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Apple Inc.

Original Apple Il g

Since 1976 Computers 'F?Od - _

Since November 2001 over 100 million units sold
operating systems Sales Qu I, 2007: $ 3.4 billion
software iTunes Store

over 2.5 billion songs, 50 million TV shows ,
1.3 million movies sold

Worl dés | argest catal og:
Sales Qu I, 2007: $ 634 Mill.
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NnEvery week a new worl do

Since 1949 in the coffee business Besides coffee, Tchibo nowadays sells

1958 first time No. 1 in German clothing, technology, travel, financial
mar ket with fGol d Mac c Segvicesand mobile phone services
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Juraxx: discount lawyers
Abeing differento

A Founded in 2003

A Brass plate and closed doors A Nationwide 30 shops and more than 100
A Necessary to make an appointment attorneys, esp. in the city centres

A PriCing not transparent A No appointment needed

A Often highly specialised A Online advice

A Pricing list displayed in shop window
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Options for growth

Organic Growth through
Mergers &
growth y Acquisitions

I -

Growth within the Strateg_ IC

boundaries of the Innovation

proven business _
concept (new business

concept)

Increased market

Same or increased share in mature
market share in markets
growing markets (product or process
innovation)
o i
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Research on longterm corporate success shows:
Survival becomes more and more difficult

Continuance in S&P 500 in years?)
90

AMore than half
S&P-500 companies will
disappear by 2020

A The speed of change will
further increase

Turbulent development of
markets, technologies and
other environments will

generate growth
opportunities but also
threaten established
businesses

1935 1955 1975 1995 2005

Source: Salomo et al.: Autonomie 2003,

May 18t, 2007
Foster/Kaplan: Schopfen und Zerstéren, 2002
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Why is strategic innovation important?
Fast, non-linear changeisthec har acteri sti c of

New, digital technologies transform the service sector

Nanotechnologies and genetic engineering revolutionize
pharmaceuticals and semiconductor industry

Media, telecommunications and IT converge

Globalisation of trade networks and infrastructures transform
ARemer gi ng e c hdimamd Gmaintd ecdo@nic
powerhouses

A Empowerment of the consumer

o o Io D>

# What about the plastics industry?
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.Innovation IS a top-priority T again

2006 no
top-10 priority
priority 7%

21%

top-3
priority
32%

top
priority
40%

Source: 2006 Business Week / BCG 2006 Senior Executive Innovation Survey
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2005 no
top 10 priority
priority 7%

27%

top
priority
19%

top 3
priority
47%
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Forms of innovation

Product innovation Market innovation

> \ / . )

C New products and C New target groups:
services, line new Market segments,
extensions new regions

\ - . -

Process innovation — Technological innovation

¢ Redesign of business C New technologies in service
processes delivery
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Forms of innovation

Market innovation

Product innovation
C New target groups:

C  New products and

services, line new Market
extensions segments, new
regions
Process innovation Technological innovation
C  Redesign of C  New technologies in
business service delivery
processes

Strategic Innovation

= new, untested business concepts
A Radical new conceptualization of business models

A Exploration, experimental strategies
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The three dimensions of a business
What Business are we in? The definition of

the business is an
organization's biggest

What need? mental model

Which problem is solved?
Function for the client

a

Strategic Innovation means testing
unproven, and significantly
different answers to at least one
of the three fundamental
qguestions of strategy:

AWho is your customer?
Who~» How? AWhat is the value you offer to the

For whom is it solved? How is it solved? customer?

Markets, target groups  Value architecture,

Se et AHow do you deliver that value?

Similar: Govnindarajan/Trimble 2005, Markides 1997 EPDA Keynote Strategic Innovation May 18, 2007
michael.moeller@neuwaldegg.at Page 11



The Nespresso Case (1)

A Coffee system developed by Swiss food
giant Nestlé

A Coffee portioned in aluminum capsules
prepared in specialized coffee machines

A Simplified handling, short preparation
time

Strategic Innovation i Part 1 19707 86

A 1970 invention by Nestlé R&D
A 1976 patented

A 1986 Market launch in French-speaking part of Switzerland and Italy as a
complete system/solution, consisting of capsules and coffee machines for
offices

Nespresso flopped !
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