What rationale and criteria? Which
contract mode?

« Sourcing / access strategy of needed assets (production and technology):
Make vs. Buy vs. Use?

* Management of |IP assets?

« Allocation of the right industrial costs to the new project (cost accounting)?

} These items are linked together and are to be considered at a systemic level for a specific business design

14
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2 FOCUS 1: BREAKTHROUGH INNOVATION A. L

Therefore, to succeed in breakthrough innovation, particular focus must be paid to the
interface between the BIP and the Corp.

Achieving early precision on the target offer requirements and designing the product architecture to
minimize interface complexity and enable agile working on individual modules

Adopting a careful Make/Use/Buy strategy that balances the need to leverage corporate assets with

Key flexibility to engage the external innovation ecosystem

principles

to combine Considering brand and market access at an early stage to minimize the likelihood of failure at the
the agility scale-up phase

of the BIP

and the Using resourcing tactics that provide a dedicated core team while leveraging corporate specialist
Strength of expertise in a concentrated way to enable agile approaches

the Corp.

Setting up the right governance and funding model to suit the nature of the new business, with the
highest possible level of sponsorship within the parent organization

Setting up a multidisciplinary Iteration Zero taskforce to identify and mitigate the main uncertainties
at the outset and define the actions to be conducted to mitigate them

Source: Arthur D. Little 15



2 FOCUS 1: BREAKTHROUGH INNOVATION A. L

How to take advantage of business model and breakthrough innovation?

. EXAMPLES
Tackle the “mindset and structure bundle”, e.g. with ... =AMPLES

@ Nightmare competitor exercise Internal champion building

“What would your worst nightmare “Not imposed externally, but lived
competitor look like?” internally!”

e Come up with hypothetical entities that e Build basic knowledge of technologies and
challenge your core and future growth @ markets, screen for opportunities and
businesses @ develop ideas — cross-functional

e Involve a diversity of voices and cross- e Select scouts on a voluntary basis for
functional expertise specific technologies / markets to ensure

intrinsic motivation

e Overcome blinding cognitive biases
e Internal competition for champions building

16



APL

DRIVEN- INNOVATION PRODUCTIVITY




3 FOCUS 2: Al DRIVEN- INNOVATION PRODUCTIVITY A. L

We boost innovation productivity of our clients by around 40% - powered by our
unique expertise and proprietary data in innovation and the use of Al EXAMPLES

Identification of non-obvious insights

Novel ideas from larger pools of data

IMPACT

e Ability to more accurately predict risks
and failure points
EFFECTIVENESS
e Ability to make sense of increasingly & QUALITY

large data sets for new ideas and
approaches

Leveraged
data

Average innovation
productivity gains expected

e Lower costs through virtual
simulations without the need for

Accelerated

discover : : ; :

y physical experiments from effectively tackling

common challenges in
Efficient e Tailored products for specific innovation through with Al
customization customers or consumers
EFFICIENCY &
Enhanced e Leveraged workforce through the SPEED
f automation of routine and repetitive

perrormance tasks

Source: Moving Innovation Forward report and benchmark repository 18



3 FOCUS 2: Al DRIVEN- INNOVATION PRODUCTIVITY A. L

We recently completed an extensive benchmark on Al-enabled innovation, revealing
more than 900 use cases and a vast solution ecosystem

Target picture

Targeting mid-sized and large
organization aspiring to break out
of the mold of traditional R&D

Global study conducted - .+, Study objective
- - Defining the role of Al in today’s

increasingly complex world to
Almost 60% of participants regard Al as an o strengthen innovation and engineering
absolute top priority to overcome massive
challenges the market such as complexity, Sources Our partners?
disruption and ensuring longer term

resilience and regulatory compliance 75 AR NAE

The value at stake is therefore enormous. CONNECT 10 INNOVATE

Using Al to overcome these challenges could Al

significantly improve growth prospects, (‘
Ecosystem-

: ) technology
Il I h
potentially doubling growth and Expert use cases

productivity, and even tripling profitability focus Sy reviewed to SEras
Several factors need to be addressed to move interviews respondents date mapped (
forward with Al today. Examples are securing N
the right capabilities and data and changing

company mindset. There are also increasing

concerns about data sovereignty and Survey scope

overdependence on a few large players RRRRRRRARK/R RgaQ [cé ReeaQ0 AN I{—F_Lﬂ 0@ é 85
The race is still open to all players. Only RN | . !

15% of companies have already optimized . 0/ :

their use of Al, and there is large and mature 90 dlﬁpjrent 46 /0-|n . More than _ 6
ecosystem of potential partners available companies engaged executive positions different industries

Source: Global benchmark by Arthur D. Little
1Dutch Academy of Engineering Sciences (NAE), the Royal Swedish Academy of Engineering Sciences (IVA) and the Royal Netherlands Society of Engineers (KIVI) 19



3 FOCUS 2: Al DRIVEN- INNOVATION PRODUCTIVITY A

We support our clients in developing and executing a balanced Al portfolio and
roadmap by answering four critical questions

Where to play? How to play? @ How to scale? ZIZ

_ Impact from | \dentity and
Main | Cm P o B e o :
c 2 Renew ways of
: 3 Werkin
u Ser &| pOWe rfu | AI .-i g Leverage internal
personas | E=EEE g and external data
Hf oo | S Define at-scale
] oo ] = enabling technology
= opllons

(User) Adoption level @

Impact from broad adoption
and behavioral change

Main use case clusters

% Al STRATEGY O Al TRANSFORMATION

[ ﬂ.[" = .

How to

transform?

Source: Arthur D. Little

Al Strategy
definition

Whatis the impactof Al
and how to respond?

Al Strategy
stress-testing

How to deal with
uncertainties
(technology, regulation,
etc.?)

What foundations do we
require (data,
technology, people,
process)?

Operating model
design

How to organize and
transform to deliver the
Al strategy?

Accelerated
scaling
Where and how can the

ecosystembe
leveraged?

20



3 FOCUS 2: Al DRIVEN- INNOVATION PRODUCTIVITY A.

ADL has extensive project experience in the development and implementation of Al
driven enhancements in R&D and Innovation

Client Description SELECTION
Integral R&D decision-making Developed integral digital solution for innovation and R&D
e solution for manufacturing management dashboarding for the CTO of a leading
company manufacturing company

BERTELSMANN

““m VANDERLRANDE Definition of the future portfolio of persona-specific use cases for

9 Al use cases in R&D Al in innovation and engineering, innovation division of a major
engineering company material handling and logistics company

I

Medtronic Q

Global supply and demand intelligence data for key raw materials
@ﬂﬂf]ﬂﬂ AkzoNobel e Aerospace & Aviation Player using dynamic knowledge graph to predict impact of global supply
%2 ERICSSON chain shocks
o

= Tenner

J M Johnson Matthey

Inspiring science, enhancing life

NHS Southwests

@ AIRBUS

Best practice software development company as input to R&D
transformation, covering specifically Al in software development

e Communication Equipment Player

Safety assessments with the aid of a self-learning Al-powered
e Light Rail operator agent, analyzing engineering artefacts throughout the development
cycle

21



3 FOCUS 2: Al DRIVEN- INNOVATION PRODUCTIVITY A.

We see 10 common issues and their root causes hindering Innovation Productivity
performance

NON-EXHAUSTIVE

Root cause Common Issues
® Lack of focus and incomplete / incoherent R&D strategy to guide portfolio decisions
— Organisation Siloed way of working and ineffective interfaces between BU R&D vis-a-vis commercial, Corporate Research,
®ee Operations, QC, etc

Lack of trust and autonomy of project teams
Lack of ownership or entrepreneurial mindset

= Portfolio Poor portfolio governance, overfilled pipeline and under resourcing
= Poor portfolio choices and unqualified project pipeline projects

Poor project management skills
Poor adherence to good processes

@ Process

=z e Poor understanding of how to build and maintain high performing teams
N e Overstretched people unable to dedicate enough time for project success

} We typically start by scanning broadly any kind of critical blocker, then focus on high-impact, feasible levers to boost
innovation productivity at large

Source: Arthur D. Little 22



3 FOCUS 2: Al DRIVEN- INNOVATION PRODUCTIVITY

How we define Innovation Productivity

What dimensions to manage...

“Front-end”

“Back-end”

Business
requirements

Solution
roadmap

Technology
roadmap

Process
execution

Being successful in understanding and
addressing the key (unmet) needs of
the market and the company

Having the right solutions in place

Always having access to the right
technologies

Achieving optimal predictability and
manageability

A

...and which innovation goals to balance

e Achieving innovation and business
targets

Effectiveness

e No quality issues or quality give-away

e Being on time, always
e Predictable in terms of delivery

Speed & timing

e Getting maximal output from invested

Efficiency money, people and assets

23
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3 FOCUS 2: Al DRIVEN- INNOVATION PRODUCTIVITY

We use our standard framework to prioritize opportunities to boost Innovation

Productivity

Standard Innovation Productivity framework

A

Effectiveness

Business
requirements

Find the right
problems

“Front-end”

Solution
Roadmap

Build quality
upfront

Speed & Timing

Plan for
predictability

Efficiency

Select high-return
opportunities

Technology
roadmap

Execute for
Impact

‘Back-end’

Project
execution

Deliver flawlessly

Deliver reliably

Optimize resource
use

Source; Arthur D. Little

24
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3 FOCUS 2: Al DRIVEN- INNOVATION PRODUCTIVITY A.

Our approach addresses both “top-down” and “bottom-up” priorities...

Strategic innovation g . . +  Growth & diversification
o H o «  Profitability & differentiation
priorities 5
';Z . «  Sustainability & business continuity
W

Al market pull

INNOVATION PRODUCTIVITY DIMENSIONS

- - + Performance gaps to close

*  Automation quick-wins

Priorities in

Innovation

Productivity - -

D

Untapped data value

»  Critical user personas in innovation

*  Major pain- and gain-points to address
with Al

* Synergies between candidate use cases

Priority
Al use cases

& ona's
g
H
H
g
i

Source; Arthur D. Little 26



3 FOCUS 2: Al DRIVEN- INNOVATION PRODUCTIVITY A. L

...by customizing the approach to match the client’s specific needs and uncertainties
around “Why”, “What” and “How” in innovation INDICATIVE

4P Why we innovate

e Innovation purpose e Products and features e Process and Structure
e Solution promise ¢ Solutions and services e People and culture
e Technology backbone e Processes and tools e Steering and transformation
e Ways of working e Systems and platforms e Ecosystems and collaboration
D 4 . A I A
e Strategic narrative ¢ R&D project portfolio e Target Operating Model
e “Must-win battles” e Technology portfolio e Roadmap building blocks:
e KPI & target picture guidance e Footprint & assets - Aluse cases for innovation

Innovation tools and approaches
Data management & enablers
Capability building & change

e Data & digital infrastructure

Legend - 1a: Improvement opportunity mapping; 1b: select deep-dive analyses; 2a: Target picture & KPIs; 2b: Improvement options 27



3 FOCUS 2: Al DRIVEN- INNOVATION PRODUCTIVITY A. L

About 45% out of the ~900 Al use cases identified in this study can be characterized as
directly contributing to innovation productivity, a key theme for many companies

Database of Al / complementary technology use cases

Use cases generated based on of use cases can be characterized Each use case with detailed technical solution,
900./. technology solutions and -/-4500 as directly contributing to example vendors, jobs, pain and gain points of the
vendors mapped to personas - innovation productivity responding persona

— Managing resources for different engineering
disciplines — uses resource management tools
to ensure each engineering discipline is
adequately staffed

Use Case: Optimizing processes based on data insights

Relevant persona Job to be done

o o Chief Innovation I\/Illanage R&D portfolfifo and I
Optimizing processes based on data insights — Officer allocate resources effectively
Al analytics streamline processes by identifying : : :
; ; Pain/Gain Points Solved @

bottlenecks, reducing costs, and enhancing

operationa' efﬁciency Inability to increase Real-time insights from
* Al fi for traini d of innovation / R&D common innovation

ocating resources for training an {eams parameters

development — identifies training needs and
allocates resources to boost team performance

Al analytics streamline Example vendors:

Valldgtlng systems against |_ndgstry best processes by identifying alteryx 1)) rapidminer
practices — Align systems with |n(_3lu§t_ry best bottlenecks, reducing costs, and ‘DataRobot
practices to ensure efficiency, reliability, and enhancing operational efficiency KNIME TIBCS

1
1
|
|
|
|
1
I
I
I
1
1
1
I
I
I
1
: g speed and productivity various sources on all
1
I
I
1
1
1
1
I
|
|
1
I
1
|
|
|
|

scalability

Source: Arthur D. Little 28



3 FOCUS 2: Al DRIVEN- INNOVATION PRODUCTIVITY

A

In our database we have almost 500 Al use cases that can help optimize Innovation
Productivity by addressing common pain points

Which critical pain points to be addressed (client example)

€ ene Qua peed & 0 €
® Incomplete and/or outdated business intelligence (competition, technology, regulation, market prices, supply chain, etc)

Bus'ness ® Identify and prioritize new product development opportunities and features
%5 | requirements _ _ _ o o
c ® Dealing with supply chain shocks from e.g. European inflation and sudden tariff increases
()
c
o Difficulty in how to decide on where to focus technology & ® Foster a culture of continuous improvement and innovation within the
& Solution innovation investments product organization

Roadmap Define product vision, strategy, and roadmap based on market ® Managing the complexity of 100s of thousands of products and 10s of

needs and customer feedback and regulatory compliance thousands of raw materials
Manage the product lifecycle from ideation to launch and ® Navigating regulatory and legal barriers to innovation
Technol beyond ® Ensuring compliance across the many jurisdictions in which we operate
echnolo i i i i i
9y En;urmg optlm'al testing regimes on new products using correct ® Achieving proper data management with limited resources

5 | roadmap statistical analysis
c
Y
X
O
Lfg ® Inability to increase speed and productivity of innovation / R&D teams

PrOJeCt_ ® Collaborate with other departments to ensure cross-functional alignment

execution

® Scaling innovation initiatives beyond the pilot stage

Source: Client inputs; Arthur D. Little

29
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3 FOCUS 2: Al DRIVEN- INNOVATION PRODUCTIVITY

Likewise, there appear to be opportunities to realize critical gain points in Innovation
Productivity with Al (“if only we could...”)

Which critical gain points to be addressed (client example)

S ene Qua peed & g S
. @& Real-time insights from various sources on all common innovation parameters (patents, publications, M&A,

Business regulation, etc)
z equirements o : . o .
'g req & Advanced and broad data analysis to identify trends, help generate ideas and prioritize innovations
()
c
)
o
s Solution

Roadmap

“' _Better u_ndgrstandmg of historical, current and future return on & Secure and facilitated internal knowledge sharing and collaboration
innovation investment

Technology
5 | roadmap
c
o
X
O
,_fg & Streamlined decision-making to help prioritize features and allocate resources

PrOJeCt_ & Automated documentation and dissemination

execution

& Rapid prototyping & testing through Al design tools and simulations

Source: Client inputs; Arthur D. Little

A

30
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4 FOCUS 3: SHARING INNOVATION BEST PRACTICES A . L

Analysis of the GIEB dataset indicates there is far less transfer of innovation best
practice across a company’s business units than expected

@\ Expected result Actual result

e Similar performance across e High variation in performance
BUs across BUs

e Clustered IMP and IS scores e Variance among BUs not
relative to the full dataset statistically different from the

industry

Depending on the company, the transfer of innovation best practice could create
opportunities in: Improving time to market, reducing breakeven time, and uplifting New
Product Introduction (NPI) returns by up to 5% EBIT

32



4 FOCUS 3: SHARING INNOVATION BEST PRACTICES

There is a consistent spread in the innovation performance of organisations with
multiple business units (BUs); sharing best practices can lead to big wins

Innovation Success

1.00 + EXAMPLE COMPANY
Al
® Industry peers
0.90 + ® Company BUs
® BU average
0.80 L Industry regression
[
0.70 +
. [ Avg. BU score | 522 ]
0.60 + ° o oo 0/./'/./
3 o o ¢ ® o
0.50 1 ® o
RS 4
Lowest BUscore I = = ..
0.40 +
_ ¢ e Improvement through
0.30 —+ o standardisation
0.20 : : : : : : : : : : : : : : : : : : : :
200 250 300 350 400 450 500 550 600 650 700

Innovation Management Performance

Source: Arthur D. Little Global Innovation Excellence Benchmark results

A
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4 FOCUS 3: SHARING INNOVATION BEST PRACTICES

APL

For a chemical company with 10 Business Units (BU). Aligning the lowest scoring BU
with their average BU score would represent a 6% increase in Innovation Success

Example company in the Chemicals industry

Innovation Success'!

@ Company A

1.0

0.9

0.8

0.7

0.6

0.5

0.4

0.3

0.2

Avg.BU score 505

[ Lowest BU score

L
[
® ® e .
[ ) v
______ f [ ® i b '
® o 1
® ) - ? Q
[
o o
200 220 240 260 280 300 320 340 360 380 400 420 440 460 480 500 520 540 560 580 600 620 640 660 680 700
Innovation Management Performance?
@ Industry peers @® Top 10% industry peers Rest of GIEB dataset Linear (Top 10% industry peers)

Source: Arthur D. Little Global Innovation Excellence Benchmark results
Note 1) Based on company self assessment and new product introduction in terms of sales, EBIT, time to break even, process improvement impact, breakthrough performance, satisfaction
Note 2) Based on the 9 constituent components of Arthur D. Little’s Dynamic Innovation Excellence Framework 34



4 FOCUS 3: SHARING INNOVATION BEST PRACTICES A. L

Implementing best practice innovation management capabilities is often challenging
but global organisations are waking up to the value created by doing this

Our recent experience of supporting global
organisations in identifying, sharing and
implementing relevant innovation best practices
across divisions have highlighted 3 key

learnings: GliCIXiS

* Innovation must be seen as a value creating

system that involves all parts of the business N

» There is no gold standard ‘best practice’ CRUNDFOS 21

...benchmarking others can help but you

need to work out what is needed in your HUNTSMAN

organisation to make innovation flow

« Change will happen slowly unless properly
road mapped’ resourced and reported “.....to improve innovation excellence. By

using some of these insights, we at
Huntsman Polyurethanes have been able to
quadruple our EBIT from new products over
the last 6 years.”

Enriching lives through innovation

Global VP, Technology and Innovation

35
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56 STEPS TO SUCCESS A! L

From our experience in supporting many organizations on their innovation excellence
journey there are 6 steps to be considered in the journey to innovation excellence

Understand what your innovation management approach impacts your innovation success...
l.e. how effective are your innovation management practices at creating value and growth

|dentify what steps need to be taken to include business model innovation as part of your
innovation portfolio approach

Set your strategy and approach for generating breakthrough innovation

ldentify which parts of your business outperform other parts in innovation success and identify
which good practices make the difference

Define innovation best practice strategy implementing missing components and sharing
knowledge

Implement ‘best practices’ strategy, measure and course correct

37



APL

O PARTICIPATE IN INNOVEX




APL

Our Global Innovation Excellence Benchmarklng provndes a free, yallored report of

Innovation performance vs a comparable peer group ’ /

See where your company or BU sits

Innovation management
approach score

Il InnoCorp Average B BU#1
Top 10% of industry [l BU#2
Industry average I BU#3

I Focal areas for improvement l

Technology Watch
Intelligence

“Push” intelligence

@ Ecosystem processes

0 Resource and competence management

Portfolio mgmt.

Performance area Benchmark score? Comments

. Innovation strategy
E ‘Push” intelligence

“Pull” intelligence ’

E Idea management .fi
Innovation project management
Portfolio management

Deployment

Ecosystem processes l

n Resource & competence mgmt. ’

®
o0 700 Innovation project mgmt.

% 100 . ]2900

Innovation .
., Engine .

Strengthen Technology Intelligence

Use improved use of digital tools (e.g.

tools to map, interpret and manage patent °
or start-up landscapes) to analyze new
technologies and trends.

Allow innovation practitioners to develop
networks

Use external partners for breakthrough
IP policy to support collaboration

Improve competency strategy

Allow individuals to work on only a few
focused project at any one time

Market / Operational
intelligence

Agile ways of working

| &

Breakthrough innovation

See where your company or BU sits

Want to see whether you
are ahead of the curve in
innovation benchmarking?

Or where your strategy sits
compared to industry
peers?

Get a free benchmarking

report for your firm or

business unit

— Learn more:
https://www.adlittle.com/in
novex/

— Complete the survey:
https://arthurdlittle.eu.qual
trics.com/jfe/form/SV_570
H1x2RfufDU2N

— Sample report

B Top 50% Top 25%

Lower 50% Lower 25%
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Arthur D. Little has been at the forefront of innovation since
1886. We are an acknowledged thought leader in linking
strategy, innovation and transformation in technology-intensive
and converging industries. We navigate our clients through
changing business ecosystems to uncover new growth
opportunities. We enable our clients to build innovation
capabilities and transform their organizations.

Our consultants have strong practical industry experience
combined with excellent knowledge of key trends and
dynamics. ADL is present in the most important business
centers around the world. We are proud to serve most of the
Fortune 1000 companies, in addition to other leading firms and
public sector organizations.

For further information, please visit www.adlittle.com or
www.adl.com.

Copyright © Arthur D. Little Luxembourg S.A. 2023.
All rights reserved.
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