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THE CHALLENGE OF INNOVATION
A WORLD WITHOUT INNOVATION STANDS STILL
Human history is characterised by the search for more intelligent solutions for
day-to-day problems. Whether it’s the hand axe, wheel or computer – without
constant innovation there would never have been progress, simply stagnation.
Innovation allows humans to accomplish more, gaining personal advantage
more quickly than others with better or new solutions.
The hope of profit is an important incitement. Companies must adjust to the
fact that peoples’ needs are changing and competitors are entering the market
with new ideas. Those who don’t respond with their own innovations and try
to stay ahead of the game are putting their economic existence at risk over the
long term.

NO RESTING ON LAURELS
The example of American photographic corporation Kodak makes clear that
resting on one’s laurels is no guarantee for the future. The company was at the
top of the global market for 131 years before it had to declare itself insolvent
in 2012. The list of Kodak’s innovations is long, including the first camera
for the mass market, the black and white film reel or colour film for hobby
photographers.
One employee even invented the first digital camera in 1975, but rather than
recognising this as an opportunity, the management decided against marketing
the idea. Digital images were initially of poor quality and low margins were
expected. However, most consumers were immediately enthusiastic about the
new technology, which made photography easier.
Other producers overtook the pioneer, who was ultimately driven to
bankruptcy. Instead of recognising the potential of digital photography,
attempts were made to minimise it in order to protect the existing business
model. But a single company is not able to prevent innovations across an entire
market.

INNOVATION IS MORE THAN JUST A BRAINWAVE
The digital transformation is rapidly accelerating the speed of innovation,
and not just in the photographic industry. Digital cameras with memory cards
or compact discs for storing snapshots have long been replaced by powerful
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smartphones and cloud storage. Technological progress and social change
are resulting in new products and services that better serve to satisfy the
needs of consumers and which form the basis for new business models. At the
same time, the possibilities of more intense collaboration have dramatically
improved as a result of modern communication technologies.
However, the example of Kodak also demonstrates that even a stroke of
genius like the invention of the digital camera is not a permanent innovation;
determination is needed to develop from a creative idea products or services
that win over customers. In order to bring products to the market, investors
and companies are needed to take on the business risk.
Only when an innovation has beaten existing solutions on the market and has
found people willing to buy it can it really be called an innovation. And even if
great inventions still involved a large amount of luck, nowadays it is all about
systematic innovation management. Dead ends identified in market tests are
also taken into account here, and alternatives developed in parallel don’t work
either. An important element of a successful innovation culture is “failing
forward”, i.e. learning quickly from failures and moving on with renewed
energy.
Alongside disruptive changes that turn all that stood before on its head
and create completely new kinds of products or services based on digital
technologies, incremental improvements are also justified. Both approaches
complement each other and form an innovation balance, the gradual
improvement focusing on making existing products or services more
competitive by reducing the manufacturing costs or optimising characteristics
and processes.

SYSTEMATICALLY DIRECTING THE INNOVATION PROCESSES
The aim of the innovation process should however also encompass the
creation of new product or service ideas with a high level of business benefit,
using new technologies or replacing the existing business model with a
disruptive approach. Innovation means systematically creating ideas, selecting
the value-creating solutions from among these and then implementing them
as quickly as possible.
This can be learned using a structured process and the right methods. In order
to implement the selected ideas it is absolutely essential that there is market
knowledge and implementation skills in the team already in this phase. It is
important to look at a problem from various sides and to artificially create the
“moment of clarity”, that usually occurs with great inventions. This requires
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a culture in which unconventional approaches are welcome, because new
ideas only grow where the conventional is questioned and where there is
forward and lateral thinking.
The innovation process usually runs in three phases; initially, ideas must be
gathered and exchanged. This is about establishing a learning culture in which
knowledge is shared and perspectives are expanded. In the second phase ideas
that appear worth further developing are taken on. This stage already requires
more structure so that consideration can be given to a possible end product
with a customer benefit.
When an idea has already gained maturity and acceptance, the third stage can
begin. After the innovation has gone through a series of experiments, feedback
loops and evaluations that demonstrate its potential success, it must be
adapted to the company’s product range according to the given standards and
marketed.

Expected return
Level of uncertainty

DISRUPT

EXPAND

IMPROVE
Time

Three horizons of growth
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“INNOVATION AS A SERVICE” FROM SWITZERLAND
According to international rankings, Switzerland is the most innovative country
in the world. For example it has achieved first place seven times consecutively
in the current “Global Innovation Index”. The country is particularly strong
in inventions and in generating and disseminating knowledge. The topic of
sustainability, such as expressed in the concept of the “Circular Economy”
(see infobox), is typical for this Swiss approach.
ERNI focuses on these values with its global platform for “Swiss Software
Engineering”. The Swiss innovation mindset has been deeply rooted in our
company culture since 1994 and shows far-sighted adaptation to the continual
change. This includes generating consensus, pragmatism, integration,
reliability, quality and transparency. In our innovation teams, composed of
members from many countries, other characteristics – such as greater risk
appetite or the culture of “failing forward” (already prevalent for example in
Silicon Valley in the US) – also count.
Gaining competence is a process and not a condition; it is a never-ending
journey on which new trends are discovered every day. So at ERNI we
see ourselves as scouts who are constantly on the lookout for the newest
developments and separating the wheat from the chaff. What has a permanent
impact on our customers’ business and what is just short-term hype? (See
infobox)
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The ERNI model “Innovation as a Service” delivers tailored methods for the
entire process from finding ideas to implementing a solution with measurable
added value, building a bridge from an idea to its monetisation. Our aim is not
to create single-shop innovations that earn money quickly and, ideally, make
customers happy in the process.
We are more about enabling our clients to establish a sustainable innovation
culture in their company. To this end we put the methods and means into
their hands and support the required change process, or the recruiting and
integration of employees with the right skills.
((boxes))

THE TOP 10 TECHNOLOGY TRENDS OF 2018
The market researchers at Gartner have defined the ten most important
strategic technologies for 2018 at the “Gartner Symposium/ITxpo”. They
are expected to make their breakthrough in the coming years and display
their disruptive power.

TREND 1

More and more companies are recognising that artificial intelligence (AI) has
enormous potential for making decisions, for redesigning business models
and generating a novel customer experience, and are therefore developing
their own AI strategies. The topic is above all likely to remain a battlefield for
the technology providers until 2020, while substantial added value for user
companies will be seen from 2025 at the earliest. But even if the AI technologies
develop as quickly as expected, investment must already be made today in
data preparation, integration, algorithms, and selection of training methods
and in modelling.

TREND 2

While AI is coming to every IT application, app or service, augmented analytics
is also becoming a strategically relevant growth field. This approach uses
machine learning to automate the preparation of data, to make findings
and share insights. These intelligent apps may be a new intermediary layer
between humans and systems and have the potential to significantly change
how we work and our customer relationships.

Artificial
intelligence as
foundation.

Intelligent apps
and analytics.
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TREND 3

Physical objects are also becoming increasingly more intelligent with the
help of AI. This also includes for example the interaction with other devices
or people in the environment. Gartner gives the example of self-driving cars,
drones, smart cameras or agricultural robots. All these devices are integrated
with each other autonomously or partially autonomously. This also leads to a
development from independent intelligent things to whole swarms of them.

TREND 4

The virtual illustration of a physical object or system not only allows reality
to be better planned in advance, new findings can also be obtained and
possible changes simulated by operating a digital twin, and real equipment or
machinery, in parallel. Through dynamic networking with the real world, AI can
be used to optimise town planning, marketing and healthcare, in addition to
industrial applications.

TREND 5

Now that cloud computing has long been established, edge computing – onsite computer performance – is coming more into focus, or rather the intelligent
combination of both approaches. This is because the sheer inexhaustible
number of intelligent things generates a flood of data that leads to bandwidth
and latency problems in communication. A sharing of labour between
intelligent devices on site and local and global cloud infrastructures, along with
pre-processing at the data source, aims to reduce data traffic in future.

TREND 6

New interfaces are changing the way humans and machines interact. Speech
recognition systems such as Amazon’s Alexa or Apple’s Siri are only the
beginning of this paradigm change. These platforms will develop further in
2018, becoming capable of completing ever more complex tasks. Whichever
provider best offers the user a smooth experience, and integrates third-party
systems in such a way that as much as possible can be controlled via the
interface, will dominate the market.

TREND 7

Virtual reality, augmented reality and mixed reality change the way humans
interact with the digital world. Gartner believes the trend in the near future will
primarily be in the area of mixed and augmented reality, using head-mounted
displays, i.e. goggle systems, but also via tablets and smartphones. Since all
major IT players have now brought cost efficient software developer platforms
to the market, the struggle for dominance is likely to accelerate in 2018.

Intelligent things.

Digital twin.

Cloud to the Edge.

Conversation
platforms.

Immersive
experience.
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TREND 8

The concept of blockchain, now mainstream as the fundamental technology
behind cryptocurrencies, allows trustworthy cooperation between
autonomous machines and databases. Independently of payment systems,
blockchains are also catching on for applications in logistics, health, identity
verification and documentation of supply chains. However, because the various
systems are still immature and largely unregulated, Gartner expects that above
all understanding of the technological principles will grow in 2018 and the
number of innovative ideas for their use will increase.

TREND 9

With technologies such as IoT, AI, cloud computing, blockchain or in-memory
data management, important events can be more rapidly and more precisely
analysed for business and responded to more quickly. An event may be a
simple click, conclusion of a contract or a machine status. Business moments,
each triggering specific actions, are generated from the events. According to
forecasts, 80 per cent of these actions will be running in real time by 2020.

TREND 10

The new technology developments open a wide range of opportunities, but
also involve risks. So Gartner expects that in future a trust evaluation must
also take place in real time. He believes traditional IT security measures are
not suitable for managing the growing momentum. Instead, there must be a
Continuous Adaptive Risk and Trust Assessment (CARTA). This would allow
risk analysis and a reaction to risks in real time. However, the divides between
security and application teams in companies would have to disappear.

Blockchain.

Results-oriented
business.

Continuous
risk evaluation.
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CIRCULAR ECONOMY: THINKING IN CYCLES
Conventional understanding of the economy is based on a linear model; natural
resources are extracted and processed into products. The consumer buys these
and uses them. When they are worn out or are no longer needed the consumer
disposes of the products. This model fails to recognise the high economic,
environmental and social costs associated with the extraction, processing and
disposal of raw materials and is therefore seen as unsustainable in the long
term. The alternative to this is a “circular economy”, which maintains the
value of products, materials and resources as long as possible and contributes
to more reduction or avoidance of waste through recycling, reuse, repair,
reprocessing and sharing. By focusing on “closing the loops” – i.e. total
reutilisation of consumer waste – the circular economy offers a response to the
finite nature of natural raw materials.
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The transition to this form of economy impacts numerous areas from mobility,
agriculture, land use and waste treatment to long-term economic development.
A circular economy cannot be implemented by individual institutions or
companies, but requires an overarching cooperation and communication
process, as well as a holistic approach in designing value-added chains.
Thinking in terms of life cycles must already be part of the innovation process
and product design. An economic transition to the “circular economy”
model using new technologies could mean economic advantages for Europe
worth around €1.8 billion by 2030. This was the conclusion made by the study
“Growth Within: A circular economy vision for a competitive Europe” by
McKinsey & Company and the Ellen MacArthur Foundation.

THE INNOVATION SERVICE FROM ERNI
FITNESS CHECK

WORKSHOPS

INNOVATION
PROCESS

Our innovation fitness
check helps you to
determine your company’s
innovation capability. You
can find out quickly and
easily how and where
processes can be improved.

Using the results of the
fitness check
we create individual
workshops designed
to deliver rapid and
comprehensible decision
bases, for example in the
form of prototypes.

Innovation requires
interdisciplinary work.
ERNI gives you the tools to
establish a successful and
sustainable innovation
process. We cover your
back, by collaborating with
experienced innovation
consultants with high levels
of expertise.

Innovation concerns
not only products and
processes. Innovation
takes root best in an open
and transparent corporate
culture. We indicate ways to
successfully transform to an
innovation culture and how
to establish the associated
mindset.

Prototyping makes an
idea comprehensible –
integrated into a workshop
series or as an individual
measure. We help you
to make things easy and
deliver rapid results. With
our experienced specialists
we test and validate your
ideas on the market and
with real customers.

Are you already innovative,
but stuck in the process?
ERNI can help your
innovation team to overcome
hurdles in identifying new
directions or inspiring you to
new ideas. If you like you can
also benefit from our own
creativity factory - the Think
Tank.

INNOVATION
CULTURE

PROTOTYPING

COACHING
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FIVE STEPS TO HELP YOU BECOME MORE INNOVATIVE
# THINK DIFFERENT
Being innovative means acting differently to the competition. It means bringing
new products, services or business models to the market. To get to new ideas,
you first need to let go of existing patterns and structures and let fresh air in. The
motto is: think different! Are you considering how you can facilitate innovations?
Are you approaching it with “Why not?” instead of “No, that won’t work”?
In order to simplify this process for you we suggest a series of activities:
Be inspired by the future: What marks your company out in 30 years’
time? What products are you offering? What does your office look
like? We would like to encourage you to look beyond your horizons.
Be creative – you should allow yourself to imagine a fantasy world.

ACTIVITIES

Find out what moves your market and the economy. What
innovations and trends are there? How do competitors behave? What
can you do better? What ideas can you further develop?
Try something completely new: Have you ever tried to recreate your
business model with Lego bricks? Or have you ever sat on a sofa for a
meeting instead of a table? No? Then now you have the opportunity
to try it out. New experiences expand our horizons and encourage
our creativity. Be bold, try it out!

# HAVE A VISION
Innovation doesn’t happen overnight. It takes time for new ideas to take root.
And it may take many years to introduce a new culture that makes innovation
one of its central components. A vision can give you support and direction to
keep you from stumbling on the path.
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To develop your vision, we advise taking these steps:
Imagine your company in a larger context. How will you be
interacting with your environment in 10 years’ time? In what market
position do you see yourself? What is your relationship with your
customers and staff? What products and services are you selling?
What does your company contribute to society? What is your added
value in the future?

ACTIVITIES

Visualise what you have just been thinking about. Make a sketch and
hang it in a visible place. Work with simple shapes and titles. The
sketch serves as a basis for the next activity.
Discuss your vision with your staff. Explain your thinking and ask for
feedback. Their participation in this process will make your staff feel
included and taken seriously. They will identify themselves more
with the company and its vision. But be careful: Do not allow negative
voices to unnerve you. It is always more difficult to try something
new than to stay with the old.
# CUSTOMER CENTRICITY
Concentrate on the needs of your customers and the challenges in the market.
Innovations will only prevail if they create added value for your customers. Put
yourself in their shoes and find out what your customers really want and what
they would spend their money on.
Innovations can be very successful if they address a need for which there is
a market. In order to avoid costs and lost time, we would encourage you to
immerse yourself entirely in your customers’ perspective. Because who would
know better whether your idea really meets a need? Just ask!

ACTIVITIES

The following steps enable you to channel ideas in the right direction:
Create personas, i.e. user models, for your most important customer
groups. Who are your customers and what characteristics, values and
problems do they have? Why do they buy your products or services?
Put yourself in the position of your target group, imagining their
desires and needs, in order to really understand them.
What process does the customer have to go through before buying
your product? What do they do with it as soon as they have bought it?
Write a list of all the steps in chronological order from the appearance
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of the need to disposal or resale. Which of the steps are easy for
the customer, and which less so? Which are you able to simplify?
Make assumptions and check them in interviews with the customers
or using a prototype. The findings obtained will help you to really
understand the need and to improve your innovation ideas.

# ADAPT AND TEST QUICKLY
As soon as you have an idea, you can test and further develop it with customers.
Through continuous practical review you can ensure that you are not developing
an unprofitable product. The findings that you gain in this way give you a decisive
advantage on the market.
So that you communicate your idea understandably and can benefit most
from feedback, we suggest the following:

Draw or construct a first prototype in order to make your idea
more comprehensible. This may consist of either a drawing or
a PowerPoint presentation. But models made of Lego bricks or
polystyrene are also possible, because this is not about a completed
version, but a basis for discussion; only the most important attributes
are needed.

ACTIVITIES

Test the prototype in discussion with real customers. Do they
understand your idea? Is anything missing or is anything seen
as superfluous? What is the general reaction? Are you seeing
enthusiasm, rejection or ambivalence? Ask where the customer sees
the added value in the idea and whether they would be prepared to
pay for it? The answers will show you clearly whether you are on the
right track. If the customer is not enthusiastic, you know that you
need to improve your idea.
Adapt your idea and the prototype according to the feedback.
Develop a number of variants and then test them again. Repeat
this process until you have a prototype that your customers are
enthusiastic about. And even if it turns out that the idea does not
have enough added value and would not last on the market, this
finding is a win for you, because it means you will avoid a failed
investment.
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# ENABLE YOUR EMPLOYEES
Innovation is not the task of an individual team or department. Innovation
must run through the entire organisation. Every individual is involved. For this
to happen an open and transparent corporate culture is necessary. Allow your
staff to be part of the transformation and to bring and implement their own
ideas, and this will be of benefit to you.
Here are a few suggestions how you can motivate your employees to
become part of your company’s innovation movement:
Your employees and colleagues know what processes work even
better and how products could be improved. Encourage them to
take the initiative and to make suggestions for improvement and
contribute new ideas. The ideas could be published internally and
awarded a prize each year as an incentive.

ACTIVITIES

Good ideas should also be implemented. How can employees
develop and realise ideas themselves? Develop processes in which
your team becomes an active part of the transformation.
To generate successful innovations, one thing is very important:
Allow mistakes! Your employees should have the opportunity to try
out new things without fear of the consequences if they fail. New
knowledge is gained even from failures.
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