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Executive Summary

Innovation is a major driver of business success. It is also currently a politically
important topic in Europe, as European companies work to close the gap in
innovative performance vis-a-vis the United States. Innovation represents a major
organisational challenge because traditional top-down strategies that deliver
efficiency and control typically work against attributes vital to innovation, such as
responsiveness, flexibility and the ability to address diverse and rapidly changing
markets. To have the best of both worlds requires remarkable organisational

capabilities.

This report shows how the Europe, Middle East and A frica (EMEA) operation of
Oracle, one of the world’s leading suppliers of ent  erprise software, deals with
these challenges through an innovative approach kno wn as the ‘Innovation
Network’. At the heart of this is a process that id entifies innovations on the
front line of Oracle’s business network, often orig inating from Oracle’s
consultants and channel partners. The Innovation Ne  twork identifies,
assesses, publicises, rewards and encourages deploy ment of such
innovations both horizontally (across markets) and v ertically (back into
Oracle’s core products). Since the scheme began in 2001 over 1,000 local
innovations have resulted in an estimated 5% of pip  eline sales, 15 new
products and 10 major process improvements. This re port looks at four of

these innovations to demonstrate how the Innovation Network works.



1. Introduction: Oracle and the Innovation Landscap e

Innovation is attracting enormous attention amongst practitioners, policy-makers and
academics alike. The reasons for this are not difficult to see. In a world where the
production of goods and services is increasingly globalised — production is mobile
and often located in regions far away from where consumption takes place —
innovation is a high value-added process that is hard for competitors to replicate.
Although many companies have moved significant parts of their operations -
manufacturing, back-office and routine service operations such as call centres - to
locations such as China and India, R&D activities have so far proved much less
mobile. Innovation is thus a source of enduring competitive advantage, less

vulnerable, though not immune, to low cost competition.

Studies repeatedly show innovative companies to have better business performance
than their less innovative counterparts. There are several reasons for this, including
the ability to offer products to the market before competitors, greater product value
and functionality, plus enhanced brand value by being perceived as dynamic,
forward-thinking organisations. As 3M, a long-term, successful innovator puts it:

“Innovation is the mantra of success... for companies large and small, the big
winners are those that match new, marketable ideas with customers before
anyone else can.”

1.1 What is Innovation?

Many people think that innovation is about new products, functions, features and
aesthetics. Whilst enormous amounts of value can be created from this form of
innovation — the Apple iPod is a testament to this — innovation can take other forms

as well, such as:

LA Century of Innovation — the 3M Story: 3M (2006) www.3M.com
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Identifying unmet (or even unrealised) needs and fulfilling these with a product
that already exists but is in use for a different purpose. This is essentially

finding new markets for existing products or services.

Delivering existing products/services in better ways via incremental product
and process innovation — for example, at lower cost or with better

performance.

Despite the obvious business benefits of innovation, many organisations struggle to
manage innovation effectively. The landscape is littered with once strong companies
who failed to spot and react appropriately to changes in their competitive

environment.

Harvard Business School’s Clay Christensen identifies a number of reasons for this.
The first of these is the basic business mantra that successful companies are ‘close
to their customers’. But customer segments grow and decline and being close to
existing customers may be positively detrimental to understanding the needs of new
customers, resulting in missed opportunities. By the time these opportunities are
clearly visible, new entrants may have already grabbed the market. Moreover, new
markets usually start small, but small markets rarely meet the growth needs of large
companies who therefore wait for such markets to develop. By the time the new
markets are large enough to warrant attention, smaller, more nimble firms are

already there.?

Cost minimisation is often achieved by restricting product variety, squeezing
maximum sales from minimum products. This yields economies of scale and
minimises duplication of effort, but encourages standardised products and services
and centralised decision-making. However, too much standardisation limits appeal in
the marketplace, as one size rarely fits all. Thus, companies must resolve the
simultaneous pressures for product and service variety on the one hand and cost

minimisation on the other.

2 The Innovator's Dilemma. Christensen, C.M. (1997). Boston: Harvard Business School Press
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Some companies do this by limiting variety by specialising in particular segments of
the market — for example as low-cost commodity producers, or as premium-priced
niche producers. In the software industry, one manifestation of this is the division
between products companies (who sell standard products in high volume, like
Microsoft) and services companies (who sell bespoke solutions to clients. Accenture,
for example, describe themselves as a “global management consulting, technology

services and outsourcing company™

). To be both requires the simultaneous ability to
standardise and to address the needs of multiple diverse users and markets — a tall

order. Oracle is unusual in its determination to do both.

1.2  Background to Oracle

Oracle was founded in 1977 by Larry Ellison and two fellow programmers. Oracle
has enjoyed spectacular growth and is now the world’s largest enterprise software
company. It first built a dominant position in database and then developed a
significant middleware and applications business, the flagship of which is the Oracle
E-Business Suite. Oracle’s acquisitions of PeopleSoft (end 2004) and Siebel
Systems (2006) further strengthened its position in this area. In addition to its
software business (which consists of new licences, licence updates and product
support) Oracle offers services, mainly consulting, but also advanced product
services and education. Revenue from consulting was 15% of total revenues in
2005*.

Oracle’s global operation is divided into three regions: the Americas, Europe, Middle
East and Africa (EMEA), and Asia Pacific. In the fiscal year 2005, the Americas
contributed 49% of total revenues, EMEA 36% and Asia Pacific 15%. In 2004-5
EMEA enjoyed the fastest revenue growth of the three regions, at about 15%>.

3 Company website: www.accenture.com
4 See Form 10-K, Fiscal Year 2005
® See Form 10-K, Fiscal Year 2005



1.3 Central R&D

The key to Oracle’s success has been enterprise software — the corporate nervous
system that tells executives where money is spent, how operations are performing,
and where and how profits or losses are being made. Oracle’s particular competence
is database software; Oracle was founded because Larry Ellison and his colleagues
saw the advantages of relational databases over the then-dominant hierarchical
model and single-mindedly developed these as the industry standard. Since then
Oracle has been at the leading edge of enterprise software. In the late 1990s Oracle
was one of the first companies to make its business applications accessible through

the Internet in a challenge to the closed ‘client/server’ model of business computing.

Oracle developed a strong R&D function early on in its existence. Larry Ellison
concentrated on the recruitment of software engineers from leading competitors or
directly from top US schools. Many of these are still with the firm and the stability of
the development team has been a key factor in enabling Oracle to maintain its edge
as well as supporting its efforts to develop standard products. Over a quarter of the
firm’s 50,000 full-time employees are in R&D°®. The majority of R&D effort occurs at
Oracle’s corporate headquarters at Redwood Shores, California and in India,
although some development also takes place in a number of countries around the

world with the UK and China being the largest of these.

As with most software development firms, the formal R&D process at Oracle
revolves principally around the cycle of releases of new software, whether databases
or applications. Oracle has evolved a number of ways to capture the voice of the
customer in this process, an example of which is the ‘enhancement request’ which
customers fill out on-line to provide the development function with feedback on
existing products and services, as well as ideas for enhancements or new features in

future releases.

® See Form 10-K, Fiscal Year 2005



There are various other formal mechanisms by which Oracle’s R&D function
receives feedback from the field, whether from customers or the sales force. The
most important of these are forums such as Customer Advisory Boards (CABs) and
Field Advisory Boards (FABSs), both of which comprise customers and Oracle
representatives. These are organised around product type and industry sector. In
addition to CABs and FABs, there are a large number of industry and geographical
user groups’ and other forums where customers interact with R&D personnel. Larry
Ellison summed up the benefits of having a large development team that

collaborates closely with customers:

“Our 5,000 application developers put lots of new features into the E-
Business Suite based on customer priorities. This close collaboration was
what made it possible for most of our customers to avoid the complexity and
cost of custom code”.?

Larry Ellison was one of the first to articulate what since has become the

conventional wisdom of the software industry — that it is in most users’ interests to
deploy standard, off-the-shelf software rather than to commission heavily bespoke
systems. But how does a top-down approach deal with diversity of needs and also

draw on the knowledge and expertise of those on the front line?

2. Front Line Innovation

In some ways, enterprise software products may be likened to those of major capital
goods such as machine tools. A company like Oracle develops core ‘components’ —
for example database software or particular applications — which are relatively
standard, but which are then configured and combined to specific requirements,
sometimes using components from other companies — to provide an overall system.
Systems integration firms such as Accenture specialise in taking the ‘best of breed’

components for specific functions such as payroll, customer accounts and so on and

" An example is the EMEA Oracle User Group, dedicated to “facilitating the free flow of information between
Oracle Corporation and Oracle user/partners” (EOUG website: www.eoug.com)

8 Softwar: an Intimate Portrait of Larry Ellison and Oracle. Symonds, Matthew (2004). New York: Simon &
Schuster



combining these into single systems, with a high degree of customisation for specific
clients. However, Ellison argues that most customers are better off if they can
dispense with expensive integration and customisation from third party suppliers. On
the one hand, this has pushed Oracle to progressively add more functions to its own
integrated E-Business Suite, and on the other to encourage clients to modify their
business processes to fit the available software. Where this is not feasible or
desirable, Oracle’s consultants and Oracle’s channel partners configure bespoke
systems, often from standard constituent parts.

In this context, Oracle’s central development function provides the major
components of complete end solutions, and sometimes the complete solution itself.
However, many of Oracle's customers are themselves at the leading edge in their
own market segments and are continuously inventing new ways of doing business
and delivering services. For Oracle, this constant innovation at the front line in turn
triggers the need to apply software in new ways, to devise new processes and
functions that meet the evolving requirements of individual customers. The scope for
innovation at this end of the process is therefore enormous. Thus, while the central
development function is one source of innovation, the front line, where the software
is applied, integrated and configured to serve at times entirely new purposes, is
another. Clearly, some of these ‘front-line innovations’ are so specific that they do
not have potential for application beyond the specific environment for which they
were created. However, many do, but this cannot be realised unless there is a
means to capture innovations occurring in one location and connect them to potential

applications in other locations. This is shown in Figure 1.



Figure 1: Combining Central and Local Innovation
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— — ¥ =Knowledge sharing across applications and back to central R&D

The process involves moving front line innovations back into core products through
vertical information flow back into central R&D and/or across to other markets
(horizontal information flow). This is particularly true of the EMEA region, given the
heterogeneity of the European, Middle Eastern and African markets, as well as its
physical distance from Oracle’s West Coast headquarters.

2.1  The Creation of the Innovation Board

It was out of the need to capture and diffuse innovation that the Innovation Network
was born. For Sergio Giacoletto, Executive Vice President Oracle EMEA, the
creation of this network was a top priority and together with Vasu Briquez, Vice
President Innovation and Strategy Development at Oracle EMEA, created the

Innovation Board, which first met at the beginning of 2001. Briguez comments:

“Creating communities that operate independently from the organisational
structure, and thrive on sharing and networking goes a long way towards
establishing the right environment for stimulating innovation... Although
loosely bound, a community needs to stand for shared purpose, one that is
very much attuned to customer needs and vision in a particular domain... A



community also needs an ‘animator’ who mobilises and coordinates effort

across functions and geographies”.’

A key task was to identify these ‘animators’, and to create a structure to promote and

harness front line innovation.

2.2 Role and Structure of the Innovation Board

The Innovation Board acts as a formal mechanism for stimulating, capturing,
assessing, deploying and rewarding front line innovation in the EMEA region in a
systematic way. It does this by encouraging employees across EMEA to submit
details of innovations that have recently occurred in their lines of business. There is

an evaluation process, and a number of ‘Innovation Awards’ are granted each year.

The Innovation Board consists of 14 members, drawn from EMEA management
positions across functions. The structure is replicated further down the organisation;
many Innovation board members chair their own local Innovation Boards, which feed

ideas up to the main Board.

The Innovation Award process comprises five steps: stimulation of innovation in the
various business units as well as submission of innovative ideas, capture, or
gathering and filtering the ideas as they are submitted, assessment and validation,
reward for the teams that submitted the winning ideas and deployment of the winning
ideas. Deployment can occur by direct transfer to different markets within the EMEA
region (horizontal transfer), or via incorporation into Oracle’s core products (vertical
transfer). The last of these steps, deployment, is clearly a critical value-adding
process for Oracle and it is the success of this that determines the revenues that can

be leveraged from a particular innovation.

Awards are made in two categories, revenue generation and process improvement,
the latter being ideas likely to bring greater efficiency to Oracle’s own operations.
Three criteria are used to judge the submissions: (1) Is the idea or application

o “Guiding and Leveraging Innovation”, Vasu Briquez, Article published in InnovationEurope Report and
launched at the International Conference for Sustainable Development, Jan 2003
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proven? (2) Will it lead to either revenue or productivity enhancement? And (3) Is it

replicable across geographies?

The Innovation Board has very few full-time members of staff. All other board
members have front line management roles, but devote time and energy to
encourage, assess and filter proposals from the front line. The tone of the Board is
set by Sergio Giacoletto himself. He personally grants the awards to winners from all
levels of the organisation and he also attends Oracle EMEA's high profile annual
innovation event. His sponsorship has been critical to the success of the network.

The EMEA Innovation Board, although the most visible part of the process,
represents only the tip of the iceberg. There are also local Innovation Boards that
meet at regular intervals to assess proposals. These local boards will sift through ten
local proposals for every one proposal that goes forward to the EMEA Innovation
Board.

There is one additional, external-facing function that the Innovation Board fulfils. For
Oracle’s senior management innovation is more than just a process that adds to the
bottom line, it is seen as part of a wider corporate responsibility to the European
community at large. The Innovation Board is involved in a number of collaborative
activities with academic institutions, scientific and research institutes and
governmental programmes in driving the innovation agenda. At the end of 2005, for
example, the EU LisbonCouncil and Oracle convened an Innovation Forum under
the sponsorship of EU Commission VP Ginter Verheugen, bringing together senior
officials from the EU commission and national governments, business leaders and

academics from across the EU to promote innovation in Europe.

Sergio Giacoletto is personally engaged in efforts to encourage EU competitiveness
through innovation, participating actively as a member of the ‘European American
Industry Council’. Going forward, the Innovation Board is planning a series of
activities with the EU Commission on its innovation agenda, together with Oracle’s

customers and partners.
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2.3  The Impact of the Innovation Board

The performance of the Innovation Network is monitored via a set of key
performance indicators, including the number of submissions, awards, details of
deployment, both in terms of the percentage of winning submissions deployed, and

the take-up of the deployed submissions by other EMEA countries.

By the end of 2005, there were close to 1,000 submissions at the local Innovation
Boards, illustrating the level of activity in the individual countries and business units.
Of these, the local Innovation Boards selected 104 innovations across 22 countries
to be submitted to the EMEA Innovation Board - two thirds of these concerned
revenue generation and one third process improvement. Of these 104, 25 received
awards — 15 for revenue generation and 10 for process improvement. The
percentage of winning submissions that have been deployed is 76%. This is

summarised in Figure 2.

The process of deployment has evolved over the years and has become increasingly
formalised. For an idea to count as ‘deployed’, a minimum of three EMEA countries
must have made a business case for applying the solution, although typically five or
six countries replicate a new solution in their local markets. To stimulate deployment
the Board encourages countries and business units to adopt ideas that have won
awards. Local units must produce business cases that estimate levels of local
demand and the resources necessary to generate demand. The EMEA Innovation
Board has an investment fund as well as other supporting mechanisms to help

countries with deployment during the initial months.

12



Figure 2: The Innovation Network 2001-2005:
Process & Outcomes

15 revenue 10 process 76%
generating improvements deployment
ideas

b 25 Innovation

Awards

104 submissions to EMEA’s
Innovation Board
1000+ ideas to Local Innovation Boards

The deployment process is voluntary in that countries are able to select which
solutions to take up, as opposed to the tendency in many firms to employ centralised
teams to drive deployment into other geographical markets. Whilst a more forceful,
top-down approach might at first sight lead to a fuller exploitation of an innovation,
Oracle believes that the self-selection process is more effective at taking into
account the specificities of local markets and reduces the level of investment
required to make deployment work. This also fosters higher levels of direct
engagement and ownership by the country teams which in turn encourage

successful deployment.
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3. Oracle Partner Network Innovation Awards

Oracle’s partners also play an important part in front line innovation. In the words of

Vasu Briquez:

“For Oracle, innovation is not only about products from our own R&D
department; it involves working with our partners to develop cutting-edge
solutions .... The awards showcase solutions, services or initiatives where

Oracle products and technology have been applied to create value for the

customer and generate new business potential”.*°

In 2004, the annual Oracle Partner Network Innovation Award was created for
partners who have been particularly innovative and effective in exploiting Oracle
technology. In addition to the award itself, the winner receives support for an
advertising campaign to promote the winning solution (and in doing so, winning
companies have the opportunity to promote themselves as well), access to a
Marketing Development Fund for business expansion into other countries and
greatly enhanced visibility within the Oracle sales force. Given the increasing priority
accorded to the partnership network within Oracle EMEA, the Oracle Partner
Network Innovation Award is an important factor in the development of partner
relations. The response has been substantial: at the second Oracle Partner Network
Innovation Award, submissions for which closed in March 2005, there were 87
initiatives from 29 countries, including countries such as Nigeria, Serbia and Oman.

Three awards were made for this round.

So far we have examined the background to Oracle’s Innovation Network, and
looked at how it operates. Now we will look in detail at some innovations that have

emerged from this process.

1 company press release, 14" October 2004
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4. Four Cases of Front Line Innovation

We present four examples of front line innovation. Each of these was a project that
required application, configuration and development of Oracle’s basic technology.
Each was a successful project in its own right, but each project had the potential for
wider application. Each illustrates how innovations that occur on one interface with a

customer or partner can be picked-up and deployed much more widely.

4.1 Revenue Generating Case: CRM for Local Governme nt (UK)

Hull City Council needed ways to improve its responsiveness to enquiries and
requests from the public. Hull, along with other local authorities in the UK, faced
increasing pressure from central government to improve the quality and cost-
effectiveness of its services. In addition, the UK’s e-government initiative provided

further pressure on local Councils to modernise their operations.

The Council decided to create a central call centre to handle all communication from
the public to the Council. The Council receives over 15,000 customer contacts per
week. This required a CRM system to enable call centre operators to deal effectively
with calls from customers, as well as to enable rapid information flow between the
call centre and the various Council departments who had to actually take action in
response to requests. Hitherto, when a member of the public contacted the Council,
they were faced with a myriad of different departments. More often than not, the
person first taking their call would do no more than note it, and pass the message on
to someone else in the same department, or pass it on to yet another department.
Many calls were simply never answered at all. There was a paper-based information
system, which meant that few people were in possession of all the information they
needed to respond to a particular request.

Oracle provided the database and CRM application. The challenge in this was to
reconsider the concept of the ‘client’ from being just a person, to something that was

both a person and a location. For example, if someone calls about an abandoned
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vehicle that required removal, it is not so much the person who calls to report the
vehicle (indeed, several people can report the same thing, which typically leads to
duplicate job requests) but the location of the offending vehicle that is crucial to the
Council. Location is similarly important in issues concerning refuse collection, street

lighting and a host of other Council services.

Oracle’s response was ‘trading community architecture’. This architecture represents
a set of relationships between the Council, the public, local businesses, and the
geographical location of all of these entities. Oracle and Hull jointly analysed all the
possible enquiries that could come into the centralised call centre and grouped these
into those that can largely be dealt with by call centre operators (e.g. refuse
collection, where all issues other than actual collection could be handled) and those
that require considerable knowledge and experience (e.g. welfare claims) where the
role of call centre operators is akin to that of telephone operators, namely to connect
callers to the relevant department as quickly as possible. In many cases, direct links
were established between front- and back-office functions so that information can be
passed from the CRM system directly to the back-office infrastructure.

The result has been a dramatic improvement in response rate to customer calls and
a much faster resolution of problems. Response times to queries average under 4
minutes, and the incidence of dropped calls has fallen to around 5%. The call centre

now answers around 85% of calls within 15 seconds.

The team that developed the trading community architecture saw opportunities for
deployment with other UK Councils and developed a model that could be rolled out
in just 45 days, dubbing it ‘CRM for LG’ (LG standing for ‘local government’). CRM

for LG was submitted to the Innovation Board, and won an award.

The wider deployment of CRM for LG is interesting as it is clear that the
requirements of local government organisations are vastly different from country to
country — this is a classic problem when moving innovations horizontally across
different markets and regions. Another issue was the need to demonstrate the

product in the local languages of the target markets. Translation is costly. So, rather
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than individual countries paying for this themselves and creating specially tailored
demonstrations for each market, a generic demonstration module using Oracle’s
Multi-Language Capability was created. The product has now been rolled-out to the
Middle East, South Africa, Sweden, Germany, and the UK, with a total of 22
implementations. According to a member of the deployment team, the Innovation

Award played two critical roles in this process:

“First, it alerted people to the solution’s success. There are always competing
priorities and before making an investment of time or money, people like to
see that a solution has a track record. Second, in terms of securing the
funding, the stamp of the Innovation Board was really important.”

Even for countries (for example, Italy) where the local government model was not
suitable for CRM for LG, the success of the system gave the sales team a story of
Oracle’s credentials in local government CRM, which enabled them to win business

(even if it did not strictly count as a deployment ‘win’).

For Carolyn Jordan, the project coordinator, the visibility bestowed on the product by
the award process has opened a dialogue directly with the central development
function at Redwood Shores. More and more features that were originally
consultant-designed customisations in the original CRM for LG package have now
been integrated into Oracle’s standard CRM product, an example of the vertical
transfer described in Figure 1. This has correspondingly lowered the amount of
customisation required for CRM for LG itself, and reduced the servicing burden on
the consultants and Oracle’s clients. There is even the possibility that release 12 of
Oracle’s E-Business Suite will contain CRM for LG in its entirety as part of the
standard public sector CRM product.

4.2 Revenue Generating Case: Residential Real Estat e (Dubai)

Although Oracle has a presence in the commercial real estate sector through its
‘Facilities Management’ and ‘Property Manager modules of the E-Business Suite it
had no offering in the residential real estate sector. For Rams Srinivasan, a sales
consultant in Oracle’s Dubai office, this gap in the company’s product offerings

represented a clear opportunity, as residential real estate projects of massive
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proportions were springing up all around him. These seemed to play to Oracle’s
strengths, requiring a seamless process from marketing the properties in ‘virtual’
form prior to construction to the closing of the sale and the initiation of back-office

administration machinery, including raising of invoices and drawing up of contracts.

Oracle worked with the largest of all the Dubai developers, Al Nakheel Properties, to
develop an application to fill this gap. The essence of this was that it should be
possible to view all available properties, ideally via a graphical interface. The
application had to create a realistic impression of the property, possess the facility to
reserve the property temporarily and to create the contractual documentation if a
buyer decides to proceed and makes the necessary down payments. The system

then had to be able to hand-off the data to other back-office processes.

Srinivasan worked with Oracle consultants to build the necessary functionality into
Property Manager to meet Al Nakheel’'s requirements. In one of many internal
brainstorming sessions, Rams came up with the idea of creating an interface with the
CAD technology of Autodesk, a leading supplier of advanced PC design tools, which
would enable potential customers to view the properties that were available in great
detail, from a satellite view right into the individual rooms. Property Manager already
incorporated much of the booking and contractual software and this module easily
communicated with the back-office infrastructure that generated the invoicing and
accounts receivable data. The combination of three sets of functions supplied the
solution that Al Nakheel was looking for. A key part of persuading Al Nakheel to
accept the product was a visit from Oracle’s central development team — this was an
important demonstration of high-level commitment, and included an invitation to Al

Nakheel to join Oracle’s Real Estate Customer Advisory Board.

The solution won an Innovation Award and since then a number of companies have

been considering it. Srinivasan notes the less tangible benefits of recognition:

“Everybody likes to have challenges in their jobs: we have created something
really innovative and being recognised for this by the management reinforces
the message about the importance of the innovation process within Oracle,
and this has been very motivational ...”

18



4.3  Process Improvement Case: User Interface (Ul) M odeler (Netherlands)

The cases of CRM for LG and Dubai Residential Real Estate are examples of
revenue enhancing innovations that have won Innovation Awards. There is also a
separate category of process improvement awards and more than a third of all
awards made fall into this category. We focus on the case of the Ul Modeler, which
was developed by Pam Koertshuis, a pre-sales consultant from Oracle’s Dutch

operations.

Ul Modeler is a modification of the software used by Oracle to demonstrate
applications to potential customers to tailor the application to the customer’s in-
house business language and user-defined design. For example, a customer using
the Oracle Service solution might want to re-label the standard terminology ‘service
request’ to ‘trouble ticket’, ‘query’ or ‘complaint’, depending on their terminology or
business need. Another customer might wish to simplify the layout by removing what
are for them redundant fields or tab pages. Koertshuis had created the tool for her
own use in 2000, but it was being used in an ad hoc fashion in various Oracle
communities, some as far away as Korea, through word of mouth and through
posting on Oracle’s intranet, a web-based forum which is used for exchanging best

practice and new ideas within Oracle.

Through the number of enquiries she was receiving on the product, she realised that
it was perceived as a valuable innovation, and submitted it for the Innovation Award
in 2004, which she duly won. As a direct result of the award, interest in Ul Modeler
took off. Koertshuis was contacted directly by development personnel in Redwood
Shores with a view to integrating the solution into the standard product, and the tool
has since appeared in the E-Business Suite. Although not all of the features that

Koertshuis had developed were incorporated, all the important ones were.

For Koertshuis, winning the award after making presentations to the Innovation
Board in Rome and Athens was an exciting process, as was the subsequent award
weekend in Capri. However, she points out:
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“That wasn’t the most important part for me. What really stood out for me was
that Development picked it up. That is the best recognition | could ever get. If
something you have developed is put into a product of a 50,000 employee
company, it feels really cool.”

4.4  Oracle Partner Innovation Award Case: Geodan Mo  vida (Netherlands)

In the year 2000, Euro Beinat, CEO of the newly created Geodan Mobile Solutions
(GMS) located in Amsterdam™, pondered the applicability of his company’s real-time
location awareness technology. Beinat describes GMS thus:

“We base our activities on a product platform that is called Geodan Movida,
which is a tool for real-time location awareness... essentially locating goods,
or whereabouts of people, vehicles, subjects and so on, in real-time and using
that information for business purposes. It can be for security, it can be for
intelligence, operation support, and strategic management.”

They had broadly identified two main areas, public services and commercial &
consumer applications, as potential opportunities and gained their first major contract
with the Dutch Police who adopted the Movida platform to provide full and secure
access to police information sources, enhanced by mapping facilities and real-time

location capabilities of officers and police vehicles.

Geodan has evolved a close relationship with Oracle, who had been integrating
location-based technology (called ‘Oracle Spatial’) into its databases, application
servers and E-Business Suite. This combination of wireless and spatial technology in
Oracle’s product offerings gave Geodan a compelling reason to view Oracle as a

future partner.

In 2004, Geodan won the newly created Oracle Partner Network Innovation
Award. The product Geodan Movida integrates multiple location-based
technologies and uses the Oracle 10g database and application server
platform. Geodan saw the award as a strong commitment by Oracle to

‘external innovation’. Having selected Oracle as the platform for Movida, it

' Geodan Mobile Solutions is a member of the Geodan group of companies, which was founded in 1985, and
provides a wide range of location-based services for mobile ‘geo-information’ applications, both indoors and
outdoors.
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was critical to raise awareness of Movida’'s capabilities. Beinat is acutely
aware of the critical role played by Oracle’s pre-sales and sales consultants,
whose knowledge and approval of Movida’s capabilities were important to the
success of the product. Beinat comments:

“Winning the award gave us a lot of exposure but that was only the
beginning... The immediate result was that all of the EMEA offices knew who
we were and our position in location services. It opened a lot of doors and
suddenly we were doing a lot of presentations in front of important customers.
[This] was much easier as an award winner and partner... The benefit to
Oracle is the ability to maintain their position at the edge of the innovation
curve through a partner, but also the prospect of increasing the account sales
by promoting innovative solutions that use Oracle but are not part of the
Oracle portfolio. There are also examples of accounts that adopted Oracle
because of Movida, switching from Oracle competitors.”

Schemes such as the Oracle Partner Innovation Award can, according to Beinat,
give organisations a ‘breathing space’ away from the short-term pressures created
by quarterly reporting and enable partners to open up markets and chart unknown
territories where future growth is likely to take place.
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5. Conclusions

These cases show that a company’s innovative capacity is often widely dispersed,
not just between the units within its own boundaries but amongst its external
networks of partners, suppliers and customers as well. This is the essence of what is
known as ‘open innovation’ and demonstrates that innovation has a far wider
meaning than the formal R&D process. For Oracle, unlocking the innovation inherent
in the sales and consulting force has been a key competitive advantage. As Willem

van Enter, the Benelux representative on the Innovation Board put it:

“We have a lot of bright people with bright ideas. Before, we had a lot of
innovation that just happened at the work place that we never saw, and that
we therefore never made use of, rough diamonds if you like, the value of
which people at the front line don’t fully recognise because they are getting on
with their daily jobs. The role of the Innovation Board has been to create a
system that enables those diamonds to be found, polished and utilised on a
global scale.”

The Innovation Network has created a mechanism for promoting, channelling,
filtering, selecting and diffusing the brightest ideas that Oracle’s front line, and its
partner network, produce. The network represents a bottom-up process that
supplements or balances the formal, top-down R&D apparatus. In so doing, it
enables Oracle to resolve some of the dilemmas — for example between
standardisation and centralisation on the one hand and market responsiveness on

the other — that are inherent in the successful management of innovation.

There is a strong desire within Oracle to see the Innovation Network succeed, and a
clear commitment to help it do so. The comments of those who have received
awards show that recognition of their work is a highly motivating factor. That this
recognition sometimes came from the central development function, who had
incorporated their innovations into Oracle’s core products, was doubly rewarding.
The enthusiasm of the top-level management, and the energy they (and in particular
Sergio Giacoletto and the Senior Vice President responsible for Innovation, Rolf
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Schwirz) have devoted to the promotion of the Innovation Network have been key

factors in its success.

The process has clearly contributed to both the top-line and the bottom-line. This is
shown by the rate of deployment of award winning ideas, and the estimates of the
Innovation Board that some 5% of pipeline sales are attributable to the existence of

the Innovation Network.

Of course, the Innovation Network faces challenges. The very factor which is one of
its strengths, its bottom-up nature, is heavily reliant on the goodwill and enthusiasm
of a limited number of individuals who give their time to mobilise their networks to

submit ideas. As one member of the Innovation Board commented:

“Although there’s a lot of innovation going on, it's another matter to get people
to submit their ideas”.

The system is therefore reliant on individuals who drive the process, who are the
glue that bind the network together and make it function. It will take time for the
system to become institutionalised, for the process of the transmission and
deployment of innovative ideas to become second nature to Oracle front line

personnel.

A related issue is that of deployment. Although the levels of take-up are substantial,
the rate of deployment is uneven across EMEA. Oracle hopes that recent changes to
close the loop between the Board and the individual countries and business units via

the use of business cases will go some way to addressing this issue.

The Innovation Network has clearly been a success for Oracle’s EMEA
operation, leading to the deployment of dozens of revenue generating and
process improvement ideas which, if it had not been for the network’s
existence, would have been lost to the system. Both the top-line and bottom-
line contribution is significant, as this has been achieved without the

Innovation Network generating significant extra overheads for the firm.
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The Innovation Network is not primarily a process designed to create innovation per
se. It is a mechanism to make innovation visible, deploy it, and reward it. We have
seen how the network moves innovation both horizontally across markets and
regions and vertically between the front line and the central development function. In
so doing it gives Oracle the capability to address one of the biggest management
challenges — to combine responsiveness to local requirements with cost
effectiveness and coherence. The business benefits of this to Oracle are very clear,
and the Oracle experience carries important lessons for many other organisations

who face this challenge.
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The Centre for Competitiveness and Innovation (CCl), based at Judge Business
School, is a strategic partnership between MIT and Cambridge University, established
by the Cambridge-MIT Institute, and works with other universities across the UK and
USA.

The CCI:

Works with business to better understand how value is created, delivered and
captured from product and process innovation.

Is a lively and challenging community where best industry practice and leading
theory is combined to provide practical solutions to the challenge of extracting
value from innovation.

The Centre's activities include:

Knowledge-sharing between members combining best practice and applied
research through seminars, events and executive education.

Research into all aspects of the management of innovation.

Access to the wider innovation community through workshops and networking
activities.

Graduate education, including opportunities for member companies to work with
students on consultancy projects.

Open executive education programmes for innovative and technology intensive
firms.
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