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Tough Times Are Upon Us

US J G UK i i• US, Japan, Germany, UK in recession

C f• China and India are not immune: growth forecasts down

• Even the Indian marriage market is taking a hit: 

“Because there are no job guarantees for IT people, for the 
last six months brides' families have not been accepting 
grooms from this background ”grooms from this background,  

Jagadeesh Angadi, matchmaker in Bangalore* 

*Jermy Kahn in the New York Times/Deccan Herald 



Tough Times Require Leadership

• A time of opportunities and challengespp g

Th t iti id d b i ti• The opportunities provided by innovation

• The challenges posed by fostering a culture 
of innovationof innovation



Competitive Advantage Through Collaboration

• What is innovation? Why does it matter?

• What is open innovation?

• University-Industry collaborationUniversity Industry collaboration

• Cambridge and Business



Types of Innovation

N d t i• New products or services

• New processes

• New business models• New business models



Product/Service Innovation: The iPod
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Process Innovation: ICICI and Mobile Banking

• Many new features to mobile phone 
banking

• Cut transaction costs to far below competitors 

• 5 people manage the 250,000 daily transactions 
processed by ICICI Direct (online share-trading arm)

• Cost of mobile-phone banking in India = 1/3 of the US 



Business Model Innovation: Tata Nano

• Entirely new value 
proposition

• Radically simplified 
production and designproduction and design

N f f di ib i ki bl d• New form of distribution: kits assembled 
and serviced by local entrepreneurs



Business Model Innovation and Growth 

compound annual growth rate over five yearscompound annual growth rate over five years

[Source: IBM, CEOs are expanding the innovation horizon: important implications for CIOs]



What is Innovation?

“The successful commercial 
exploitation of new ideas”exploitation of new ideas  

Types of innovation:
– New products or servicesp
– New processes

New markets

Joseph Schumpeter 
(1883-1950)

– New markets
– New organizational forms



Competitive Advantage Through Collaboration

• What is innovation? Why does it matter?

• What is open innovation?p

U i it I d t ll b ti• University-Industry collaboration

• Cambridge and Business





P&G Innovation Metrics: 2000

• 9,000 R&D personnel (1,000 PhDs)

$• $1.8 Billion in R&D expenses

• ~27,000 patents (10% being used in current products)

St ti f R&D l 35% f d t t• Stagnation of new R&D: only 35% of new products met 
objectives

• Increasing costs: Always: $10 mn in the 80s, $40-50 
mn by 2000y



Source: IRI





P&G from 2002 Onwards

S thi h d!• Something changed!

• Sales started to grow

• Stock-price improved



Sustained Sales Growth

Organic
Target
thru

FY 2010
+4% to +6%

Acquisitions & Divestitures
Organic
Acquisitions & Divestitures



P&G vs. Dow Jones 

P&G

Dow Jones Ind. Av.

2001 2002 2003 2004 200720062005



How?How?





A Call to Action . . .A Call to Action . . .

“We will acquire 50%“We will acquire 50% 
of our innovations 
from outside P&G”

P id t d Chi f E ti
A.G.Lafley

President and Chief Executive
The Procter & Gamble Company



& developresearchconnect 

C&D vs R&DC&D vs R&D…



50% own labsfrom50% own labsfrom



th h50% own labsthroughg



Larry Huston: 
VP of Innovation & KnowledgeVP of Innovation & Knowledge





Ecosystem

Source: P&G





P&G and China

• $10 million R&D facility in Beijing (1998)

• 180 local Chinese scientists

• Three floors of a building adjacent to Tsinghua University 
(China's best in science and technology)

• R&D mission: "to form mutually beneficial relationships 
with top institutions in China to gain access to Chinese 
problem-solving and research opportunities"



P&G and Pringles

• In 2002, brainstormed ways to make Pringles novel and fun

• Traditionally would have spent budget on developing a 
workable process, in-house plus ink-jet printer company

• Instead, created a technology brief that defined the 
problem and circulated throughout the global network

• Small bakery in Bologna run by a university professor

• Double digit growth for Pringles US



Examples of C&D . . . 
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Open Innovation: Implementation

• Mindset
– “Not invented here” to “Proudly found elsewhere”Not invented here  to Proudly found elsewhere

• People• People
– Idea scouts: technology entrepreneurs 

• Tools
– InnoCentive, YourEncore 



P&G Technology Entrepreneur Networkgy p



Connecting

• Six C&D nodes: China, India, Japan, Western 
E L ti A i d th USEurope, Latin America and the US
– 10,000 products identified

• Suppliers: 50,000 R&D staff at suppliersSuppliers: 50,000 R&D staff at suppliers
– Collaboration on solutions







Results of C&D

• By 2006, 52% of products had elements from external 
sources: up from 15% in 2000

• R&D productivity increased 60%; R&D spending down 
from 4 8% of sales in 2000 to 3 4% in 2005from 4.8% of sales in 2000 to 3.4% in 2005

• P&G launched 5 of the top 10 consumer products in &G au c ed 5 o t e top 0 co su e p oducts
the US in 2005

• Doubled share price



Not Just P&G

• Goldcorp: a mining company
– Shared geological data for $575,000 prize moneyg g p y
– 2 weeks, over 1,000 ideas, 80% yielded gold
– $100 million business to $9 billion

BBC backstage• BBC backstage 
– Developer network uses BBC content feeds
– Create new prototype services



Larry Huston’s Words of Warning!

• Know what you’re looking for

• External ideas need to fit internal strengths

• Never assume outside ideas are ever “ready to go”

• Don’t underestimate internal resources needed

• Never launch without mandate from CEO



Competitive Advantage Through Collaboration

• What is innovation? Why does it matter?

• What is open innovation?

• University-Industry collaboration• University-Industry collaboration

• Cambridge and Business



Role of Universities in their Links with Business

• Provide education

• Increase the stock of codified knowledge

• Solve problems through contract research,Solve problems through contract research, 
technology licensing and faculty consulting

• Help form networks and gain legitimacy



Would You Have Invested in This Firm?



Especially if You’d Seen This?



New Ventures and Product Innovation

• New ventures face a “liability of newness”
– 20% of new ventures die within 1 yeary
– Less than 50% survive more than 5 years

• Product innovations are an important way to reduce 
mortalitymortality

Catch 22 prod ct inno ation needs reso rces b t to• Catch-22: product innovation needs resources; but to 
get resources, new ventures need products



The Fruits of Legitimacy: Why Some New Ventures Gain 
More From Innovation Than Others DoMore From Innovation Than Others Do

Jaideep Prabhu
University of Cambridge

with

Raghunath Rao 
University of Minnesotay

Rajesh Chandy 
U i it f Mi tUniversity of Minnesota

Journal of Marketing (2007)



Types of Legitimacy yp g y

Legitimacy 

E t l I t lExternal Internal

Historical Scientific Market Geographical



Data

• Biotech drug introductions in the US

• Value added to firms’ market capitalisation

• Estimated the impact on value added of 
diff t t f l itidifferent types of legitimacy



Findings

• Collaboration in general confers legitimacy

• Scientific legitimacy is an important source of 
legitimacy for new ventures 

• New ventures with scientific legitimacy (star 
scientists on their boards) gain more from theirscientists on their boards) gain more from their 
new products than those without



India’s Performance on Tech Transfer?

Only 0 8% of GDP on R&D (1 2% in China; upto 3% in• Only 0.8% of GDP on R&D (1.2% in China; upto 3% in 
developed countries) 

• State-run labs account for 80% of total R&D spend (30% in the 
US and China and 12% in Japan)US and China and 12% in Japan)

• State-run labs: an insular culture and a rigid hierarchical• State-run labs: an insular culture and a rigid hierarchical 
structure?

• Indian universities less likely to systematically patent or transfer 
technology through spin-offs: archaic laws prevent academy-gy g p p y
industry partnerships?



ICICI and IIT Chennai

• Low-cost biometric ATM: 
costs about Rs. 50,000costs about Rs. 50,000

• Uses customer's fingerprints: 
user-friendly for rural Indiauser-friendly for rural India

• Developed over 18 months by IIT's Computer Science and• Developed over 18 months by IIT s Computer Science and 
Electrical Engineering Departments in association with Vortex 
India



TCS’ Co - Innovation Network (COIN)TM

•COIN is anchored at 
TCS Innovation Labs

•Leverages shared synergies
of internal & external 
expertise

•Ecosystem perspective 
to innovationto innovation



COINTM – Some Examples
COIN TMAcademic Alliances

University of Wisconsin Milwaukee
COIN TMStrategic Partner Alliances

University of Wisconsin, Milwaukee
University of Massachusetts, Amherst
Georgia Tech, Atlanta
MIT Sloan School, Cambridge, Massachusetts
Stanford University

Intel
CISCO

Pipeline of Discussions –
HPStanford University

IIT Bombay
IIT Kharagpur
IIT Madras
IIT Delhi

HP
SAP
EMC2

IIT Delhi

COIN TM VC Alliances
US

Kleiner Perkins Caufield & Byers (KPCB)

COIN TM Startup Alliances
Airtight Networks- Infrastructure 2.0
Cassatt- Utility Computing
Collabnet- Virtual Collaboration

Kleiner Perkins Caufield & Byers (KPCB)
Sequoia Capital 
Norwest Venture Partners (NVP)
New Enterprise Associates (NEA)

Data Synapse- Grid Computing
Digite- Collaboration Platform
Fortify- Software Code Review
Intersystems- Object Oriented Databasep ( )

UK
Amadeus Capital Partners
Index Ventures

Optra- Bio-Tech Image Processing
iRise- Application Simulation
Jaczone- Requirements Mapping
Kalido- Data warehousing and management

Israel
Gemini Israel Funds
Pitango Venture Capital

India

Metricstream- Enterprises Compliance
Oblicore- Service Delivery Management
Olive- Optical Character Recognition
Polaris Wireless- Location Based Mobility

India
Helion Venture Partners
IDG Ventures India

Device Anywhere- Remote Mobile Application Testing
Kinaxis- Response Management



Forms of University-Industry Collaboration 

• Single company, single university

• Consortium of companies and a university

• Hiring academics as consultants

• Funding employees on PhD or engineering programmes

• Networks or the licensing of technology



Guidelines for Partnering with Universities

B l b t l d t ti• Be clear about your goals and expectations
– Identify how a particular university can help you
– Establish how the knowledge transfer will happen

• Choose appropriate brokers on both sides
– People who are bilingualp g
– Who understand how research outcomes will be 

embedded in your company

• Never assume that “applied research” will leadNever assume that applied research  will lead 
to business use



Competitive Advantage Through Collaboration

• What is innovation? Why does it matter?

• What is open innovation?

• University-Industry collaborationy y

• Cambridge and Business



Cambridge University Nobel Prizesg y

Oxford Stanford Cambridge

Literature 5 2 2
Peace 5 0 2
Economics 9 11 7 

Physics        5 3 29
Chemistry 10 3      19
Medicine 14 0       23



Discoveries and Inventions

• 1687 Newton fundamentals of nuclear physics and gravity• 1687 - Newton – fundamentals of nuclear physics and gravity

• 1812 - Babbage – first calculating machine

• 1897 - Thomson – electron – underpins electronics

• 1932 - Cockroft et al – atom first split

• 1934 - Whittle/von Ohain – jet engine – flights in 1939-1941

• 1949 - Wilkes – first stored programme computer

• 1953 - Watson and Crick – DNA structure

• 1958 Sanger Structure of insulin• 1958 - Sanger – Structure of insulin

• 1960 - Oatley – Scanning electron microscope

• 1984 - Milstein – Pioneered work on monoclonal antibodies
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Centre for India & Global Business

• Based at Judge Business School 

• At the heart of Cambridge University

• Vision: to become a Global Knowledge Platform• Vision: to become a Global Knowledge Platform 
on India and Innovation



Goals

• Generate thought leadership

• Bring together business, academic and policy 
leaders from around the worldleaders from around the world

• Understand, promote and engage with innovators 
on India’s role in the global economy

• Three themesThree themes



India as a Global Innovation Hub



Indian Firms Going Global

Scott Eells for The New York Times



Co-innovation with the Bottom of the Pyramid



Summing Up

• What is innovation? Why does it matter?

• What is open innovation?

• University-Industry collaborationUniversity Industry collaboration

• Cambridge and Business



Take Aways

• Innovation is important to firms and economies

• Open innovation is a radical and powerful way to innovate

• Universities are an important component of open 
innovation networks

• Cambridge University has a rich tradition of working with 
i d h C f I di & Gl b l B iindustry: the Centre for India & Global Business



Google Us

C t f I di & Gl b l B i• Centre for India & Global Business

• www.india.jbs.cam.ac.uk



http://www.india.jbs.cam.ac.uk/


