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Objectives of the survey

A central axis of our research project was the empirical contrast between the Model defined to support the companies in
their innovation progress. To that end, in May 2006, a questionnaire on strategic innovation was designed and administered
to more than 1000 Spanish companies in order to empirically study how Spanish companies innovate and what the
main difficulties they face are, trying to corroborate the starting hypotheses formulated by the team at B+| Strategy.
The questionnaire included 12 areas of analysis on:

« The importance of innovation at each company.

« The efforts made and the results obtained in exchange.

+ The degree of strength or weakness in a series of capacities for innovation.

« The main barriers, and the reference companies in innovation.
Finally, 229 replies were obtained from companies with different characteristics, origins and sectors of activity, which
were sent an individual report comparing their replies with those of other companies in their sector of activity and all the
companies in the sample. Processing the survey allowed us to ascertain how important innovation is to Spanish companies,
what types of innovation they have carried out most frequently, what resources they dedicate to innovation and what

resources they consider they should assign, what their main strengths and weaknesses are when innovating, what partners
they work with to innovate and what are the main barriers they face to innovate, among other aspects.

The following pages show the results obtained, taking the questionnaires received as the basis for statistical exploitation.

Profile of the companies that answered the questionnaire

Number of companies by sector Turnover Seniority

0-3 years; 1%

3-8 years; 6%
(8-1 5 years; 8%

Metallurgy and metal
product manufacturing

32 >500 mill. €; 8%

19 100-500 mill. €; 10%‘
50-100 mill. €; 9%

19

0-20 mill. €;
51%

Corporate services

Machinery and mechanical
equipment construction industry
>15 years;

20-50 mill. €; 22% 84%

Chemical industry

Food, beverages and tobacco

No. of employees
industry

>500 employees;

Electrical, electronic and optic 20% 0-49 employees:
materials and equipment industry 26% '
Textile and tailoring industry 250-499
employees; 9%
Other Sectors 89
100-249 50-99 employees;
employees; 20% 26%

*  Note: When analysing the report, one must consider the bias that might arise from the special willingness the more innovative
companies have to participate in this process, to the detriment of the least innovative ones.
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Structure of the survey of Spanish companies

« The survey administered to Spanish companies is structured in five sections:

Section Importance of innovation in the company
+ How innovative do you consider your company? And compared with your competitors?
+ What are your strategic priorities?
+ How would you evaluate the importance of the following types of innovation in your company?
+ How do you organise your company for innovation?

Section What efforts does your company make in innovation and what results do
you obtain

+ What resources does your company assign to innovation? How many do you think it should
assign?

+ What results does your company obtain from its efforts in innovation? What ones should it
obtain?

+ What types of innovations have you performed in the last 5 years?

Section What is your innovation capacity like
* How strong is your company in the following innovation skills?
+ Who does your company relate with when innovating?
+ How does your company measure its results with innovation?

Section Barriers to innovation at your company

1 + What are the main barriers or obstacles your company finds when innovating?

Section Companies that stand out due to their innovative nature

5 + What companies do you admire for their innovative nature?

Note: The survey form sent to the companies is included in the addenda section.
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Structure of the questionnaire and main results

Main conclusions of the survey on Innovation administered to Spanish companies

In general, the companies
surveyed consider
themselves innovative ...

... and consider innovation to
be one of the priorities for the
future ...

... but they do not show a
sole pattern or means of
organisation when innovating.

The majority of companies
considers they should
increase the volume of
resources spenton ....

... and that they should
increase the weight of radical
innovations, to the detriment
of incremental ones.

The most innovative
companies feel stronger in a
series of critical skills for
innovation ...

... although they all face quite
similar barriers, such as day
to day pressure or pressure
over short term results

Three out of every four companies that answered the questionnaire considered themselves
innovative, and half of them considered themselves more innovative than their competitors.

If we analyse the strategic priorities, the companies surveyed consider that “increasing the
profitability of the company” and “reducing costs” are their main, fundamental, traditional
concerns. However, “increasing innovation capacity” is beginning to take first place in
strategic priority for companies.

Companies that develop many different ways of organising themselves when innovating.
Thus, at the majority of companies innovation takes place “Inward-out”, that is, the ideas
are sought inside the company and there are mechanisms that concentrate on “exporting”
or leveraging capacities and technologies. On the other hand, at a third of the companies,
innovation takes place “Outward-in”, (the ideas are mainly sought outside). Moreover,
although the majority of companies have a fairly structured organisation, in a third, the
organisational structure is more informal, the innovation teams are decentralised and the
external links are more numerous and informal.

Where there is widespread agreement is concerning the need to increase the resources
assigned to innovation, and the will to obtain greater results from innovation, in spite of the
fact that 71% of companies is satisfied with the returns they now obtain.

When appraising the importance of the different types of innovation (product, market, etc.)
at companies, innovations on present markets are considered highly important by more
than half the companies, while one out of every four does not consider new customer
acquisition relevant. Moreover, over the last five years, the most frequent innovations by
companies have been assigned to creating new products, technologies, processes or other
solutions for customers. One must also emphasise that the majority of the innovations were
incremental, and only an average of 11% were radical.

With regard to innovation capacity, the companies feel stronger when defining a clear,
differential innovation strategy, in their culture and development of innovation, and in
attending to innovation opportunities. On the contrary, companies showed greater
weaknesses in providing resources to innovate (including personnel, customers, etc.), in
positive or negative solution of innovative projects and in management methodology for
innovation (times, spaces, indicators, etc.). In general, in practically all the innovation skills
recorded in the survey, the most innovative companies are significantly stronger than the
least innovative ones.

In this sense, with regard to the relations established when innovating, companies,
regardless of their degree of innovation, relate above all to “customers” and “providers” as
main external partners when innovating. On the other hand, “customer satisfaction” is the
most frequently used indicator to measure the results of innovation (62.7%), while “higher
prices” (8,6%), the “success ratio of new products” and the ROI (24%) are the least used.

Lastly, the main barriers faced by companies when innovating are “day to day pressure”,

“pressure over short term results”, “lack of internal resources dedicated to innovation” and
“high costs of innovation”.
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Section

g |mportance of innovation in the company

1. How innovative do you consider your company? And compared with your competitors?

» Three out of every four companies consider themselves innovative.

» Half the companies consider themselves more innovative than their competitors.

Less innovative than

Highly innovative Scarcely innovative or not at all competitors
16% 23% 1%

Less innovative than

competitors
50% . .
- . Just as innovative as
Fairly innovative competitors
61% 39%

Highly innovative
Electric, electronic and optic equipment

material industry 65% | Fairly innovative

MW Scarcely innovative or not at all

Food, beverages and tobacco industry 59%

Chemical industry

Metallurgy and metal products 3%

. 56% » The proportion of companies that consider
manufacturing m themselves “highly innovative” is larger in

- the “Corporate services” sector.
32%

Corporate services 539 . :Fhe least innovative sectors are
16% Metallurgy and metal products
’ manufacturing” and “Chemical industry”.
13%

Textile and tailoring industry

Machinery and mechanical equipment
manufacturing industry

Rest of sectors 66%

* The percentages do not add up to 100% due to rounding up °
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e your strategic priorities?

»  “To increase the profitability of the company” and “Reduce costs” are the main strategic priorities of the
companies surveyed.

* More than half the companies consider it highly important to “Increase innovation capacity”.

% of companies that consider the following strategic priorities highly important*

72.5%

66.2%
56.6%
7
53.7% 52.7% 50.2%
|||| |||| |||| |||| ]
New

Increasing Reducing costs New Focus on Increasing New business
profitability products core skills innovation geographic areas
capacity markets

* The percentages do not add up to 100, as the questionnaire does not allow choice of multiple attributes

3. How would you appraise the importance of the following types of innovation?

New
Present Markets
100% — Markets
Highly
. . important . .

+ Innovations in present markets are 750, | p38°/ Highly Highly Highly
considered highly important by more than : important important important
the companies. 61% 62% 59%

» One of every for companies does not 50% Quite
consider it important to acquire new important

mer: ) :
customers 37% Quite Quite
25% A important important
319 33%
0% T
New New Improvements Cost
products products to boost reduction
for new for present present
customers customers products
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4. How do you organise your company for innovation?

» Companies develop many different ways of organisation when innovating:

« At most companies, innovation is performed “Inward-out”, that is, the ideas are sought within the
company and there are mechanisms that concentrate on “exporting” or leveraging capacities and
technologies. On the other hand, at a third of the companies, innovation takes place “Outward-in” and
the ideas are mainly sought outside.

» On the other hand, although the majority of the companies have a fairly structured organisation, at a
third of the companies, the organisational structure is more informal, the innovation teams are
decentralised and the external links are more numerous and informal.

INNOVATION OUTWARD-IN INNOVATION INWARD-OUT

Ideas for innovation are sought
inside the company

The ideas for innovation are
sought outside the company

There are mechanisms that
concentrate on “exporting” or
“leveraging” skills and technologies

There are mechanisms that
concentrate on “‘importing”
innovation

The innovation flows tend to be
lateral and bottom-up

The innovation flows are top-
down and outward-in

SCARCELY STRUCTURED

ORGANISATION STRUCTURED ORGANISATION

The organisational structure is

fairly informal and relaxed The organisational structure is

very strong or formal

The innovation teams are
decentralised and integrated in
the business units

The innovation team is
centralised at corporate level

The external links are formal
and small in number

The external links are
numerous and informal in
general
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Section

What efforts does your company make in innovation and
m what results do you obtain

5. What resources does your company assign to innovation? How many do you think it should assign?

In general, the executives consider they should increase resources assigned to innovation, going from an
average of 6% to 9% of people working full time on innovation, and going from an average of 5% to 7% R&D

expenditure to sales.

The most innovative companies assign many more resources to innovation than the scarcely innovative ones

% resources dedicated to innovation out of the total
company resources

30% ==REAL AVERAGE
— BESIRED AVERAGE
20% 1 18%
7~ N
L d ~
L / \
10% 9%~ x N
o /(N 7%
5%
0% T
% People % People % R&D
Assigned  Who participate Expenditure/sales
Full time In Innovation
Processes

% resources dedicated to innovation out of the total
company resources (at present )

30% === Highly innovative
Fairly innovative
Scarcely or not innovative
20%+ 17%
- /\1 9
10%- x2
X6 x4
5% 7% 4%
2% 3%
0% - : ,
% People % People % R&D expenditure
Assigned  Who participate / sales
Full time In innovation
Processes

6. What results does your company obtain from its efforts in innovation? What ones should it obtain?

Parallel to this, the companies wish to increase the results obtained from innovation, both in sales as well as
in profits, and again, the results obtained by the most innovative companies are considerably superior.

% results obtained from innovation

40% 35% ==REAL AVERAGE
- 32% =— BESIRED AVERAGE
——
30% 4% »
o
200N
20% .
10%+
M 8%
S 2%
0% . . :
% Sales due to % Profit % Failures in
innovations Generated by The last 5
Launched inthe  innovations years
Last 5 years In the last 5

years

% results obtained by degree of innovation

40% - === Highly innovative
34% 34% Fairly mnovatlve. .
Scarcely or not innovative
30%
25% 4 x2 x3
20%+
15% 12%
10%4
N 8%
0%
% sales due to % profit % failures in
innovations Generated by The last 5
Launched inthe innovations years
Last 5 years In the last 5

years 0



4. Results of the survey of Spanish companies
strategy Section 2. Efforts made on innovation and results obtained

6. Are you satisfied with the financial return on your investments in innovation?

71% of the companies surveyed is entirely satisfied with the financial return on your investments in
innovation. That satisfaction increases in sectors such as “Textile industry” (80%) or “Corporate Services”

(79%)
No
29%
Yes
71%
Are you satisfied with the financial returns from investments in innovation?
=l 71% GENERAL AVERAGE
79% Corporate services
69% Food, beverages and tobacco industry
80% Textile and tailoring industry
75% Chemical Industry
68% Metallurgy and metal product manufacturing
50% Construction Industry
77% Electric, electronic and optic equipment material industry

72% Rest of sectors
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e you performed in the last 5 years?

The most frequent innovations performed by companies are those intended to create new products, technologies,
processes and other solutions for customers, while the least frequent are those assigned to change the channels,
create new models to obtain revenue or change position in the value chain. The majority of the innovations are
incremental or substantial. The most frequent breakthrough innovations in the last 5 years are those intended to
create new products or services (18% of the companies) or to take on new geographic markets (17%).

No innovation Incremental Substantial Radical
innovations innovations innovations

Create new products or services
R&D: Create new technologies, materials, products or processes 8% 38% 12%
Develop solutions for customers 7% 37% 9%
Innovate in operating processes 8% Qs%) 38% 12%
Take on new geographic markets 14% 32% 37%
Find new customer segments or unsatisfied needs 16% 34% 8%

(‘hnngn how you liaise with external partners

Change logistics 29% 24% 2%
Change channels 23% 24% 6%

O, 0, 0O, O,
Create new revenue obtention-models 36% @ 18% 5%
. ) L 31% 33% 28% 8%
Chanae position-or field of narticination-in-the value chain
hange position-or field-of participation-in-the value chain
Change the way the customers interact with the company 32% 19% 5%

22% 20% 4%

% of companies that have performed SOME innovation of the following kinds

create new Products / Service i NN 952~
Develop solutions for customers e 932% 5
R&D: new technologies, materials, products or _ 93%
processes
Innovate in operating processes [ NNENEGEGG 92%
Take on new geographic markets I 562 i
Find new customer segments or unsatisfied needs I 3 _4
Change way in which the customers interact with D - ;
the company
: Change logistics | N 77
Change how you liaise with external partners | NN NN 71
Create new revenue obtention models R 69
Change the position or field of value chain _ 68% i
Change channels |G 647 @
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On average, more than 50% of the innovations by the companies in the last five years have been “incremental”.
However, what most executives want is to reduce the weight of “incremental” innovations in favour of “substantial”
and, above all “radical innovations.

Degree of novelty in innovations introduced
in the last 5 years HIGHLY SCARCELY OR NO
INNOVATIVE INNOVATIVE

Real i Desired| Real :Desired | Real : Desired

; Incremental
BUBSIENE Innovations | 33% | 29% | 53% | 41% | 66% @ 41%
36% Substantial
40%
Substantial
Innovations 47% | 45% @ 36% | 39% | 29% | 39%
Incremental
539, Incremental Radical
40% Innovations 20% 26% 1% 20% 5% 20%
% Real Innovation in % Desired Innovation in TOTAL 100% . 100% | 100% : 100% | 100% : 100%

the last 5 years the last 5 years

64% of the innovations by companies aim to obtain leadership in their products and closer relations with their
customers

Distribution according to the type of value the innovations are
intended to create in the company

New business
model
1%

Product leadership
34%

Operating excellence
25%

Closer relations with
customers
30%
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8.1 Innovative view of the company

Vision de la empresa
innovadora

Fuerte

B e 4
o Definir estrategia clara O
(

~ Definir una estrategia diferencial O
< -

Alinear la innovacién con la

estrategia * More than half the companies surveyed
) [ ‘y"f;:n‘tg"”“'m'e”“’ considers itself to be strong or very strong
Comunicar la estrategia @) in defining a clear, distinct strategy from
Hac that of its competitors.
Medio Eaqy

\ « Highly innovative companies value
themselves better in all aspects related to
vision.

« DEBILIDADES en:

* Less innovative companies consider
« Proveer recursos |

themselves weaker when trying to define
a differential strategy and communicate
the strategy so everybody knows what
their work involves.

* Resolucion positiy

Débil

How strong is your company in the following innovation skills?

) % companies o Average *
ALEELS strong Average

1.Define a clee?r strategy with objec.tlves. of 9% 53% 357 409 358 304
products/services/ markets, key skills, investments
2.Define a distinct strat d with titors, ambitious,

(-elnea is |n.c s.ra egy compared with competitors, ambitious 1% 509% 3.50 3.91 359 3.05
flexible and motivating
3. H_avmg all the knowledge and talent of the organisation to 16% 49% 338 385 332 305
Define the strategy
4.C icating the strat: body k hat it k is about

omunicating the strategy so everybody knows what its work is abou 17% 39% 3.06 3.67 330 293
5.Align the innovation efforts and projects with the company strategy 1% 47% 3.45 397 351 302

* Scale from 1 to 5 where 1 is very weak and 5 very strong
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8.2 Managing the portfolio of ideas/projects /business

Gestion de la cartera de
ideas/proyectos/negocios
+ FORTALEZA en definir una
Fuerte estrategia clara y diferencial er
innovacion
N \
_ /7
- = Seleccionar las buenas ideas . . .
a desarrollar [0) * In relation to managing the portfolio of
Generar nuevas ideasy @) ideas/projects/business, the areas in
recogerias . .
which companies appear strongest are:
generation of new ideas and selection of
dcer cumplir las fases del proyecto the best ones fOI’ Subsequent
Medio vilibrar riesgos, tiempos ¥ r&tornos 1
,l= = Cancelar proyectos a tiempo deVelOpment.
Proveer suficientes recursos X
i~ e » On the contrary, the more operational part
----------- of portfolio management is that with the
greatest opportunities of improvement:
lack of resources dedicated to new
s para innovar (incluyendo personz projects, management of terms, returns
tiva o negativa de proyectos innovi and risks and cancellation of projects are
the main assignments pending for
companies
Débil
How strong is your company in the following innovation skills?
) % companies o Average *
MANAGING PORTFOLIO OF IDEAS/PROJECTS/BUSINESSES
weak strona average
6.Generate new ideas and gather them 15% 48% 3.38 3.85 3.47 2.91
7.Selecting good ideas that must be developed according to strategic criteria 11% 47% 3.40 373 3.47 3.04
8. Balancing the risks, times and return throughout the new projects portfolio 209, 30% 313 3.41 318 284
9.Providing sufficient resources (people and money) for innovation projects 30% 30% 3.00 3.41 314 243
10. Implementing the project phases and monitoring objectives and possible deviations 249% 4% 316 353 3.05 274
11.Cancelling projects in time 24% 30% 3.07 3.39 3.01 3.04

* Scale from 1 to 5 where 1 is very weak and 5 very strong
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8.3 Management of innovation projects

Gestion de los proyectos
de
innovacion

Fuerte n
Asegurar esponsorizacion . X . X i
Definirun plan para cada proyecto (@) + On evaluating their capacities in relation to
innovation  project management, the
Cumplir expectativas ventas i i
Estimar 1a prob. de xito companies pon5|der themgelves stronger
Alcanzar objetivos coste/calidad when assuring sponsorship at executive
Medio ~ Proyectos cen-proc-esfablecidos level for the projects and defining a plan for
Crear buenos equipos ~ each projec'[_
Involucrar a gq_eme? al iniiio‘“ ,
Ime 1o marke - . .
- « The areas with greatest potential for
"""""" improvement, in which the one third of the
companies consider themselves weak or
) very weak, are: involving companies as co-
\as, cllentes, etc.) designers, working with external partners
e and advancing swiftly in taking the ideas to
— market.
Débil

How strong is your company in the following innovation skills?

% companies Average *
MANAGING THE INNOVATION PROJECTS Weak orvery - Strong or very . Media
ALEELS Strona General

12. Create good teams for each project with multi-functional teams
to ensure early involvement of different functions (manufacturing, marketing ...) 26% 37% 3.30 3.69 3.43 2.77
13. Estimate the probabilities of success of the projects 16% 37% 3.22 3.58 3.28 2.88
14. Ensure the projects are sponsored at executive level 17% 46% 3.36 3.75 3.37 3.13
15. Defi lan fi h project, with cl bjectives, ph , deadli

elnea;_)?p.or each project, with clear objectives, phases, deadlines 19% 48% 338 2.88 3.43 3.00
and responsibilities
16. Involve customers in the early phases of the projects (customers as co-designers) 36% 28% 290 3.48 286 265
17.Work_ing with extern.al partners (technological centres, other companies, 34% 30% 296 3.45 294 274
etc.) on innovation projects
1:3.. Quick progre"ss from generating ideas to initial sales 29% 7% 205 3.41 208 264
(“time to market”)
19. Achieve the cost and quality objectives on the projects 19% 42% 3.28 3.66 3.28 3.07
20. Fulfil the commercialisation expectations foreseen 18% 36% 3.21 3.61 3.23 2.93
21. Support the projects with established procedures and adequate information systems 21% 35% 317 366 318 288

* Scale from 1 to 5 where 1 is very weak and 5 very strong
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8.4 Innovative culture and leadership

Cultura
liderazgo
innovador
Fuerte
P ’Ecrulup:mrecnvodcon
ltalante innovador
/ ©
| » Within the area of innovative culture and
‘o Yalorarincaia @) leadership, we again note major differences
.mo?acweide.os.mes ° between the most innovative companies and
Te-- & the least innovative ones.
Culturafpro-innovacién
hstmit nesgos A * In general, more than half the companies
Forperto curosidad. @ considers itself strong or very strong in
Medio 1 @ innovative talent of its executive team and in

Desaprender los
dogmas O Vi

appraising personal initiative.

* On the contrary, more than 20% of the
companies considered themselves weak or
very weak in time assigned to innovation by
the leaders, in existence of an innovative

— corporate culture, in encouraging creativity,
’ errors or undertaking risks, and in casting off
mental schemes from the past.

Débil

How strong is your company in the following innovation skills?

% companies Average *
INNOVATIVE CULTURE AND LEADERSHIP Weak orvery - Strong or very . Media
AILEELS Strona General
22.Directing innovation from the leaders, who spend time and preach innovation 20% 46% 335 388 334 3.09
23.Executive team with innovative talent 8% 61% 3.70 4.30 3.80 3.16
24. Corporate culture that promotes innovation, that wakes employees to the need
to innovate (“hunger”, sense of urgency) and to include enthusiasm, illusion, 21% 42% 3.33 4.15 3.36 2.79
ambition, etc.
25. Encourage curiosity and creativity, interest in “imagining the future and creating
it”, to identify contradictions and develop new visions 21% 41% 3.23 3.94 3.27 2.76
26. Unlearning the actual mental dogmas of executives and all the employees in general 7% 209 3.00 352 3.02 265
27. Encouraging errors when accepting mistakes is part of the learning curve 23% 34% 3.13 3.38 3.08 3.10
‘2)8. Encouraging risk taking, and insisting on the “risk of not innovating 20% 39% 305 353 307 3.03
29. V:.illfing people’s initiative, not killing their ideas, valuing the time spent and 9% 55% 356 3.97 355 3.36
explaining why not.

* Scale from 1 to 5 where 1 is very weak and 5 very strong
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8.5 Management of the processes that support
innovation

Gestion de
procesos
que apoyan
la innovacion

Fuerte %
Investigar necesidades
clientes
Vighar mercado @)y
* More than half the companies consider
| ‘A‘mec'hamg themselves strong or very strong to
e sor investigate the needs and priorities of the
Medio VP'°°ES°S°"""?"'°58 customers and to systematically monitor the
igilancia tecnolégical . .
market in general (new offers that arise,
emerging markets, changes in the population,
etc.)
* On the contrary, more than 20% of the
companies consider themselves weak or very
TS | yveak gt technological mqnltorlng, supporting
U innovation through ordlpqry management
innovacion (ti processes and in obtaining inputs from
Débil | diverse divisions.

How strong is your company in the following innovation skills?

) % companies o Average *
MANAGEMENT OF PROCESSES THAN SUPPORT INNOVATION
Weak Strong General

43. Supporting |nnovat!on throu.gll1 orldlnary man.agement processes 2% 29% 310 3.41 315 279
of the company (selection, provisioning, marketing, etc.)
44. Performing technological monitoring (of knowledge, applications, patents ...).

erforming technological monitoring (of new knowledge, applications, patents ...) 30% 34% 3.05 3.71 3.02 276
45. Researching the customers needs and priorities, managing customer knowledge. 149 54% 350 403 3.49 3.1
46. Systemati itoring of th ket: ffers, i kets,

ys! e.ma ic moni orllng of the market: new offers, emerging markets, 16% 51% 3.41 3.88 3.51 293
changes in the population, etc.
47. Taking advantage of the potential of information technologies for innovation 20% 1% 396 3.91 3.31 279
48.0btaining inputs from diverse divisions and geographies. 22% 36% 3.17 3.56 3.22 2.84

* Scale from 1 to 5 where 1 is very weak and 5 very strong
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8.6 External relations that support innovation

Relaciones
externas
que apoyan
1 la innovacion

+ FORTALE!

Fuerte * Cultul
- Atenc

Relaciones

. » The majority of companies that answered the

empresa questionnaire  valued their capacity to
encourage and leverage external relations at
a middle level, without considering they are
Medio strong or weak in this aspect.

b » Thus, only 36% considered themselves strong
, or very strong in this aspect, and 17% valued
o themselves as weak or very weak.

« Again, major differences are noted between
highly innovative companies and scarcely
innovative ones, the former being much

- stronger in using external relations for
e gestion de la

empos, espacios, innovation.
ste.)

Débil

How strong is your company in the following innovation skills?

% companies ) Average *

Weak or very Strong or very  General
Weak Strong Average

EXTERNAL RELATIONS THAT SUPPORT INNOVATION

38. Encourage and leverage external relations (with customers,
providers, other related companies, competitors, laboratories, 17% 36% 3.21 3.69 3.21

2.95
Universities, etc.) to support corporate innovation

* Scale from 1 to 5 where 1 is very weak and 5 very strong
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8.7 Managing people
Gestion de
personas
iZAS en:
Fuerte ra 'y fomento de la
cion a oportunidac
* Managing people for innovation is one of the
elements of the model in which the companies
Taterto @) seem weakest.
‘nvolucva;pevsones8 » Thus, more than a third of companies consider
[y themselves weak or very weak in the following
Medio | dersee £ aspects: providing time and creating spaces for
-1 people to think of the future, promoting different
b experiences,  establishing incentives  for
Incenivos innovation or promoting inter-learning.
Intraemprendizaje
e LT * However, the majority of the companies
(o consider they have excellent people at their
RIS company, with a great deal of talent, although
] there is a major difference in this aspect
between the most innovative companies and the
less innovative ones.
Débil —
How strong is your company in the following innovation skills?
% companies Average *
Weak or very Strong orver Media
30. Involving sufficient people in innovation 20% 36% 3.18 3.70 3.28 2.67
31_. Selectlo_n .and |r.1volvement of diverse people (in different sectors, 28% 1% 313 3.42 397 262
Different origins, different ages ...)
32. Traini I th tribute th tto i ti
raining people so they may contribute the most to innovation 23% 33% 314 373 318 268
33. Having excellent people, with a great deal of talent, to generate good ideas 15% 47% 339 419 3.44 284
and to attract good people
34. Establishing incentives to reward innovation efforts and share the results 37% 26% 284 333 295 233
35. Promoti.ng different exy‘)’eriences, rotation, new responsibilities, “taking people 40% 2% 278 398 283 241
beyond their comfort zone
36. Promoting inter-learning to develop ideas (leadership of new corporate projects
by people within the company ) 36% 22% 2.84 3.19 2.88 2.56
37. Providing time and creating spaces for people to think about the future. 46% 16% 264 3.09 273 217

* Scale from 1 to 5 where 1 is very weak and 5 very strong
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8.8 Organisational structure

Fuerte

Medio -

Débil

Estructura
organizativa

a innovacion

des de innovacic

Definir

responsabilidacdl))

Comunicacién flui
Gestién por proyed

+ On analysing how company organisational
structure favours innovation, the best valued
areas, where about 40% of the companies
considered themselves strong are: defining
responsibilities for innovation management
and managing organisation by innovation
projects / groups.

*+ On the contrary, 46% of the companies
surveyed considered themselves weak or very
weak when creating new business units for
innovations to be successful, providing them
sufficient autonomy for their development.

How strong is your company in the following innovation skills?

% companies Average *
Weak Strona General
39. Defining responsibilities for innovation management 22% 42% 3,22 3.73 3.21 2.95
40. Managing organisation by projects — innovation groups 25% 39% 3.16 3.70 3.20 2.77
41.Facilitating fluent communication between areas, internal and external networks 16% 33% 319 366 317 296
42. Performing cellular division (creation of new business units or new companies
For innovations to be successful, providing sufficient autonomy for their development ) 46% 22% 2.66 3.50 2.63 2.26

* Scale from 1 to 5 where 1 is very weak and 5 very strong
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Section 3. What is your innovation capacity like

8.9 Indicators

Fuerte

Medio -

Débil

Indicadores

~
~

Ablecer objetivos ~ «
ira indicadores O S

bner de buenos O

indicadores J

-
-
—-

» Another of the areas of The Kite Model in
which companies seem weaker is that of
indicators.

* Thus, nearly 40% of the companies consider
themselves weak or very weak over having
good indicators of innovation (that are of use
to make decisions), to establish objectives for
those indicators and to communicate the
goals and achievements obtained.

How strong is your company in the following innovation skills?

) % companies ] Average *
4 Weak or very Strong or ver Media
49. Havi d indicators for i tion, useful for decisi king.
aving good indicators for innovation, useful for decision making. 39% 19% 279 390 277 234
50. Establishing objectives for th.e innovation |n(.i|cators and communicating 38% 24% 279 3.42 283 233
both the goals as well as the achievements obtained

* Scale from 1 to 5 where 1 is very weak and 5 very strong
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9. Who does your company relate with when innovating?

» Companies, regardless of their degree of innovation, relate above all with “customers” and “providers” as
main external agents when innovating.

% of companies who relate to different agents

100%- Highly innovative 95%
EEEm  Fairly innovative 84%
I Scarcely or not innovative

75%4 — Media 64%

50%
38%

25%-

—

0% T T \

Consultancy Research centres Related industry

Governments ) Universities Competitors companies Providers Customers
companies

10. How does your company measure its innovation results?

» “Customer satisfaction” is the factor must used when measuring the results of innovation (62.7%)

» “Higher prices” (8.6%), the “success ratio of new products ” and ROI (24%) are those that are least used.

63%
54%
O,
42% 44%
24% 24%
- l l
Higher prices Success ratio of Returns on Growth in Number of Percentage of Customer
new Investment in Total revenue new sales satisfaction
products innovation (ROI) products / of
services new products
/ services
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m Barriers to innovation at your company

11. What are the main barriers or obstacles your company finds when innovating?

- “Day to day pressure”, “pressure to obtain short term results”, “lack of internal resources dedicated to
innovation” and “high costs of innovation” are the main barriers faced by companies when innovating.

% of companies that have pointed out the following barriers

Day to day pressure 72%

Pressure to obtain short term

results 50%

Lack of internal resources dedicated to

innovation 39%

High costs of innovation, high financial
risks

39%

The lack of indicators to measure progress and

results of innovation 1%

Excessive focus on cost reduction, optimisation and

efficiency 27%

Difficulty to “unlearn” the present mental schemes
executives have

26%

The lack of incentives to reward innovative

efforts 22%

Insufficient understanding of the market

18%
and customer

Failures throughout the innovation

projects 17%

Innovation responsibilities are not

()
clear 16%

Excessive internal orientation 14%

Innovation strategy badly defined 13%
A culture that does not favour creativity and does not

. 0y
permit errors 13%

Definition of strategy from the top down without consulting the

rest of the organisation 10%

Lack of firm support by the management 7%
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m Companies that stand out due to their innovative nature

This section records the companies that are most admired due to their innovative nature and the reasons why they
are recognised, according to the replies obtained from the survey.

Textile and tailoring industry Food, beverages and tobacco industry
DANONEe
* Inditex m + Danone

+ Highly advanced supply chain model + Continuous creation and launching new products
+ Very short “time to market” + Creation of products with an attractive image
+ Ongoing innovation in Marketing and LEche
Merchandising « Pascual [Pascu |
B + Ongoing innovation along with a high quality image.
+ Custo Barcelona + Continuous search for high added value products.
+ Capacity to create fashion and maintain it well + Search for major diversification.

positioned on the market

MANGO + Tarradellas

* Mango + Great capacity to identify consumer needs.
+ Great capacity for growth and adaptation to + Effective marketing.
changes in its environment in a highly competitive
sector

« Others: Nike, Camper, Angel Textil SA

Metallurgy and metal object manufacturing Transport material

. v,
* Irizar am‘" * Ficosa ) AR
+ Implementation of an innovative organisational + Continuous bid for innovative products, with the
model that aims to involve workers at the company. latest technologies.

+ World leadership, while being a family company

. Cap &

+ In spite of difficulties inherent to the sector, + CAF GAF
leadership in innovation + Strong growth in a sector dominated by much larger
multinationals.
« Arcelor " arcelor + Capacity of response sought by customers
+ Development of an innovative strategy throughout
the whole value chain. * Ausa 5 AUSA |
« Constant search for new applications for its + Innovation culture deeply rooted in the company.
products. + Great innovative culture with a major influence by
« Good interaction with customers the partners who participate in the process.
+ Technological leadership: search for more QGEDQ
competitive production means that are competitive « Toyota TOYOTA
with the environment. + Strong bid for new concepts in its products and a

major bid to be the first in carrying these out.
+ Major skills in commercialising high range products
and in extending their consumption radically.

123
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Chemical Industry Electrical, electronic and optic materials and equipment

industry
* Almirall & Almirall - Apple
He e + Driver of the latest technological revolutions in the
+ Constant dedication to innovation and investment in sector on different markets, segments and products
R&D&i + Continuous redefinition of products that previously

existed on the market (e.g.: iPOD)

* Metalquimica .
* Nokia  NOKIA
+ Useful life coweemareone t asting product, need for

+ Organisation in constant evolution tanti i
constant innovation.

* Zelta ('{?QD

¢ Dell .
+ Main exponml—;‘me to market”

+ Major strategic vision when making medium to long + Innovative way of serving customers

term investments

Corporate services Rest of sectors
L. Jelefonica ,
* Telefonica - + Grupo Barceld

* Leader continuously alert over innovation * Innovation in “resort” hotels
+ Innovation highly profit oriented * International expansion (Caribbean, USA)
* Innovation in new services that in practice amount P

to new business models « General Electric

* Large number of successful products
+ Google GOOS[@" + Continuously reconsidering its position in the

+ Creation of a new business model and design of environment

products that are highly adapted to the market

needs < 3M SM

+ Combination of creativity, success and + Strong orientation to new idea creation
management of people + Extremely good management of creativity
management in diverse sectors
* Microsoft Microsoft: + Business model highly adapted to the market
* Innovation focussed on the business
+ Continuous innovation and modernisation of its « Iberdrola “
products + Innovation calr?zf&R/Rg#é market with very

homogeneous products
+ Panda Software Fonde + Has known how to compete very well in excellence
+ Capacity to specialise on a market it is difficult to in the energy sector

access + Strong investment in R&D&i
+ Good internationalisation capacity + Quality policy and efficiency highly implemented in
+ Skill to adapt to technological change the organisation.
* Bankinter L =

+ Very good use of ICTs

+ Customer oriented organisation

+ In spite of its low budget and infrastructure, it is a
leading firm in new mobility technologies, “broker on
line” etc.

(24
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Addendum 1.

strategy Questionnaire to evaluate company innovation capacity

l. Importance of innovation at your company

1. How innovative do you consider your company? And compared with your competitors?

(| Highly innovative ] More innovative than their main competitors
a Fairly innovative a Equally innovative to their main competitors
a Scarcely innovative U Less innovative than their main competitors

) Not innovative

2. What are your strategic priorities? Evaluate the relative importance of the following priorities

Importance of each strategic priority

Strategic priorities Quite Scarcely Not
i important important important

Cost reduction

Focussing on own main skills or capacities

Increasing innovation capacity

Launching new products

Increasing the profitability of the company

Generating new business ideas

Developing new geographic markets

Others (specify )

3. How to evaluate the importance of the following types of innovation for your company?

Importance of each type of innovation

Importance of different types of innovation Highly Quite Scarcely Not
important important important important

Developing products/ services that are totally new for new customers

Developing products/services that are totally new for present customers

Including improvements to boost / change present products / services

Reducing the costs of products/ services (modifying design, cheaper materials, etc.)

4. How do you organise your company for innovation? Tick each row, according to which of the statements, nearer the left or right
match your company more.

Ideas for innovation are sought outside the company. Sources of Ideas for innovation are sought inside the company. The sources
© = | ideas are from the customers, other companies, etc. are technology, knowledge and skills. ==
c % ==
5
=9 =9
= 5 | There are mechanisms that concentrate on “importing” There are mechanisms that concentrate on “exporting” or = >
= g innovation (mergers and acquisitions, alliances ...) “leveraging” skills and technologies (licences, etc.) 235
=Z= 5 =2
Innovation flows are top-down and outward-in Innovation flows tend to be lateral and bottom-up
;cU) Organisational structure is fairly informal and relaxed Organisational structure is very strong or formal O o
Py
29 ez
Z o | The innovation teams are decentralised and integrated in the . . . ) ZS
= : . Innovative equipment is centralised at corporate level & =
$ = | business units > Cc
40 o
o i i i } i oo
= External links are numerous and informal in general External links are formal and small in number =z




Addendum 1.

strategy Questionnaire to evaluate company innovation capacity

Il. What efforts does your company make in innovation and what results do you obtain

5. What resources does your company assign to innovation? How many do you think it should assign?

Resources assigned to innovation Real Desired

% people assigned to innovation full time

% people who participate in the innovation processes

% expense of R&D&i / sales

6. What results does your company obtain from its efforts in innovation? What ones should it Are you satisfied with the
obtain? financial return on your
investments in innovation?
Results obtained from innovation Real Desired
O Yes

% sales generated by innovations launched in the last 5 years

O No

% profit generated by innovations launched in the last 5 years

% failures (launches withdrawn from the market)

7. What types of innovations have you performed in the last 5 years? Select the applicable ones

Incremental Substantial Radical
innovations innovations innovations

Types of innovations performed in the last 5 years No innovation

1. Create new products or services

2. R&D: Create new technologies, materials, products or processes

3. Develop solutions for customers (“end-to-end” problem solving)

4. Find new customer segments or unsatisfied needs

5. Change the way the customers interact with the company

6. Create new revenue obtention models

7. Innovate in operating processes

8. Change position or field of participation in the value chain

9. Change logistics (the way the company produces, supplies and transports
the products)

10. Change channels (how the company takes its products to the market)

11. Change how you liaise with external partners (networks with customers or
providers, other companies, centres, etc.)

12. Take on new geographic markets

Degree of novelty in the innovations introduced Real Desired Weight

Type of value the innovations intend to create
a. Incremental innovations

i. Leadership in products (better features, novelty )

b. Substantial innovations (major change)

ii. Closer relations with customers (customisation, tailoring)

c. Radical innovations (breakaway from rules of the i i
game) iii. Operating excellence (better total cost, low price)

TOTAL | 100% 100% iv. New business model (breaking the rules of the game in the
sector)

TOTAL | 100% D
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strategy Questionnaire to evaluate company innovation capacity

lll. What is your innovation capacity like at your company

8. How strong is your company in the following innovation skills?

How strong is your company ?

Innovation capacity at your company Intermediat
Weak
e level

1.Defining a clear strategy with objectives for products / services / markets, key skills, investments

2.Defining a strategy to distinguish the company from competitors: ambitious, flexible and motivating

3.Taking advantage of all the knowledge and talent of the organisation to define the strategy

4. Communicating the strategy, so everyone knows what their work involves

5.Aligning the innovation efforts and projects with company strategy

6.Generating new ideas and recording them

7.Selecting the good ideas that must be developed according to strategic criteria

8.Balancing out the risks, times and retums among the whole portfolio of new projects

9. Providing sufficient resources (people and money) for innovation projects

PORTFOIO

10. Ensuring fulfilment of the project phases and monitoring the objectives and possible deviations

11.Cancelling projects in time

12.Creating good teams for each project, with multifunctional teams to ensure early involvement of the different
functions (manufacturing, marketing...)

13.Estimating the probabilities of success of projects

14.Ensuring project sponsorship by the executive level

15.Defining a plan for each project, with clear objectives, phases, deadlines and responsibilities

16.Involving customers in the early phases of the projects (customers as co-designers)

17.Working with external partners (technological centres, other companies, etc.) on innovation projects

18. Swift progress in generating ideas for initial sales (‘time to market”)

INNOVATION PROJECTS

19. Achieving the cost and quality objectives of the projects

20. Fulfilling the foreseen commercialisation expectations

21.Supporting the projects with the established procedures and adequate information systems

22.Directing innovation from the leaders, who spend time and act as preachers of innovation

23 Management team with innovative talent

24 .Corporate culture that promotes innovation, that wakens employees to the need to innovate (*hunger”, sense of
urgency) and that includes enthusiasm, illusion, ambition, etc.

25.Encouraging curiosity and creativity, interest in “imagining the future and creating it”, in identifying contradictions
and developing new visions.

26.Breaking away from executives’ own mental dogmas and those of all the employees in general

27.Encouraging errors, accepting mistakes if these allow learning

28.Encouraging risk taking and insisting on the “risk of not innovating”.

L
o
D
|_
I
|
(&}
o3
=
I
%)
o
Ll
=)
<
L
—

29.Valuing people’s initiative, not killing their ideas, valuing the time dedicated and explaining why not.
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strategy Questionnaire to evaluate company innovation capacity

How strong is your company?

innovation capacities of your company (continued) ——— .
Weak

e level

30.Involving enough people in innovation

31. Selecting and involving diverse people (from different sectors, different origins, different ages ...)

32. Training people so they may contribute the maximum amount to innovation

33. Having excellent people, with a great deal of talent, who generate good ideas and attract good people

34. Establishing incentives to reward innovation efforts and share the results

PEOPLE

35. Promoting different experiences, rotation, new responsibilities, “leading people out of their comfort zone”

36.Promoting inter-learning to develop ideas (leadership of new corporate projects by people within the company )

37.Providing time and space for people to think about the future

38. Encouraging and leveraging external relations (with customers, providers, other related companies, competitors,
laboratories, universities etc.) to support innovation within the company

EXT
REL

39.Defining responsibilities for innovation management

40. Managing organisation by projects — innovation groups

41. Facilitating flowing communication between internal and external areas and networks.

42 Practising cellular division (creation of new business units or new companies for the successful innovations,
providing sufficient autonomy for their development)

43. Supporting innovation by the ordinary management processes of the company (selection, provisions, marketing,
etc.)

44. Performing technological surveillance (of new knowledge, applications, patents ...)

45.Investigating the needs and priorities of the customers, managing knowledge of the customers

46.Systematic monitoring of the market: new offers, emerging markets, changes in the population, etc.

PROCESSES

47.Taking advantage of the potential of information technologies for innovation

48.0btain inputs from diverse divisions and geographic areas

49.Having good indicators of innovation, useful for decision making

50.Establishing objectives for innovation indicators and communicating both goals as well as achievements obtained

9. External relations by your company for innovation. With whom? For what? Select 10. How does your company measure

all the applicable ones its results with innovation? Select
Il th li |
For what? all the applicable ones

Gatherin Gl L Number of new products/ services

Joint : :
. ng, sharin Other reasons (speci
projects rigks E (specify) (| Percentage of sales from new products/

services

External relations Identifying
opportuniti
es, ideas

g :
informati
on

ST U Customer satisfaction

e a Higher prices

Compefitors U Growth of total revenue

Companies with related : . ~

NS L] Returns on investment in innovation (ROI)
L] Success ratio of new products

Consultancy firms

U others (specify )

Research centres

Universities

Governments

Others (specify) @
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strategy Questionnaire to evaluate company innovation capacity

IV. Barriers to innovation at your company

11. What are the main barriers or obstacles your company finds when innovating? Select all those you consider
important.

a Day to day pressure, that takes up all the executives’ time.

L) Pressure over short term results, that prevents investment in innovation projects whose results will be more medium to long
term.

) Excessive focus on cost reduction, optimisation and efficiency, perfect execution.

U Lack of firm support by the management, that does not insist on the need to innovate, that does not provide sufficient
support for people and teams who make an effort to innovate in the company.

L) Excessive internal orientation (the “not invented here” syndrome), without establishing or managing relations with external
partners on innovation projects (with customers, providers, technological centres, etc.).

U The difficulty to “unlearn” the executives’ own mental schemes.
U A culture that does not favour creativity and does not allow errors.

U Definition of strategies from the top, without considering the ideas and talent of the rest of the organisation and without
creating the prior conditions under which wealth creation strategies may arise.

U Failures during the innovation projects, such as not involving the appropriate partners in the early phases of developing the
idea, not experimenting until perfect definition of the project, development times too long, not providing sufficient support in
the market entry phases, etc.

U Lack of indicators to measure progress and the results of the innovation.

U Lack of incentives to reward innovative efforts.

U insufficient understanding of the market and customer.

a High innovation costs, high financial risks.

U Lack of internal resources dedicated to innovation (people, economic resources ...).
a Badly defined innovation strategy.

U unclear innovation responsibilities.

U others (specify)

V. Companies that stand out due to their innovative nature

12. What companies do you admire for their innovative nature? Please try to identify innovative companies in the competitive area
geographically nearest to you.

Within your sector: Name of the company Outside your sector:

Name of the company Why?
Why?

Name of the company Why?
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Questionnaire to evaluate company innovation capacity

Strategy

Data on the company

On the company:

 Sector of activity:

a Agriculture, husbandry
a Fishery
a Mining industries

] Production and distribution of energy, gas and
water

U construction

U commerce

(] Hospitality

a Transport, storage and communications

U Financial intermediation

) Real estate activities

(] Corporate Services

() Education

) Health and veterinary activities, social services
[ Other social and services activities

Manufacturing activity:

a Food, beverages and tobacco industry

L] Textile and tailoring industry

L) Leather and footwear industry

0 Wood and cork industry

a Paper, publishing and graphic arts industry

U Petroleum refining and processing nuclear fuels

U] Ghemical industry

U Rubber and plastics materials transformation industry
a Metallurgy and metal product manufacturing

DMachinery and mechanical equipment manufacturing
industry

(| Electrical, electronic and optic materials and equipment
industry

a Manufacturing transport materials
L) Diverse manufacturing industries

» Turnover: * Number of employees: « Company ownership:  Age of the company:
O 0-3 mill. € U o-19 U Listed company Uos years
U 3-10mill. € U 20-49 (| Co-operative company Uss years
U 10-20 mill. € U 50-99 U sA U 8-15 years
U 20-50 mill. € U 100-249 UsL U > 15 years
U 50-100 mill. € U 250-499 U subsidiary  of a
0 100-500 mill. € 0 5= 500 multinational
U > 500 mill. €
» People forming the management team :
+ Average age: + Average seniority at the company : + Distribution by sexes
U<3s years U<s years ® Men: %
U 3545 years U 5-10 years ® Women: %
Usa5 years (T years

« Degree of internationalisation of the company:

+ Sales abroad : * Purchases abroad :

* Innovation abroad
(collaboration

* Implementation abroad
(production or provision

WoY~°) _ORO,
U o-25% O o-25% of services ) agreements)
U 25-50% U 25-50%
d Yes d Yes
U 50-75% U 50-75%
d No d No
U 75-100% U 75-100%

Concerning the person who filled in the questionnaire:
 Post held :

« E-mail address (to ensure he or she receives the results of the project):




