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Innovation,

Competitive I n the world of fast-changing businesses, innovation is not an
Edge, Business option anymore but an indispensable tool for competitive
Development,  advantage and long-term expansion. In this chapter, we will

Product look at several strategic methods that companies can use to use
Innovation, innovation for business growth in highly competitive
Process industries. It looks at innovations of product, process and
Innovation, business model and their use in distinguishing companies from
Business Model  competitors. It also discusses how organizations must develop
Innovation, a culture of innovation, match innovation with the market and
Strategic use emerging technologies to drive growth. It also explains how
Alliances, companies compete through cost leadership, differentiation,

and collaborations in order to stay on top. Using real-world
cases and practical tools, this chapter provides a complete
roadmap for businesses seeking to innovate, thrive, and prosper
long-term in a competitive market that is ever more uncertain.

7.1 INTRODUCTION: THE ROLE OF INNOVATION IN A COMPETITIVE
MARKETPLACE

The digital world and hyper-modern business world make innovation not an option
anymore, it’s an imperative. In an already saturated market, where everyone is selling
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the same thing, innovation is your competitive edge. Companies that are able to
constantly create — in product, service or business practices — gain a market
advantage and differentiate in the market.

Innovation has become more central to business strategy for several reasons. First,
consumer needs change all the time. The digital world means the consumers are
getting more and more informational and they are putting more and more demands.
The companies have to create solutions that adapt to these new demands by being
more personalized, quicker and more effective. The second reason is that technology
and digital transformation is changing industries, which presents opportunities for
companies to reengineer strategies, improve customer experiences, and cut costs.
Innovation also helps companies to respond to forces of externality — from economic
drivers, regulation and competitive forces. The more innovative firms are, the faster
they are to react to market change. In high-stakes industries, it’s usually the firms
that innovate and take calculated risks who get first dibs on the market or set the new
market norms. The pressure to sustain differentiation and expansion is stronger for
firms operating in overcapacity. Those who are sticking to classic approaches or old
models’ risk being dethroned. Innovation can give a break to the status quo by
bringing in an innovative idea, product or business that can re-shape the markets and
create new streams of revenue. Innovation, therefore, is not about product creation,
it’s about the transformation of how a company can work, how it can serve its
customers, and how it can continue to be relevant in an ever-changing world.

7.2 WHAT ARE DIFFERENT KINDS OF INNOVATION: PRODUCT,
PROCESS, AND BUSINESS MODEL

There is no universal kind of innovation, there are different kinds of innovation for
different purposes and different kinds of business growth. With knowledge about the
three different kinds of innovation product innovation, process innovation, and
business model innovation — organizations can develop holistic plans to solve
different parts of their business and eventually bring profitability and competitive
advantage to their long-term.

7.2.1 PRODUCT INNOVATION
Creating new products or developing the product to achieve customer needs, wants

or requirements. It is the most obvious and well-known innovation type, which
usually has a direct market differentiation element to it. Product innovation can be a
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whole new product, adding functionality, design, or new technologies to make the
product more desirable, practical or effective.

Consumers want more and better, and it is a very competitive world out there.
Businesses with a history of offering new products can compete by acquiring new
customers, keeping existing ones, and building loyalty. Whether it’s Apple’s iPhone
innovation cycle or Tesla’s EVs, product innovation has been the best way to launch
a company to market dominance.

And product innovation is also very closely related to technology. Businesses, for
example, could apply new technologies such as artificial intelligence, the Internet of
Things (loT) or augmented reality to develop personalized, more effective or
convenient products. Companies can remain current by continuously adapting their
products and generate new revenue streams.

Partnership to Grow and Make Money:

e Differentiation in saturated markets

e Acquisition of new customers and market penetration.
e Better brand image and customer engagement.

e New revenue streams through product diversification
e Revenue generation via product diversification

7.2.2 PROCESS INNOVATION

Process innovation is the innovation that occurs when a company designs or delivers
goods and services. Process innovation, rather than innovation in product, where we
innovate on the final product, means innovation in the processes that generate or
deliver the product: it’s about making the process that makes or delivers the product
more efficient, effective and economical. It can be automation of production
processes, technologies to automate, quality management or supply chain
management.

Innovation in processes is generally oriented towards optimisation and reduction. —
Optimizing the way that businesses work will make the company less expensive,
produce better products, and speed up delivery which can help to make it more
competitive and profitable. For instance, Toyota’s use of lean manufacturing
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technology changed the world of cars, slashing waste and improving production
processes.

Process innovation has evolved over the last couple of years into more of a hybrid of
digital transformation. Modern software applications, cloud computing, and robotics
have made it possible for businesses to automate, centralized resources, and quickly
react to customers’ needs. Process Innovation often helps organizations increase the
number of employees and improve service quality, while at the same time increasing
the overall scale.

Making Things Grow and Profitable:
e Lower costs of operation and better efficiency.
Profit growth due to simplified processes.
More satisfied customers with faster service delivery.
Greater Scalability and Demand-Attentiveness

7.2.3 BUSINESS MODEL INNOVATION

Business model innovation is the simpler type of innovation — reengineering and
repositioning a business’ creation, supply and value creation in the market. It’s about
transforming the business model to react to market changes, technology and
customer demands. Business model innovation may take many forms like the
transition from one-time product sale to a subscription model, or to a platform model
where the business is acting as an intermediary between consumers and sellers.

Perhaps the most transformative business model evolution is that of the subscription
economy. Whether it’s Netflix, Spotify, Adobe, or anyone else, these companies
have changed the way we do business and are no longer in ownership but rather in
subscription, offering the customer continuous access to goods and services. It has
enabled these companies to generate more stable, repeatable revenue streams and
build deeper connections with their customers.

Innovation in business model can also be about applying new technologies to create
more value. Amazon, for instance, the marketplace — which unites buyers and sellers
with information analytics for recommendations — changed the face of retail.
Innovation of the business model alone allows corporations not only to be more
profitable but also to upend entire sectors.
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Insight into Growing Profitability:
e Development of new streams of revenue (subscription, freemium, platform
model)
e Better customer lifetime value and loyalty.
e Power to enter existing markets and gain competitive advantage.
¢ Indefinite growth due to alterations in the market dynamics and requirements.

The Interaction of Product, Process and Business Model Innovation

Though innovation is referred to in isolation and in isolation, in practice it is often
coordinated to enable business development. A company that leads the pack with
innovation on product design, for instance, may need to invent processes as well to
get the product out of the building faster, or redesign its business model so it’s easier
for customers to use the product. By combining all three kinds of innovation, it is
possible to develop a complete growth strategy that keeps companies in the game
and flexible enough to evolve with market forces.

Key Takeaways:

e Product Innovation Allows Companies to Stand Out by Responding to the
needs of the customer, and Capturing New Markets.

e Process Innovation optimizes process and reduces cost for businesses that are
looking to scale and compete.

e Business Model Innovation gives the ability for enterprises to reimagine the
delivery of value and new revenues and position them as leaders in their field.

e Using all three kinds of innovation, companies can remain agile, relevant and
adaptive and maintain growth and profitability for the long term in an ever-
competitive market.

7.3 BUILDING AN INNOVATION CULTURE: HOW TO INSPIRE
CREATIVITY WITHIN AN ORGANIZATION

Businesses need to have an organization culture that promotes innovation, taking
risks and solving problems if they want to remain competitive and keep creating new
solutions. It is not something that can happen overnight — it takes intentional
leadership and organization-wide change of mindset. Businesses need to give
employees the space to try new things and ways of doing things, without fear of
failure. In this article, we look at how such a culture might be created.
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e Encourage Open Communication and Collaboration Open communication is an
important part of a culture of innovation. By allowing employees to share ideas — big
or small — there’s a space for creativity. Through an open culture, companies let the
world know that everybody has a voice, which invariably results in a multitude of
different ideas and viewpoints. Plus, collaboration between teams or departments is
an idea generator. Collaboration between different functional groups is very valuable
because it connects multiple skill sets and perspectives and produces creative
solutions.

e Leadership Support for Innovation Creativity cannot work unless leadership
embraces it. The role of leaders is to foster innovation through the acknowledgment
and rewards of innovative actions and risk taking. Thru model innovation, leaders
can also lead everyone to take risks by being creative. Second, managers should offer
a healthy margin for error so that some novel idea will fail. Innovation requires you
to allow for experiments, errors, and iterate with the help of feedback.

e Provide Resources for Creative Exploration Companies need to give employees
time, space, and equipment to brainstorm. That can be in the form of dedicated
brainstorming or idea-generation time, access to the most recent technologies and
studies, and the freedom for employees to experiment with ideas that aren’t
necessarily a direct match to what is in the company’s immediate plans. Companies
even create "innovation labs" or internal startup accelerators to provide employees
with resources and space to try new ideas and ideas.

e Embrace Diversity of Thought The work has to be varied so that creativity thrives.
The more employees are different, the more experiences and perspectives they have
on problems. Promotion of diversity and inclusion helps rip through the logic and
leads to innovation. The more diverse companies are in the way they hire and build
teams, the more innovation and problem-solving potential is going to exist.

e Reward Risk-Taking and Innovation Innovation requires risk and employees can
be difficult to inspire to take risks when they’re afraid of failing. And the businesses
with a culture of innovation know to pay their employees for doing something even
if the idea doesn’t immediately pay off. Giving creative people credit — whether in
terms of financial compensation, promotion or even publicity — makes them feel
like innovation is valued by the organization. Furthermore, by viewing failures as
lessons, companies remove the stigma of taking risks.
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Incorporating these tactics into the day-to-day can help organizations create an
environment where creativity and innovation are valued. This culture will create
long-term growth and competitive advantage in a rapidly changing marketplace.

7.4 INNOVATION THAT RESPONDS TO CUSTOMER DEMAND:
INNOVATION ON THE MOVE

Innovating is most effective only when it meets customers’ wants and needs. Market
driven innovation means that the product, service or solution is actually relevant to
the market. Innovating in a company is based on customer insights, trends and market
research, so the end product is value-added. We talk here about how you can connect
innovation with the customer.

e Regularly Gather Customer Feedback Customer insight is the one piece of
feedback that’s immediately available and that can help inspire innovation.
Organizations must be using survey, focus groups, monitoring social media and
interviewing the customer feedback through various ways. This feedback can
provide real-world data about pain points, needs, and preferences for companies
to find where they need to innovate. Moreover, the customer’s feedback can also
serve as a gauge of how well an interesting new product or service will do in the
market, so that companies can tweak their products before they launch.

e Conduct In-Depth Market Research Market research gives businesses a
clearer view of what the trends are driving consumer action and preference. With
market data, companies can see patterns, demand changes and technological
trends which will drive innovation plans. Similarly, market research also gives
companies a look at the competition and where innovations can fill in. Keep your
business current with the market trends and what future customers will require,
and you can create goods or services that fit those future demands.

e Data Analytics and Trend Analysis With big data and predictive analytics,
innovation and customer need will be much better aligned. The use of data across
many platforms — sales, website analytics, social engagement, etc — tells
businesses what the customer is wanting, how they behave and what are the
trends. Also, trend analysis can be leveraged to see changes in the market before
they are widespread and thus keep your business afloat. Through pattern analysis,
companies know where to innovate, and they focus on the customer.
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Co-Creation and Collaboration with Customers One way that can ensure
innovation is adapted to customers’ needs is through co-creation where
companies work with customers on new products or services. Co-creation can be
many different things, like having your customers contribute to design or running
a beta test so you can see what’s going on. This way customers are kept more
loyal and innovation efforts are informed at the same time by the users who will
end up using the products or services. Having the customers actively participate
in the innovation cycle helps companies design solutions more directly aligned
to market needs.

Focus on Personalization As customer needs are always changing,
personalization is now important to bring innovation closer to customers.
Companies can leverage cutting edge technology like artificial intelligence and
machine learning to deliver highly personalised services that match the
customer’s desires. With customer data, companies can design services to the
individual requirements of different customer groups, leading to customer
satisfaction and loyalty. Personalised experiences are a competitive advantage
and can increase customer retention and satisfaction.

Create Agile Innovation Processes Businesses must be agile with innovation,
in order to keep up with changing customer requirements. An agile framework
involves continuously prototyping, iterating, and iterating new ideas as per
customer feedback and market analysis. Agile techniques let organizations move
agile in response to customer needs, changing their plans when necessary. This
process of iteration keeps innovation in line with the customer demand as
companies can change course before shipping a product or service.

7.5 NEW APPROACHES TO COMPETITIVE ADVANTAGE: COST
COMPETITIVENESS VERSUS DIFFERENTIATION

Today, in an ultra-competitive market, enterprises are always looking to gain an edge
over the others. One of the most efficient means is innovation, but what kind of
innovation a company adopts will dictate their competitive position. Two of the best
innovation strategies to gain a competitive edge are cost leadership and
differentiation. They’re both innovations, though not necessarily with the same end
in mind — cost leadership innovates to be efficient and low cost, differentiation
innovates to be distinctive and add value.
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e Cost Leadership: Innovating for Efficiency

Cost leadership — This is the strategy of being the cheapest manufacturer in your
market. Focusing on efficiency and cost reductions allows companies that are
taking a cost leadership approach to provide their product or service cheaper than
others and still remain profitable. — Innovation is the key to cost-leadership in
process optimization, automating, and minimizing waste. It is the value that costs
lead innovation will deliver and that it will pass on to the customer in the form
of lower prices as a competitive advantage.

e The Driving Forces of Cost Leadership Innovation
Process Optimization: Process innovation will drive efficiency and cost
reduction. Companies who create new ways to manufacture, supply or distribute
can reduce costs of operations and maintain a premium price. Walmart and
McDonald’s, for instance, have led in cost-efficiency with supply chain
innovation and economies of scale.

e Integration of Technology: Automation, Al, and data analytics could be
leveraged with technology to bring more efficiency and lower costs. —
Businesses can introduce intelligent technologies into the manufacturing or back-
office operations to save on costs and increase precision.

e Standardization and Economies of Scale: Technologies that make it possible
to standardize products and services and bulk produce and scale operations can
create savings. Larger production also helps companies save on unit cost and sell
more for less at the end of the day so that customers will be less tempted to pay.

e OQutsourcing and Strategic Partnerships: Businesses sometimes transform by
outsourcing non-core functions or strategic partnerships with suppliers to cut
costs. It gives the companies to work on their core activities and benefit from ex-
ternal savings.

7.6 ADVANTAGES OF COST LEADERSHIP INNOVATION:

Selective Pricing: If you are able to sell at a reduced price, you can gain market share
and grab prices-conscious customers.

Focus on Increased Profit Margin: Although the prices are low, cost leadership
ensures that organizations get a healthy profit margin due to the efficient use of
resources.
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Scalability: Optimized businesses are able to scale up at high speeds, and cover
existing as well as new markets.

e Differentiation: Innovating for Uniqueness

Differentiation is a technique where a company attempts to offer different
products or services from others. Innovation in differentiation is the design of
features, functionality, or experience that gives customers value that’s not present
anywhere else. Companies that manage to distinguish themselves get to charge
more for their product or service as it is a sign of their value. Innovation in
differentiation involves knowing your customer’s preferences, a being ahead of
the curve, and constantly introducing distinct features to your product or service.
This approach can especially be applied in those industries where consumers will
pay extra for innovation, quality or experience.

e Principal Impetus of Differentiation Innovation:
Product Innovation: Businesses invest in product innovation to build new or
better products that satisfy customers in new ways. This may be new
functionality, design, quality or new technologies. For instance, Apple’s
incessant innovation of smartphone design and features has allowed it to charge
higher prices for its products.

e Customer Experience: Customer experience is often one of the things that
differentiates products. Companies are creative when they give you better
customer service, or personalized experiences, or loyalty schemes that add value
outside the product. Whether it’s a luxury watch like Rolex or an exclusive hotel
such as the Ritz-Carlton, the point is to differentiate with quality service and
experiences.

e Branding and Positioning: Branding is at the core of differentiation. Branding
ideas that appeal to the intended audience can take a product or service above the
competition. It has been Nike and other brands that have managed to distinguish
themselves by getting on board with movements, and being a symbol of freedom
and success.

e Technological Innovations: Businesses like to invest in the latest technologies
in order to enhance their services. These might be Al to offer personalized
recommendations, VR to demo products or blockchain for payments.
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Technological innovation can also make a business product stand out among
others.

7.7 BRINGING COST LEADERSHIP AND DIFFERENTIATION
TOGETHER: THE HYBRID STRATEGY

Cost leadership and differentiation are not viewed as discrete tactics, but many
companies do both together to secure an edge. This is the concept of **cost-
differentiation** or **pest-cost strategy** where the company attempts to sell
special product/services for low prices. By integrating both cost leadership and
differentiation, companies can reach more customers, from those that demand value
at a lower price to those that want to pay for it.

Companies such as IKEA, for instance, have succeeded in marrying cost-leadership
with differentiation. IKEA is a premium brand with fashionable, quality furniture at
affordable prices through the use of production and supply chain management in an
effort to be efficient in manufacturing and delivering innovative designs and
experiences to customers.

Difficulties of the Hybrid Model:

e Fragmenting Price and Quality: The challenge is to provide something cheap
but also special. Corporations have to balance their budgets and innovation to not
sacrifice either.

e Market Positioning: Hybrid is likely to turn customers off if it’s not expressed.
This requires companies to establish their brand to show that they are affordable
and also different from other services.

7.8 BUILDING THE FUTURE: STRATEGIC PARTNERS AND ALLIANCES

In today’s entrepreneurial world, companies should innovate as much as possible to
stay on top. The best strategy for innovation is alliances and partnerships. These
alliances can also spur research and development, knowledge capacity and new
markets. With other companies, universities, research institutions or research
institutes, they can get access to emerging technologies, expertise and
complementary capabilities that make them innovate more effectively and faster than
anyone would do by themselves.
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Four Major Advantages of Strategic Partnerships

New Technologies and Expertise: Partnering with technology companies,
universities, or research centers allow companies to have the latest research,
technologies, and experts they don’t have at home. For instance, a tech company
who collaborates with universities to conduct Al or blockchain research has
access to academic talent to keep up with innovation.

Comparable Resources and Risk Mitigation: Innovation is usually expensive,
and strategic partnerships help companies collaborate with each other on
resources, funds, and risks. In-house product development or market entry joint
ventures alleviate capital cost and increase innovation agility.

Low Time-to-Market: When enterprises work with partner that has similar
capabilities, products are developed and innovations come to market faster. This
is especially valuable in a number of verticals like technology or healthcare
where time-to-market is the key.

Marketing Opportunities: Co-operation can help companies to reach into new
markets or new geographical areas. e.g., a R&D-heavy company could partner
with a local distributor in a foreign country to bring new products to the market.

Types of Strategic Partnerships:

Business-to-Business (B2B) Collaborations: Complementary industry
companies often cooperate to develop products, services or experiences. A
technology company for example could partner with a manufacturer to build a
new loT device.

Research/Academic Collaborations: Most of the companies work with
research organizations or universities to do research or develop new technologies
together. Such collaborations allow companies to tap into academic expertise and
cutting-edge research without having to invest in creating in-house R&D.
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e Cross-Industry Collaborations: Industry collaborations can create innovation
through cross-industry cooperation. For instance, merging automotive and
technology companies is bringing us electric cars and driverless cars.

Examples of Successful Collaborations:

e Apple and IBM: With an agreement between a tech giant (Apple) and an
enterprise solution provider (IBM), mobile enterprise apps started being
developed for business software innovation.

e Teslaand Panasonic: Tesla’s collaboration with Panasonic on high performance
batteries shows just how technologies can be fused together to make things such
as electric cars better.

7.9 TECHNOLOGY AS AN INNOVATION FACILITATOR: THE POWER
OF DIGITAL TRANSFORMATION

Today’s companies have technologies as the engine of innovation in every industry.
Digital transformation entails the adoption of digital technologies into every business
function, which is to restructure the business operations and the way in which value
is created for the customer. New technologies like Artificial Intelligence (Al),
Internet of Things (1oT), blockchain and other technologies are altering the process
of innovation so that businesses can not only better their products, services and
efficiency, but they open up new opportunities for growth.

7.9.1 EMERGING TECHNOLOGIES AS DRIVERS OF INNOVATION

o Artificial Intelligence (Al): Al is changing the way companies innovate by
automating, leveraging massive data sets, and predicting things as they happen.
Al can be used by businesses to customise products and services, streamline
supply chains, and improve customer experience. Al-enabled innovation already
is present in healthcare (diagnostic products), financial (fraud prevention), and
retail (personalized marketing).

e Empiric: Al powering the recommendation engine of Amazon to optimize
shopping, Al in healthcare to build predictive algorithms for patient care and
diagnosis.
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Internet of Things (10T): 10T, connects common physical objects to the internet
so they can gather and share information. For enterprises, 10T offers smarter
business with greater visibility, predictive maintenance, and ways to
communicate with customers. Manufacturing, for example, is deploying 10T in
order to monitor machinery in real-time, so production is uninterrupted with no
surprises.

Let’s take an example: General Electric’s IoT use on its industrial devices like
turbines and engines allows real-time data analysis, which helps enterprises
maximize performance and decrease cost.

Blockchain: Blockchain technology is a decentralized and secure method of
transaction recording to make business operations transparent and fair. It has the
potential to change the way industries such as finance, supply chain management
and even healthcare in a very dramatic way by making payments safe, traceable
and automated. Blockchain helps to innovate because it removes the middle man,
increase trust and opens new opportunities for digital business.

Position: IBM’s Food Trust Blockchain is enabling companies to trace food products
at every step of the supply chain to eliminate waste.

7.9.2 DISRUPTIVE EFFECT OF DIGITAL TRANSFORMATION ON

BUSINESS INNOVATION:

More Successful Customer Experiences: Digital technology lets companies
provide customer-centric experiences in real time. With Al-powered chatbots,
connected devices and personalised services, organizations can interact more
directly with customers and give them a better and more engaging customer
experience that makes them stick.

Process Optimization: Digital transformation helps companies automate and
reduce their costs by streamlining processes and using data to streamline
operations. Predictive maintenance, Supply Chain Optimization, Real-time
Decision Making can be implemented through AI/ML for better business
performance.

Nontraditional Business Models: New business models have never existed but
digital technologies create the possibility. Digital marketplaces for individuals
enlisting for one another’s services, for instance, made possible the advent of the
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sharing economy, like Uber and Airbnb. So also subscription-based software
models (SaaS) owing to the convenient nature of providing the services over the
Internet.

e Flexibility and Scalability: Digital tools allow enterprises to react instantly to
market dynamics or customer demand. With cloud computing, data analytics and
automation, businesses can scale their operations in real time and change with
the market, adapting to it.

7.8 TECHNOLOGY AS A SOURCE OF INNOVATION: THE POTENTIAL
OF DIGITAL TRANSFORMATION

Integration of new technologies into the business plans is now a major innovation
engine in today’s commercial world. Digital transformation powered by Artificial
Intelligence (Al), Internet of Things (loT), blockchain etc is changing the way
companies work, communicate with customers, and develop new products and
services. These technologies help companies cut costs, better allocate resources,
deliver better customer experiences and differentiate from competitors in an ever-
changing market.

e Al in Innovation: Artificial Intelligence (Al) is one of the disruptive
technologies in business innovation today. By using big data and algorithms to
sift through it, Al allows companies to make better decisions, to automate
mundane processes, and to personalize customers.

e Automation: Al-based systems automate customer service (such as chatbots),
inventory management, and forecasting sales so that companies can save time,
money, and operate at a higher level.

¢ Predictive Analytics: Predictive analytics can be used by the businesses using
Al to make predictions on the market, customers, and risks. This allows you to
make decisions early and keeps companies ahead.

e Personalization: Al enables companies to provide personalized experiences to
customers be it in the form of customized marketing campaigns, product
recommendations or changing pricing. For instance, E-commerce sites such as
Amazon use Al to suggest products based on your activity and past orders,
increasing your conversions and customer satisfaction.
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IoT and Connectivity: Internet of Things 10T, which ties everyday things and
machines together through the internet to collect, share, and research data. To
companies, this increased connectivity means smarter operations and the
development of new products and services.

Operational Efficiency: With 0T, companies can remotely analyze and
optimize the operating status of their equipment. For example, factories can track
machine health so companies can catch problems before they become costly
downtimes. This predictive maintenance makes operations far cheaper and
enables smoother production process.

New Product Development: loT-connected products are enabling companies to
create new products with additional functions like intelligent appliances operated
by the smartphone or fitness wearables. These technologies allow companies to
stay ahead of the competition in their market.

Customer Experience: Businesses using 10T will have real-time customer data
so that they know the usage and user habits. It can be used to optimize products,
provide personalized recommendations or build out new business models like
subscriptions.

Blockchain in Innovation: Originally used for crypto payments, blockchain
technology is now being used by businesses in other fields to safeguard and
facilitate business. It is decentralized, open, and unchanging, ideal for changing
the face of commerce, in such fields as supply chain management, payments, and
contract execution.

Transparency and Trust: Companies can securely transmit data to customers,
partners, and authorities with Blockchain. It could deliver visibility on the
provenance of goods in real-time, for example, in supply chains, where
consumers are increasingly worried about ethical sourcing and sustainability.

Smart Contracts: Blockchain is used to create self-executing contracts with
built-in terms and conditions which trigger action automatically upon condition
fulfilment. This removes intermediaries and guarantees that contracts are signed
in a transparent and effective way.
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e Fast Payments: Cryptographic security of blockchain makes digital payments
faster and more secure than ever, particularly in the financial, healthcare and e-
commerce sectors. Companies can adopt blockchain for fraud reduction,
customer information protection and secure transactions.

7.9. DIGITAL TRANSFORMATION TO GAIN COMPETITIVE
ADVANTAGE

It is not only through these technologies that businesses can keep their competitors
at bay:

e Faster Innovation Cycles: Digital tools are used to test and iterate faster, which
is beneficial for businesses in order to innovate faster. Cloud services, for
instance, help companies scale up fast and try new concepts without putting in
any capital at all.

e Professional and Resilience: Since digital transformation gives companies the
ability to store and process data in real time, they are able to react to evolving
market dynamics, customer demands, and technology trends in real time, so that
they stay one step ahead of their competitors.

e More Customer Experiences: Businesses can create easy and personalized
experiences for their customers across all touchpoints, through technology. From
Al-powered customer support to loT-enabled products, technologies help
companies communicate with customers and retain them for longer.

7.10. TIMING THE POWER OF INNOVATION: THE MEASURES OF
SUCCESS

How innovations work is vital for how businesses succeed and how innovation
investments are translating into real results. — Businesses must leverage techniques
and metrics to determine the ROI of their innovation activity: in the areas of
financials, customer retention, and market position.

e Return on Investment (ROI)
ROI is one of the most used metrics for innovation’s financial success. It
determines the profitability of innovation initiatives in terms of the innovation
value vs. implementation expenses.
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e Customer Satisfaction and Loyalty
Satisfaction is an determinant of innovation success especially if the innovation
involves a product or service enhancement. Customer satisfaction can be tracked
by survey, NPS and retention rates of companies. NPS is a customer loyalty
indicator where they ask their customer how likely they are to refer a product or
service to others. An NPS of above means that the innovation has increased
customer satisfaction and loyalty.

e Market Share Growth
Innovating often results in market share increase as firms get an advantage with
new or better products, services or business models. Market share is a must to
know how innovation is making the company competitive.

e Time to Market
Time to market is the duration from concept to market for new product or service
a company has in its possession. Quicker time to market translates to rapid
innovation and fast market responsiveness.

e Employee Engagement and Innovation Culture
We can gauge the company’s internal innovation culture by employee
engagement — participation in innovation programs, ideation and internal
innovation projects’ success rate. Employees with a purpose are more inclined to
join and lend their support to new projects.

e Accrual from New Products and Services
Innovation’s end-point is often to generate revenue through creating something
new on the market. It is possible to measure the revenue generated by these new
inventions and see if they are a commercial success.

7.11. CHALLENGES TO INNOVATION: LESSONS LEARNED

Innovation is essential if companies want to stay ahead of the competition in a rapidly
changing world, but the road to innovation is filled with obstacles. These are the
barriers and how to overcome them if you want to help build a culture of
improvement and innovation in companies. Here we will see some of the most
prevalent innovation challenges and how to address them in this chapter.
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e Resistance to Change: The barrier to innovation is the best barrier, especially
when it comes to a long standing company that already has a lot of established
processes and routines. Employers may be afraid of new technologies disrupting
their job or losing employees; the managers are afraid of investing in new
technology or processes.

Solution: The way to defeat resistance to change is through strong leadership
that conveys the benefits of innovation and gets people engaged. Managers
should make innovation a focus for organization growth and employee retention.
Having a clear communication plan, training and support for workers to ease
fears and make them acceptable is one way to reduce anxiety.

e Resource Constraints: Innovation needs funds, people and technology but a lot
of companies, especially SMEs, may not be able to commit the resources or staff.
There is also the problem of limited resources, that inhibits creativity and
prevents companies from trying new ideas or scaling successful projects.
Solution: Organizations can overcome limitations in resources through
innovation investments, external funding (e.g., grants, venture capital,
partnerships), or low-cost agile innovation approaches. Lean innovations like the
"Minimum Viable Product" (MVP) model let businesses test products with little
investments before investing a lot of money.

e Organizational Silos: There is an average of one department in every company,
and all of the teams will work individually on each specific task and not on cross-
functional innovation. This cloisonné structure creates inefficiencies,
misalignment and missed opportunities for breakthrough. Solution: To get rid of
organization silos, companies need to facilitate cross-functional cooperation and
a knowledge-sharing culture. That can be done by having cross-functional
innovation teams, regular brainstorming sessions and clear channels of
communication. Encourage employees across departments to share content and
work on innovation projects together can create more creative and layered
solutions.

e Lack of Leadership Support
Innovation is doomed if not promoted from the top. Innovation efforts that are
not well-led and driven can be in the dark with no clarity, resources or energy
resulting in delayed projects and opportunities.
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Solution: Leaders need to be supportive of innovation both in dollars and
creating a strategy and vision that puts innovation front and center within the
organization. With articulated strategic objectives, innovation teams and
innovation awards, you can reiterate that continuous innovation matters.

Regulatory and Legal Challenges

For example, innovation in highly controlled areas (medical, financial, energy,
etc) is often hindered by rigid rules and bureaucracy. Those legal grey areas can
be time consuming and expensive.

Fit Solution: To navigate through regulatory obstacles, companies need to start
talking early with regulatory authorities, attorneys, and industry specialists to
make sure their new solutions are in compliance. Innovative collaboration
between innovators, regulators and others can result in less fixed, more flexible
regulatory systems that advance innovation and the public good.

7.12. ANALYSIS: USE-OF-THEM-AND-OWN EXAMPLES OF GROWTH
DRIVEN INNOVATIONS

There are practical case studies of firms that have successfully adopted innovation
as a growth method in a competitive market that we can learn from. The following
case studies are just a few examples of how companies who are the leaders have used
innovation to launch new products, deliver better customer experiences, and achieve
competitive advantage.

Apple: Innovation as a Differentiator

Apple is famous for creating the best products on the market, both in terms of
design, technology, and customer experience. The iPhone that was introduced by
the company revolutionised the world of smartphones and their continuous
upgrade to the device has maintained the company at the top of technology.

Innovation Approach: With Apple’s design, user experience, and hardware and
software integrations, the company has built a devoted following and a high-
quality brand. It never stops breaking new ground with the release of new
products, such as the Apple Watch or Air Pods, which bring new ecosystems of
products to its line.
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Apple’s success is proof of the value of differentiation via innovation. With the
design of an integrated and seamless user experience, Apple has not only
transformed consumer tech but has created a long-term competitive advantage.

e Tesla: Disrupting the Automotive Industry
With EVs and clean power, Tesla— led by Elon Musk — has shaken up the car
market. Tesla is not just building electric cars: their innovation programme
includes energy storage, solar power, and autonomous driving.

Innovation Philosophy: Tesla innovates because it’s committed to leading the
world towards clean energy. The company spends billions on R&D to optimize
the performance, range, and affordability of its electric cars as well as its
Supercharger system and energy storage.

Action Point: Tesla is very focused not only on product (EV) innovation, but also
business model (energy solutions, charging networks). The company’s ethos of
sustainability and innovative vision broke a century-old industry to become a
paradigm-changer in clean energy.

e Amazon: Continuous Innovation in E-Commerce
Amazon is the benchmark for e-commerce, supply chain, and cloud computing.
Its unyielding customer-first innovation drove it from a retail store online to
become one of the world’s largest and most diverse corporations.

Innovation Strategy: Amazon has its innovative strategies with Amazon Prime
subscription, Amazon Web Services (AWS), and high-tech fulfillment centers
that have robots and Al systems.

It also invests in the technology to make them more innovative, for example,
drone deliveries and cashierless retail stores.

The Big Lesson: Amazon has always been successful because they were able to
take an innovation across several areas and continuously upsell on performance,
customer service, and product development.

Its attention to customer requirements and investment in the future have enabled
the firm to take control of international trade.
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Nike: Creating New Ways of Engaging and Selling to Customers

Nike changed the sportwear business with their breakthrough in product
innovation and marketing. The company’s emphasis on personalizing consumer
experiences has led to success and brand loyalty.

Innovation Plan: Nike innovates with high-performance sportswear products
like Nike Air and self-lacing shoes and digital programs such as the Nike
Training Club app and Nike Run Club. It also uses data analytics to tailor
marketing and product recommendations.

Nike’s success is about how they combine innovation with customer
engagement. Through data and digital platforms, Nike has crafted a loyal
customer base and outpaced its competitors in the sportswear space.

Google: Leading the way in Data and Ads

Google is a tech titan and now part of Alphabet Inc., powered largely by its
presence in search and online advertising. The company’s new thinking doesn’t
stop with search, but also in other fields, such as cloud computing, Al and
driverless cars.

Innovation Approach: Google’s innovation strategy is to continuously update
its search algorithms, create new advertising products, and invest in disruptive
technology such as Al and self-driving cars via its subsidiary, Waymo.
Google’s win shows that reinvention and diversification is the key to innovation.
As it keeps improving its core services and expanding into new markets, Google
has cemented its position as one of the largest technology and advertising
companies.
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