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Understanding the Challenge
Introduction

An Innovation is an
Invention that becomes Implemented and taken to the Market

NOVELTY EXECUTION PRODUCT

Key Decision Making Points

Creativity Know-How Marketing

The challenge is to cultivate and leverage innovation capabilities
that allow to continuously deliver innovations
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Understanding the Challenge
Context

PLAYERS

DRIVING
FACTORS

MODELS

EXPECT-
ATIONS

•Network Operators
•Service Providers
•Media Companies

•IT-Telecom Convergence
•Fixed-Mobile Convergence
•Revenue Model Diversity

•Standardization
•Technology Push
•Operator-Vendor responsibility split
•Global and Local approaches

•Leadership in a changing environment
•Contribution to Social & Individual development

•Device Manufacturers
•Network Vendors
•Application Developers
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Managing Innovation
Technology and Business Model

A new cool Technology does not have a value per se;
a suitable Business Model must be found and applied

Business Model:
Value proposition
Market Segment
Position in the Value 
Chain
Cost Structure and 
Target Margins
Value network
Competitive strategy

Technical
Inputs

•Feasibility
•Performance

•Other

Economic
Inputs

•Value
•Price
•Profit
•Other

Measured in Technical Domain Measured in Social Domain

Source: Dr.Henry Chesbrough – Open Innovation 2002 
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Managing Innovation
Innovation Strategy

Incremental
Innovation

Technology-
based

Semi-Radical
Innovation

Business Model -
based

Semi-Radical
Innovation

Radical
Innovation

Business Model
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Innovation Matrix
Setting an Innovation Strategy 
requires defining the sought 

balances and levers between:

Balances & Levers

Incremental
Innovation

Creativity

Internal
Innovation

Radical
Innovation

Value
Capture

External
Innovation
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Innovation Teams

Innovation Process & System

Managing Innovation
Innovation System

Innovation Strategy

Realization
& Validation

Communication & Deal-Making

Ideation
& Selection

Surveillance
& Analysis

Innovation Culture

Internal
Innovation

Market-Place

Cross-
Functional

Teams

Extended Teams
with Partners

and Customers
+ +

New
Products,
Solutions

and 
Services

Changes in:
•Technology
•Market
•Industry
•Economy
•Society
•…

The involvement of internal and external Sponsors, Partners, potential Customers and
End-users and other Stakeholders in the decision making process is a Key Success Factor
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Entering a New Innovation Landscape
The Open Innovation Model

Picture from: Dr.Henry Chesbrough’s – Researching a New Paradigm 2007 

License in

Spin in
Acquire

License out

Spin out
Divest

Innovations

Make the best use of internal and external ideas
Cooperate with customers as active co-innovators
Building a better business model is more important than getting to market first

Existing
and
New

Markets

New
Ideas
and

Technologies
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In an Innovation Ecosystem all contributing parties can:
Validate their Strategy in advance
Create higher value for their customers and customers’ customers
Secure the right timing for launching new solutions
Focus their efforts on higher probability innovations

Entering a New Innovation Landscape
The new logic of Innovation Ecosystems

Innovation ecosystems allow companies to create value that
no one firm could have created alone

Source: Dr.Henry Chesbrough – Open Innovation 2002 

Innovation Ecosystems enable 
collaborative arrangements through 
which firms combine their individual 

offers into a coherent, customer-
facing solution

Interdependencies
Networked Customers
Cooperation & Integration
Risk
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Entering a New Innovation Landscape
An example

Business Model
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The combination of:
• Innovation A (a business-model 
dominant semi-radical innovation 

sought by Player 1), with
•Innovation B (a technology-

dominant semi-radical innovation 
sought by Player2),

results in an (Ersatz) radical 
innovation with much higher

probabiliy of success, highest
impact and higher value capture 

for both innovating firms

Innovation A

Innovation B

Innovation A+B



© Ericsson AB 2008 Meeting the Innovation Challenge 2008-0513 (15)

Outline

Understanding the Challenge

Managing Innovation

Entering a new Innovation Landscape

Conclusions



© Ericsson AB 2008 Meeting the Innovation Challenge 2008-0514 (15)

Conclusions

Innovation is the only way for leading into the future in a changing 
environment and creating new value for the society and the individuals

Innovation Culture, Strategy Processes and Teams are all pre-
requisites for succeding in continuously delivering innovations to the 
market

The Telecom industry is activating the Innovation Ecosystems required 
for facing the Innovation Challenge as a whole 

More than ever before the DNA of Engineers in our industry spins
around the axis of the Innovation Challenge



© Ericsson AB 2008 Meeting the Innovation Challenge 2008-0515 (15)


