Organising for ideas   (ECN, European Chemical News, 12-18 July, 2004. Page 24-25)
As Mike Zeitler, general manager of the newly created innovation unit within Akzo Nobel's chemicals division says: 'Innovation is one of the pillars of our strategy and essential for future growth and renewal of our business.' His thinking is mirrored directly at BASF, where Robert Maerkl, senior vice president research chemical engineering, notes: 'Innovations are essential in driving profitable growth...enhancing product range with sustainable, efficient and customised solutions is a primary goal for BASF.'

But how do these two majors go about fostering innovative ideas within and even outside their businesses? And how does it compare with the new initiative at Bayer, which has just established the stand-alone Bayer Innovation GmbH (BIG) 'to identify and evaluate innovative project ideas'?

The innovation unit at Akzo Nobel is designed, explains Zeitler, to broaden the basis for new ideas and make business development more productive, by encouraging cross-fertilisation and networking both inside and outside the company. ‘Filling the development pipeline and speeding up the process from idea to commercialisation are equally important,’ he notes.

The innovation unit does not carry out R&D (research and development), he stresses. Its main role is the search for new ideas, or ‘ideation’, to promote cross-business unit synergies and to select projects, or ventures, that have the best potential.

The unit stands outside the business unit structure of Akzo Nobel and can draw on its resources as ideas are found and developed. Successful ideas can then be returned to the business units for exploitation or can form the nucleus of new business units for the future.

Under his management, the unit has a number of venture managers each tasked with progressing an idea through various stages at which it can be presented to a venture panel for approval for further development and eventually funding. This panel consists of the director of strategy at Akzo Nobel Chemicals, and the heads of the salt, polymer chemicals and Eka pulp and paper chemicals business units.

Zeitler likens the unit’s way of working to that of a funnel – the innovation funnel – which is a process to manage and stimulate new business concepts and continuously drive these to commercial returns. The funnel consists of five stages – ‘ideation’, elaboration, concept testing, building the business and scale up – through which ideas pass to realisation. If 100 ideas enter the wide mouth of the funnel, then perhaps 1-2 may come out of the other, much narrower, end.

Between ideation and elaboration, a brief ‘idea capture document’ is produced, while after around 60 days, a larger ‘venture brief’ is worked up. After a further 120 days, if the venture is still travelling down the funnel, a more detailed ‘venture plan’ is written, The successful outcome takes the form of a business plan, which should lead within 1-3 years to a viable business, prior to its scale up to full commercialisation into a self-sustaining entity within 4 years.

That at least is the theory. To keep things moving and cut bureaucracy, the venture brief, says Zeitler, should be only 5-10 pages long, with a maximum of 20 slides, and answer the key questions. The presentation to the venture panel at this stage should take only an hour and a decision is made on the spot on whether to proceed further or not. The venture plan is 30 pages long with up to 40 slides and can take up to 90 minutes to put to the venture panel. It contains a full business plan and again leads to rapid decision. The benefits of this defined methodology, with tools and stage-gating, are ‘a fixed timeline, defined deliverables and external validation’, points out Zeitler. A number of ventures are currently nearing the end of the funnel, he adds.

[image: image1]
Source: Akzo Nobel
BASF’s approach to innovation has been markedly different, but shows signs of changing and becoming less centralised. The overall strategy, explains Maerkl, has tree components: process innovations, product innovations and market innovations. ‘This is greatly served by an organisation formed as an integrated whole [BASF’s now-famous Verbund concept], where successful research combines market stimuli with scientific discoveries.’

BASF spends around 980m Euro/year on R&D, with more than 80 % financed by the operating divisions. Some 85 % of the R&D effort is centralised in Ludwigshafen, Germany, a figure, says Maerkl, that BASF now wants to reduce quite significantly to put its R&D effort closer to regional markets. Corporate research accounts for 19 % of BASF’s R&D spend. Last year 60 % of R&D spend went on product innovations and 40 % on process innovations, including methods development.

Much of the research effort revolves around three core technology platforms – chemicals research & engineering, speciality chemicals research and polymer research – which feed into the company’s four main chemical businesses in varying proportions: chemicals, plastics & fibres, performance products and agrochemicals & nutrition.
However, there are a number of ‘open technology platforms’ which are more cross-functional. As an example, Maerkl cites the centre of excellence for micro- and nanostructured systems, which feeds into all BASF businesses. For instance, it has led to development of carotenoid microparticles, Variochrom pigments, UV-curable coatings and fibre-protection in laundry applications.

One of the biggest changes in the way BASF approaches innovation in recent years has been its approach to collaboration in R&D. It has used this approach for exploratory research for many years, but in 1998 embarked on more focused collaboration in plant biotechnology to capitalise on additional growth opportunities in the new agro markets. And in 2001 it set up BASF Future to provide venture capital funding to start-ups in the materials science sector.
The strategy in these cooperations, explains Maerkl, is to bring the development inhouse as the capital investment required rises as the development moves from basic discovery research to product development and investment in production capacity. BASF is not in the game to license out the fruits of collaborative R&D – preferring to feed its own portfolio and commercialise innovations itself.
There are, he adds, a number of motivations for cooperation in innovation. These are:

· Creativity and ideas of external partners

· Insight into emerging and new technologies

· Acquisition of valuable know-how

· Speeding up projects sharing risk and costs

· Increased flexibility insight into customer requirements

· And benchmarking of BASF’s own professional standard in R&D.

Last year, BASF spent 51m Euro on R&D cooperations, counting no fewer than 1083 projects. Of these 906 were based in Europe, with 123 in North America and just 34 in Asia. The proportions of collaborations outside BASF’s home base of Germany rose steadily in the late 1990s, so that now the split in roughly 50:50 Germany versus elsewhere.

These cooperations take a number of forms: consulting – a low cost way of looking for new ideas and creativity; bilateral research contracts – with defined schedules and work programmes with universities, companies and research institutes; research consortia, some with public funding and involvement with customers and even competitors; and screening contracts – for acquisition of substances for research in crop protection.

As examples of recent collaborative successes, Maerkl cites process development and plant design for PBT with Toray; powder slurry coating (with DaimlerChrysler and Durr Systems); fuel cell for electric cars (DaimlerChrysler, Ford and Ballard) and several development in performance chemicals with the ‘big soapers’.
Summing up, Maerkl offers four reasons why BASF is unique in its R&D and innovation: its powerful knowledge Verbund, open technology platforms, alliances and cooperations and its market- and business-driven focus.
Zeitler and Maerkl discussed these R&D strategies at the recent AIChE colloquium on Innovation in the Chemical Industry at The Hague, Netherlands.
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