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The WinOvationss» System: Scope of Activity and Process Overview

WinOvations, founded in 1995, is an international consultancy specializing in the Early
Stages of new business development (NBD). The methodology we have evolved
originated from Michigan State University® and has been used in many large companies
globally since the 1970’s.

Our process has been continuously refined over the last 12 years and the resulting
WinOvations® System can be integrated easily into most existing NBD processes. The
results from using these new tools, which have been reported in the business media®®, are
a more than Six Sigma improvement in speed and profitability vs. traditional Staged-
Gate approaches*®. This has been achieved by breakthroughs in both:

a. The early stages, or “Front End” of the NBD process itself: Using a proven,
highly focused analytical process we typically achieve project outcomes with 84-
95% accuracy (assuming that the technology risk is low).

b. Personnel Selection, Training and Coaching for NBD management.

Our capabilities are focused in the following activities:

a. Risk Reduction: Providing senior managers with powerful yet practical tools to
define and focus the critical elements required for commercializing new business
with exceptionally high odds of profitability.

b. ldea Management for creating, prioritizing and shaping NBD project concepts.

Project Validation through detailed analysis of market opportunities based on
comparative system cost-performance models, as seen by customers, to establish a
real basis for commercial viability. The original project is often found either not
commercially viable, or sub-optimal. The WinOvations®™ System is an iterative,
non-linear methodology that searches for maximum value solutions, and often
changes the starting concept significantly.

d. Selection, Training and Coaching of NBD analysts and business teams to ensure
optimum use of manpower.

e. Rapid Modification of group and corporate cultures to become more innovative
and effective at NBD

We continue to work mainly with large multinational corporations and are proud to have
helped our clients quantify a total of more than $4 Billion in new revenue potential in the
last 5 years. These clients have included, for example, several multinational corporations
in the Chemical, Automotive, Metallurgical, Electrical, Telecom and Construction
industries, as well as in Services, on a global basis.
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WinOvations System Elements:

WinOvations seeks to help its customers find profitable new business opportunities that
have greater than a 95% probability of success. Statistically, most early stage new
business development (NBD) plans will fail. WinOvations’ success is achieved using an
iterative, market focused process, which often redirects, or “Morphs” starting point
projects, sometimes substantially, to ensure they capture maximum value.

The key elements of the WinOvations® System include the following:

I.  The Gut-Level-Screen: This determines senior management’s “hot” buttons.

Il.  WinOvations’ Idea Management: Combines idea-generation, functional
segmentation and prioritization against NBD goals and technical capabilities.

I1l.  Project Gap-Analysis: The initial project review looks for ““5 Essential
Vitamins.”

IV. Project Success-Wheel: Provides a detailed project validation analysis.

V.  Selection, training and coaching of Rainmakers, or individuals who excel at
Starting initiatives.

VI. Creating More Innovative and Effective Cultures: Placement of Rainmakers,
or “Starters” in job roles requiring them to innovate, and placement of the
opposite types (“Finishers”) in job roles requiring them to finalize and
commercialize the product or service.

Brief summaries of these elements are given below.

The Gut-Level-Screen:

Growth or redirection of any new business development project must conform to
business strategy. The Gut-Level-Screen is a key element of the WinOvationss™
System to define and record top management’s desired direction, and “no-go” regions.
The screen does not seek to force consensus amongst business teams. It is established
through individual personal interviews with senior business managers and looks for
common areas of agreement that excite, and therefore will be fully supported by,
management.

The Gut-Level-Screen identifies areas of agreement in Quantitative and Qualitative
criteria as well as the “danger” zones that will not be fully supported by all members
of senior management. Typically, we find a surprising number of NBD projects
actually do not fit management’s collective Gut-Level-Screen, with predictable
outcomes. The Gut-Level-Screen is one of the most important tools used by
WinOvations and is generally the starting point for our involvement. It is used both
to prioritize projects and to keep new business development projects on-track as they
morph from concept into reality. It is also useful for assessing the attractiveness of
partnering activity and acquisition targets.
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ldea Management

WinOvations has shown that it takes approximately 3,000 raw ideas (or 125 issued
patents) to produce one product that makes money®. This will not surprise anyone
active in NBD, where project failure is the norm. Many companies focus on
generating as many ideas as possible to feed their NBD programs, in the hope of
finding a “pony” in there somewhere — with a tremendous waste of resources.

Much has been written about the need for creativity in organizations and many tools
have been developed to facilitate the generation, collection and storage of ideas. As a
result, we have found that idea generation is not usually a bottleneck. The more
difficult problem is how to manage all of these ideas, and fundamentally how to
determine which of the hundreds of ideas have commercial value.

The WinOvations ldea Management System uses accepted Idea Generation
methods, in conjunction with two unigue elements: Functional Value Segmentation
and the Gut-Level-Screen. Functional Values provide a common language for
bridging between technical capabilities and market need, and provide the basis for
commercial value and pricing models.

Idea Generation can be done not just at the start of a project but also continuously and
iteratively throughout the early stages of the NBD process. WinOvations has found
that one of the most productive uses of Idea Generation is after the potential value of
meeting customer’s unmet needs has been determined.

The WinOvations Idea Management System uses the following steps to identify,
manage and prioritize ideas, leading to projects that ultimately have a very high
chance of success.

1. Two weeks prior to the session, participants are provided background
information containing key technical and marketing criteria for the area of
new business development focus. Participants are encouraged to explore the
functional attributes required to meet these criteria, and to arrive with a few
new ideas in the defined area of interest.

2. Raw ideas are generated in a group session using a variety of brainstorming
and idea generation techniques. Much of the idea-generation session as
practiced by WinOvations revolves around the concept of functional values.

3. The resulting ideas are prioritized by the participating group, and recorded.

4. After the session, WinOvations groups these ideas into the following broad
categories:

a. Specific Market Applications
Example: boat moldings

b. Broader System Replacements
Example: replacing nylon (a material replacement).

c. Competitive Processes
Example: replacing gas turbines with solar energy
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5. Within these broad categories, ideas are further grouped by common
functionality. WinOvations conducts this analysis to identify the competing
systems and processes, from which the system cost and performance models
will be derived in the Success-Wheel.

6. The Gut-Level-Screen and the earlier raw-idea prioritizations are then used to
prepare a bubble chart of these major groupings (showing overall Fit vs. Time
to Market). Based on this information, WinOvations then makes a
recommendation of which group and specific project to analyze first.

Clustering of the specific projects into groups sharing key commonalities is an
essential and unique part of the Idea Management System.

By integrating idea creation with functional values ideas are consolidated to become
an excellent source of potential projects for the next stages of the early stages, or
“Fuzzy Front End” in the WinOvations™ System. The results of one Success-Wheel
analysis conducted later can be applied to related projects in the same group, thereby
leveraging the information powerfully across related market segments.

I1l. Project Gap-Analyses:

WinOvations has identified a strong correlation between the probability of success
and “5 Essential Vitamins™ that any project must have to succeed®. These are:

Fit with the Gut-Level-Screen

Identifiable market need

In-use system cost/performance models (essential for value analysis)
Identifiable monetary value to both the customer and your company
Sustainable competitive advantage for your company

moowp

The Gap-Analysis assesses the current marketing and technical status of an NBD
project to see if these 5 Essential Vitamins are present. Typically, several will be
found to be missing or undefined. This is expected in the Early Stages of NBD
projects and helps explain the high failure rate.

Many NBD business teams are unaware of the criticality of the 5 Essential Vitamins.
Knowing what is missing becomes a starting point for redirecting efforts. This
analysis not only helps define the work needed to strengthen the project but also helps
clarify the prioritization of existing projects within a NBD portfolio.

The Gap-Analysis generally requires a 2-4 hour meeting with the technical and
commercial project managers. The initial meeting, usually held under a
Confidentiality Agreement, is a review of current information to assess the project’s
status. No new materials are required from the technical and commercial managers
for these presentations.
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The WinOvations deliverable from the Gap-Analysis includes analysis and reporting,
with an approximation of the odds of commercial success for the project “as is” vs.
the “Universal Success Curve” for NBD projects in large corporations using staged-
gate processes. More importantly, a plan of action is drafted to “fill in the gaps” and
substantially raise the odds of success.

IVV. The WinOvations Success-Wheel:

The WinOvations Success-Wheel is derived from over 15 years of successful new
business development activity for a “Fortune 50” company. Based on a proven
academic foundation®, we have benched-marked the Success-Wheel to have created
enormous value in more than 55 different NBD projects. The commercial success
rate for implementation of recommendations from Stage 4 of a typical seven step
Stage-Gate process (after a Detailed Analysis) exceeded 95%, versus the long-
standing global industry standard of 11%. This represents more than a Six Sigma
improvement (i.e. more than six standard deviations) in both speed and profitability.

The Success-Wheel uses a disciplined methodology to test key initial propositions for
success, asking the questions:

1. How is the function done, today and tomorrow?

2. What are the spoken unmet needs, today and tomorrow?

3. What are the competitive system costs, today and tomorrow?

4. What is the value in meeting unmet needs, today and tomorrow?

5. What is the winning strategy against the best in the world, today and
tomorrow?

This analysis is an iterative process that searches for the highest value opportunities.
It also identifies, “What are the unspoken customer needs and the value of meeting
them?” ldea generation techniques are especially effective at this stage of the
process.

The various project stages of the Success-Wheel can be summarized as:

a. Establish the Gap-Analysis and Draft Propositions (of fit, need, cost, value
and advantage) to design the research program

Conduct external interviews with customers & industry experts

Analyze results, construct cost models, validate value propositions

Document and report

Iterate the process as is usually needed, to “morph” the starting idea into a
winner, with modeled system cost-performance advantages vs. the best-in-the-
world alternatives. Then you know you can win.

® o2 o0oT

The heart of the analysis focuses on two critical areas: the first is establishing the
reality of proposed customer needs, and the second is establishing cost and
performance models for both “in-kind” and *“out-of-kind” competitive systems.
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The cost and performance analysis of competitive systems results in a clear and
powerful understanding of the key elements required for the winning business plan
including:

Strength of market application needs

Detailed understanding of product requirements & technical specifications
Basis of competitive advantage and competitor strengths & weaknesses
Understanding of value throughout the supply chain and how to share value
Basis of pricing strategy

Marketing communications positioning platform

00T

Depending on the findings from the first analysis, more than one turn around the
Success-Wheel may be required to capture optimum value. In most cases, even if the
first turn uncovers a negative value proposition, the analysis often opens up new
opportunities with significantly greater chances for commercial success (provided
they stay within the Gut-Level-Screen of top management). These new value
propositions are again tested rigorously in a second turn of the Success-Wheel.

In short, the WinOvationsS™ System typically “morphs” starting ideas into successful
projects through the Success-Wheel. Once a value proposition has been validated by
the Success-Wheel, the chance for commercial success increases significantly.
Experience shows that, once validated, the odds of success typically exceed 95%.

Personnel Selection Background: Rainmakers, or “Starters”

WinOvations is a licensed practitioner in the use of several standard personality
profiling instruments. A key to the WinOvations® System is that we have discovered
certain individual personality traits correlate to a remarkable degree with proven
NBD success >°’.

The Myers Briggs Type Indicator® (MBTI®) instrument is the most widely used
instrument for measuring personality types in industry, with over 2 million
assessments given annually in the USA alone. The MBTI® instrument is widely used
globally as well, and is available in many languages. We have developed a unique
MBTI® based approach specifically tailored to NBD to help identify potential
Rainmakers, utilizing the uniqgue Rainmaker Indexs. This index has shown a
statistically significant correlation with NBD profitability over more than a ten-year
time span. During the period benchmarked, profits from the individuals in the top
third of the Rainmaker Indexs out-earned those in the bottom third by 95 times (a
9500% improvement) >

WinOvations also facilitates the administration of other psychological instruments to
measure creativity. Both the MBTI® based Creativity Index (Cl) and the Kirton
Adaptor Innovator (KAI) Instrument may be used to measure individual creativity
directly. However, we have found that these indices do not correlate as closely with
NBD success as the Rainmaker Indexs".
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There is a role for all personality types in New Business Development. However,
individuals scoring highly on the Rainmaker Indexsv show greater potential to
identify profitable opportunities in the early stages of your NBD activity. But, to be
fully effective and to maintain focus, their high levels of creativity require business
discipline. This discipline is best developed through training and coaching,
especially during their first projects. WinOvations provides the specialized training
and coaching that these individuals need to become effective Rainmakers, who are
very adept at starting NBD initiatives.

Other personality types are required to finish and deliver the new products or services.
“Finishers” tend to be the opposite types from the “Starters,” and can also be
identified via the MBTI® instrument. It is critically important to get “Starter”
personalities in job roles requiring them to initiate NBD efforts, and “Finisher”
personality types in job roles requiring them to deliver the finished product concept to
customers.

Personnel Selection, Training & Coaching Programs, Cont’d:

The WinOvations™ Training System consists of the following elements:

1. Personnel Profiling: The MBTI® instrument is first filled out by each individual
who is participating. This can be done online through www.winovations.com.
WinOvations tallies these results, and if a group is involved brings the results for
each person to the group discussion session that follows. WinOvations then
conducts a two to four hour session with the NBD business team to explain the
methodology and objectives of the MBTI® profiling instrument and to establish
the individual profiles fir each individual, and for the group as a whole.

This is an excellent group exercise that gives individuals an opportunity to better
understand their personality. Participation by individuals in these sessions should
be voluntary. WinOvations releases assessment results only to the individual
concerned and does not share these results unless the individual agrees, or the
results become common knowledge.

Formal NBD Training Courses: The training program WinOvations typically
recommends contains the following two elements:

a. A half-day “management awareness” session ensures that the organization and
its management understands the goals and methodology of functional value
marketing using the WinOvations®™ System.

b. A two to three day “skills training” session for Technical Service and
Development, Sales, Marketing and New Business Development personnel
directly involved in growth initiatives, improves understanding of the
customer interview and data analysis methodology required to discover and
understand functional system values.
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The content may vary from generalized introductions to detailed programs,
including, for example, customer interview techniques, developing system cost &
performance models, and methods of uncovering customer’s unspoken needs.
The WinOvations™ System and toolbox is fully compatible with the front-end of
most stage-gate NBD processes and can be customized to fit a client’s specific
approach as required.

The training courses are essential to familiarize business teams with the
WinOvations concept and methodology and are required to:

a. Smooth the integration of the WinOvations® System into existing
processes,

b. Manage the expectations of the business and research groups,

c. Help team members understand the goals, timing and methodology used.

3. Personal Coaching of Potential Rainmakers: The profiling and training sessions
are essential for identifying potential Rainmaker candidates, and ensuring that the
organization understands the goals and objectives of a WinOvations program.

But, in practice we have shown repeatedly that it is virtually impossible, even for
gifted potential Rainmakers, to develop the level of analytical skills required
without personal coaching. To become fully effective, potential Rainmakers
require a high level of coaching initially, especially for their first project or two.
Coaching through one or two turns of the Success-Wheel typically lasts from
three to six months.

Training and coaching individuals in the WinOvations™ System enables your
business to routinely achieve more than a Six Sigma improvement in new
business development speed and profitability™"#°.

V1. Creating More Innovative and Effective Group Cultures:

It is usually a very difficult and slow process to change corporate cultures. For
example, using traditional approaches, it took Jack Welch over 20 years by his own
reckoning to get GE 50-60% of the way towards being more innovative and agile.
Most managers do not have this much time, and even Welch would have liked to
move much faster®.

By applying the following principles, we have proved that it is possible to transform a
relatively non-innovative culture into a highly innovative, and effective culture in
under four years®:

e Personality is of utmost importance in industrial innovation.

e The top third of MBTI® based “Rainmaker” (or “Starter”) personality types
can out-earn the bottom third by 9,500%°.

e Personality, including creativity, is determined to a large extent by nature, or
genetgics, as determined from the long-term study of identical twins raised
apart”.
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e Cultures therefore have a distinct personality, which is the average personality
of the key decision makers within the group. The underlying reason that
cultures have previously been nearly impossible to change quickly is they too
are determined to a large extent by nature, or genetics, while this has not been
widely recognized.

e Cultures are measurable, by measuring the personalities of the key individual
decision makers, and averaging the results.

e Since creativity is a measurable personality trait, the Creativity-Index of an
entire culture can be measured.

e |t is very difficult to change organizational cultures without changing not just
the people, but the kinds of people within those organizations.

o Creative people (Rainmakers or Starters) need to be in job roles requiring
them to innovate, or start new business development concepts and not to
implement or commercialize them.

e Finisher or Value Builder and Enhancer personality types need to be in roles
requiring them to implement new business development concepts and not start
them.

e The mix of Starters and Finishers in a group needs to be continuously
adjusted depending on what needs to be accomplished at that point in time.

e The group mindset or culture of an R&D group chartered with creating
discontinuous-radical-breakthrough types of innovations should be more on
the Starter side than the Finisher side, while recognizing that both types are
needed, in varying proportions (and in different job roles), for any group to
function well.

e New business development training and coaching is needed, particularly for
the often difficult-to-manage Starters, to ensure they work on opportunities
with value to customers.

Raising the creativity of an entire organizational culture has been quickly achieved,
by raising the level of creativity of the key decision makers: both scientists and
managers. This was done, simply by bringing in more creative individuals.

Exhibit 1 shows that the average Creativity-Index for the group of top managers and
scientists rose from being substantially below the national average, to substantially
above the average in less than four years. Such a deliberate and rapid cultural shift
has never before been documented, to the best of these authors’ knowledge®.
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Exhibit 1. Increase in R&D Group’s Creativity
As Measure by MBTI®-Based Creativity-Index
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[This simple-sounding approach - of bringing in more creative people when
greater creativity is needed - is actually a significant breakthrough in thinking.
Virtually all creativity gurus claim that they can make the people in your existing
organization more creative — if you pay them enough.

The traditional approaches involve motivational pep talks and creativity exercises
like playing with pipe cleaners or wearing different colored hats. However, we
have yet to see even a single well-run study quantifying a long-term improvement
in group-creativity from such traditional approaches — unless more inherently
creative people are brought in at the same time.]

Of equal importance to raising the creativity of the group is getting the right people in
the right job roles: “Rainmakers” or “Starter” personality types in job roles requiring
innovation, and “Finishers” or “Value Builders” in job roles requiring implementation
and commercialization. In the group studied, this too was achieved in under four
years, as shown in the Exhibit 2, and contributed to making the group much more
effective.’
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Exhibit 2. Percent of Match of Personalities with Job Roles
Starters in Starter Roles, and “Finishers” in Finisher Roles
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The increased effectiveness of the culturally transformed group (a large industrial
R&D group) is quantified in the metrics shown in Exhibits 3 and 4. Exhibit 4 shows
that the research conducted by the culturally transformed group added more than $3
billion in value through 2003, which is on track to climb to $6 billion within the next
three years®. That is outstanding from a group that previously created no new product
lines for several years, and had been on the block for divestiture.

The learning from this effort has been distilled into a five step process, which also
provides six new Forward-Looking-Metrics to ensure that your NBD efforts will be
profitable in the future. These new forward-looking performance metrics provide
NBD managers the tools to use to manage and measure their performance day by day.
When followed, the future NBD success rates are remarkably high: between 84% in
one ten year longitudinal study, and 95% in another. This compares with normal
success rates of 11% at the end of the early stages of NBD assessment, (and only 60%
success rates upon launch).
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Exhibit 3: Five-Step Approach for Improving Innovation & NBD Effectiveness
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Exhibit 4: Six New Forward-Looking-Metrics That Predict Future NDB Success
Rates of 84-95% (vs. the Benchmark of 11% After the Early Stages of NBD Analysis)

Case Example Reported from Dow Polyolefins and Elastomers Business, in publication appearing in Research-

Technology Management, late 2008
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Exhibit 4. Value in Dow Polyolefins and Elastomers Business, Created by the
Cultural Innovation-Transformation, Exceeded $6 Billion through 2004, and Has
Grown to Exceed $23 Billion through 2008 (Exhibit 3)
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The first time it took less than four years to change a culture using these tools, which is
relatively fast vs. the standard approaches. Since then, we have proven through
experience that it can be accomplished in less than one year.

Survival of the Fittest NBD Approaches:

WinOvations provides a complete and proven “best practice” program for the early
stages of new business development, which has evolved over more than 20 years of study
and reduction to practice in major multinational corporations. Many approaches sound
like they should work, but actually don’t when implemented in major corporations.

These have been culled based on experience and our deepening theoretical framework.
Only the fittest approaches - with quantified performance benefits proven over time -
have survived and been incorporated into the WinOvations system.

If you are interested to learn how we can tailor these programs and new tools to fit within
your existing NBD process, please contact us at:

WinOvationss, Inc.
4850 Rivers Edge Drive, Suite 1200

Mt. Pleasant, Ml 48858, U.S.A.
Tel: 1-989-779-7790 Fax: 1-309-276-7920
gstevens@winovations.com
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