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The Company

Estonian SME, established in 1991
ISO 9001 certified

World recognition and 20+ years experience in Laser Remote
Sensing and Specitral Fluorescence Analysis

R&D, manufacturing, application

Privately held, 20+ people organisation



SFS-Scanner




The Products

Laser Induced Fluorescence LIDAR technology

LIF
Telescope with «~ spectrum

Spectral detector

SENSING
BEAM




The Products
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Innovation Funnel

The funnel of development

roduct launch
go/no-go  go/no-go

Matt May eld, 2008 presentation
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Why s Selection important

No Portfolio

Management means

Immediate Result

End Result

Many projects added
to list

Resources thinly
spread

Inefficiency, Increased
time to market

VWeak decision points/
poor Go/No Go
decisions

Too many mediocre
projects, good
projects starved

Too few real winners

No rigorous selection
criteria,

Wrong projects are
selected

Many failures

No strategic criteria
for project selection

Projects lack strategic
direction

New products do not
support business
strategy

David Probert, Cambridge 2012 et al




Efficiency

0.9

0.68

0.45

0.23

Joo many projects = inefficiency

2 3 4

Number of projects

David Probert, Cambridge 2012 et al




Goals of Selection & Portfolio Management

» Maximise ROI of the limited resources which can be
applied to new developments

» To achieve balance and focus to the portfolio
» To reflect the organisation’s strategic needs

» Fast, efficient, transparent decision making

David Probert, Cambridge 2012 et al



Non-financial methods : Scoring Systems

» Score project proposals on aspects other than just
financial estimates

» Use as the basis for discussion and differentiating
between options

» Focus on relative scoring, not actual score

David Probert, Cambridge 2012 et al



Market Opportunity - Reward

Rating

0 2 4 8 14
Key Items
Increased Sales / decreased
costs in first 3 years after None / None €1 million / 10% €3 million / 15% €5 million / 20% €10 million / 30%
launch

. Competitive Intensity of | Market saturated by all large A,t le?st 1 large competitor  Many competitors but none Some competition but low LDl only company that can
a Market competitors with signifcant market share of the big brands / medium market penertation (<x%) andar markat
g (>s%) market penetration (x%)
5 A lot worse that in our main Similar margin to main .

Market Profitability business Slightly worse margin business Improved margin Significantly better margin

Time limited Market
Opportunity to enter new ; Old Market & New New Market & Old New Market & New
market / Leaming Old Market & Old Technology Opportunity & Old Technology Technology Technology
Technology
Not certain but little
Certainty over dead end / Entire group of products All business areas and
. Future Synergies one off product evlde:::; ;:l;tfsuture At least 1 product affected aff I product lines affected
c . .
Passive Interest, some Enquireries from potential
S Customer need / Customer PO IORTEE. # ©e us Uttie Interest, ne Eds.m oy general needs expressed / users with specific needs Demapdlng product/ Eye-
expressed / No unique guessed / some minor ) . . ) catching benefits. Talking
Impact Some unique benefits but indentified / Clear unique .
benefits benefits point at conferences
need to explain them benefits




Technical Feasibility - Risk

Rating 0 2 4 8 14
Key Items
Market / Technology likely to
Time to Market have moved on before > 5 years 5 years > and > 2years 2 years > and > 1 year <1year
product is realised
No fit with current chain. No Many key components At least one key compone'nt Few required, but none for '
Fit to existing Supply Chain knowledged of possible  required from new suppliers, required from a new supplier, No new suppliers required
key components
suppliers few to choose from many to choose from
a All key skills missing and . L Many key skills missing, all Som.e new s.kills reguired but All key skills already acquired
& Most key skills missing, some ) readily obtainable in the local
< Skill and Labour requirement| absent from local labour absent from local labour avaliable in local labour labour market / can produce / processes available full
5 / Manufacturing process | market, very labour intensive market / manufacturing production if required,
market / can produce at least X all but one key component
availablity / no in-house manufacturing 1 kev component capability for key component but bility can be outsourcing production not
process capable i po cannot be introduced capa an issue
introduced
Key players poorly En:;e driz:;n:er:::do?ut Direct experience and good Experience of and good
Routes to Market / Channel i undertstood / At least P relationship with some key knowledge of entire route to
Unknown / None existing . contacts / Existing channels
Capability channel exists but players in the chain / Current market / Current channels
uncerntainty over suitabliti could become capable, new channels probably capable more than capable
ty Y channels identified pr y capa pa
Required to realise both
Alignment to long term immediate and long term
Strategic Fit / Impact on Inhibits strategy / Negative No impact / All impact V::::t:ilimgn::n:::;t:‘t::/t/ strategy / Steady long term  strategy / Large measurable
existing business impact on existing business coincidental pact, positive impact but postivie impact, likely to lead
unclear . . .
M unquantifiable to a direct increase in sales of
§ other products
No experience, only gut Some formulated ideas but  Some areas known well but Ex?nn:i:: ::‘: :no:::::ge ne rket,p:a':.:mogz is"o:t::;n;f
Knowledge of the Market feeling. No idea how to sources unreliable and weak many gaps. Own sources of €q €

gather information understanding information are no

updating, know where to find information actively feeding

reliable sources updates to the company




Exercise

» What considerations must you bear in mind in the
design of a scoring system to prioritise projects?

» What difficulties might you encounter in applying the
tool?

David Probert, Cambridge 2012 et al



Scoring systems

» Good for

» Early appraisal

e Supporting exploratory initiatives - Complex, multi-stage,
projects

» Relative ranking and selection

» Must give way progressively to “harder” valuations as projects
mature

David Probert, Cambridge 2012 et al



Choosing Evaluation methods

Full business plan
Financial Valuation

Risk / reward analysis

Strategic balance
Scoring methods

Opportunity ldentification

>

Basic research  Targeted PaSdPREER Eambridge 2012 r@duct

Commercialisation
research development development
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PESTLE Analysis

» Political » Technological
» Growing concern over e Gap in current capabilities
security of supply » Number of suitable
e Natural Disasters, sensors, reg. integration
Terrorism, day-to-day » Legal
* Economic ® Regulations, standards

o Polluter Pays * Environmental

» Social o Limited water resources
® Changing view on Health



Porter's 5 Forces

» Rivalry from existing competition

e Large, state run, closed market, established

» Threat of substitution
e Larger companies taking over, muscling out LDI

» Competing technology

» Threat of new entrants

¢ Rival standard

» Bargaining power of suppliers

® Partners, Architecture suppliers, access to utilities

» Bargaining power of buyers

Govn’t contracts
LDI needs them, they don’t need LDI



Minimum Viable Product

* The minimum set of features needed to learn from
early visionary early adopters

® Avoid building products that nobody wants

® Maximise learning per euro spent

» Probably more minimum than you think!

» Applies to both internal and external product
development



EARLY DETECTION
SYSTEM FOR OIL
ON VVATER




Specific concepts

|dea already developed
One of several products/projects in LDI’s portfolio

Ansoff Matrix




Specific concepts

Disrupting Dominant design and incremental innovation
Technology S curve

Product attribute perceptions: Relative advantage, Observability, Trialability,
Compatibility, Complexity
ISAEP — Range finder
QCT

Over confidence in NPI




Competition

Sy




General concepts

Product redesign — metal, surface treatments, machining
Experiments

New Variants

Accessories

Kits

Quality Control (in house and in the field)




General concepts

Context - Where will the product be used? How? By Who?

Purchasing - Who will decide to purchase? Is this the same as the user?
Functionality - Minimum features required?
Use cases

Further development - which direction to move:

Turbo ROW, ATEX, Scanning, Identification
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Product Discovery & Concept Development
Summary

Lots of places to get inspiration from - tricky part is selecting good ideas to pursue

|dea selection - No one way, assumptions important to revisit regularly

|ldea selection - Move to more financial “hard” selection as product refined

Concept development - Both Technology and Business side of product need to be

developed in tandem

All parts of the business / project plan must be good



Thank you for Listening
Any Further Questions?

@DaveEstUK
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Value of a single-stage project with uncertain outcome

25%

w— Sales 75M
20M

75%
Stop

Net Present Valq_g.(QPV):
75 x 0.25 - 20 =@

_—




ok~ NPV

Expected Commercial Value (ECV):
75x0.25-2.1= 16.6 (not -1.25)

(Because probability-weighted cost is
0.5 x1 + 0.15 x3 + 0.07 x8 + 0.03 x20 =@

50% 70"/; 80% 90%,_ sales
. 1 2M 5M ¢ 12 75M
50% 30% 20% 10%
Stop Stop St'op Stop Success
Probability 50% 15% 7% 3% 25%

Outcome 4\ .3M -8M 20M  +75



Customer Satisfaction

Kano model

. A :

Delighted Delighters:

t . *_Performance
Immediate
Happiness
Not Basic
Happy
Disapointed ¥ Low High
< >

Degree of Implementation



Classifying Customer needs for SFS-portable with the Kano model

A .
Delighted ~, Delighters:
* One-touch operation ) Pe rfo rmance
* Wireless data transmission Re
. Extra Sample Cells S . Sensitivity
e  GPS location tagging o . Spectral Range
* Additional Sample Libraries
- . Size
9 . Weight
t)’ . Improved Software
S Immediate . Scan time
1 Happiness _
U .- .
ool .-
“w | -
E o © e © & o o
€ Not Basic
8 HaPP)’ * Can operate for | day on | charge
g . . Standard Library
U *Works in all operational environments
. Can connect to PC
Disappointed v, Low High R

Degree of Implementation



