>
THE CONFERENCE BOARD @

The Conference Board Special Webcasts
January 18, 2022 09:00 AM ET [09:00] (New York), 03:00 PM CET [15:00] (Brussels), 10:00 PM SGT [22:00] (Singapore)

F P @ "'_1

>

IHE CONFERENCE BOARD @

INNOVATION
ACCOUNTING: HOW
CAN YOU MEASURE

YOUR COMPANY'S

INVESTMENT?

1 © 2022 The Conference Board, Inc. | www.conferenceboard.org



Making the most of the webcast

Ask Questions
(via the Q&A box )

Share with your

colleagues
(available on Demand)

Start Group
chat

Group Chat

Download
resources

Available Resources
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CPE (NASBA) Sign up for available CEU

credits

v" Click the link in the CEU Request Widget to sign up for credit m m

v’ Stay online for the entire webcast
v" Click ‘ok’ for 3 popups that occur during the program

v’ Credit available for participation in live webcast only
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Panelists:

Dan Toma
Founding Partner
Outcome

Bio

John Metselaar

(Moderator)

Co-Leader Innovation & Digital Transformation
Institute
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INnovATION PcooouM"mﬂ:
How to medsure And
Account Sor mnovation

Dan Toma
Co-Author The Corporate Startup & Innovation Accounting
Partner at Outcome
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ﬁ practical guide for measuring your
mnovat ion ecosystem’s performance
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| rate Startup
§ How enterprises can develop
f successful innovation ecosystems
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s Written by
Tendayi Viki
Dan Toma
Designed by
Esther Gons
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THINKERS

50

The (lean) startup expert for
big businesses.
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OUTCOME

INNOVATION-LED
TRANSFORMATION

Driving growth over the next decade
will require innovation more than ever before!
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The value of fnancal documents 15 o\roppinﬂ

Investors are looking for alternative sources of
information when it comes to their
investments.

Percentage of investor information

1993 1997 2001 2005 2009 2013

w== financial reports «m non dccounting SEC filings «a Analyst forecasts
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The need for mnovation nooouM"\V\ﬁ

Revenue

5 successful companies that weren’t profitable
for the first 5 years:

financial
® FedEX Accounting
e Amazon
e Turner Broadcasting System
e ESPN
e Tesla

Time
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Conundrums ot linancial Accounting

1. In spite of its fact based nature, financial accounting is a poor tool
for understanding the potential of a new company, or of a new idea
within an existing company.

2. Accounting-based financial reports show only the final outcome of
asset deployment: revenue & earnings.

3. The financial accounting system can’t measure something that
hasn’t happened.

4. The most valuable assets are not financially recognized.
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Innovation Accounting
/ina-ve-sjun 3-kao-nt-in/

“an organized system of
principles and indicators
designed to gather, classify,
analyze and report data about a
company'’s breakthrough and
disruptive innovation efforts -
working to complement the
existing financial accounting
system”.



How does an wnovation voosystem work

MARKET
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INNoVAT DN Pmoounhng at all layers ot the orﬂnnwahon

STRATEGIC
innov ation accoun ins
ec.o.mtem
Mea.surm
@ funnel
Meaaurm

teams
Measuring
Culture &Capabnlntne.s
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MANEGERIAL
= : = innov ation accouli
Innovation Accounting is part of the

management block but it manifests
itself across all layer of the

organization. TACTICAL

innov ation accoun m3
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Perlormance and results

Input indicators: Performance indicators: Result indicators:
e Result of other activities e  Measure the process e  Measure the
e Can be influenced by actions outcome/impact
e Arereal time or have short delay e Can't be influenced
e Reflect the value creation process but can point to the
® Can be extremely detailed and source of the issue
customized e Are mainly lagging
e  Are generic and/or
cumulative
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Mmeuring Yeams

KPIs

Depend on the ideas’ maturity (eg. p-s fit vs. scale)

‘Learning velocity’ and ‘Experiment to learning ratio’

for early stage ventures are good examples
AARRR business model specific measurements for
later maturity stages (eg.: conversation rate, cart
size etc.)

Depend on the ideas’ maturity

Financial indicators for mature businesses
Confidence in the ideal progress in to the next
maturity level (confidence the idea’s desirability,
viability or feasibility respectively)
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Measuring
funnel

Mcl.surin,
teams

Measuring
Culture &Capabilities
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MeAsuring and managing the pipeline

KPIs

Weighted value to cost ratio
Standard deviation for value

Percentage of ideas progressed from one stage to
the other

Average cost per maturity stage

Estimated likelihood of progression to the next stage

Value to cost ratio
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M&ﬂeurihg the ecosystem

KPIs

- Portfolio Distribution
- Innovation Funnel Investment Distribution

- Cost of Innovation

- Innovation Profitability Ratio (IPR)

- New-to-existing Profitability Index (NEPI)
- New Product Vitality Index (NPVI)

- Efficiency of Innovation Investment (Ell)

- Average Time to Sustain (ATS)

- Average Funnel Conversion Rate (ACR)
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Medasuring culture and capability

Identify
attributes

Ahalyze results

= Measure these
attributes.

>

Measure the

improvement
program

D ; 3 »
the

attributes
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Mutually supporting wdicators
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Benehits of hﬂv'mg AN INRoVAT DA Pmoounhng Systom

e A way to take data based decision regarding your
Innovation ecosystem

e Track the cost and the impact of innovation in your
company.

e (et earlier feedback on your innovation strategy. Financial
results take time - innovation accounting can provide
earlier feedback and help adjust the strategy

e Get input regarding the intangibles
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Principles of an nnovation Aecounting System

Company wide system Abstract information Surface intangible assets

0 9 uomon 9
«W monmou &
lomomoiio

Highlight risk of disruption Bring focus on critical

success factors

¢
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You ean't do it pen and paper

Innovation accounting is a complex affair, you can start measuring
iInnovation with pen and paper but once innovation grows in your
company you need a software tool.

SATORI will help you:

- measure the cost of innovation
- measure your innovation strategy
- understand the potential value of your innovation funnel

More info: https://satori.weareoutcome.co/
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Innovation accounting is more than just measuring a team or a
single part of the organization. Innovation Accounting is a system
of measures

Innovation accounting won't replace standard financial
accounting, it will complement it. Both are needed

You can’t talk about innovation accounting if your organization is
not mature enough innovation wise

Managers can’t influence results they can only influence the
process, therefore measuring the process is important

We change what we measure so let's measure what we value




DDV\“’“O"' Email: me@danto.ma

Website: danto.ma
thecorporatestartupbook.com
iInnovationaccountingbook.com

Twitter: @danto_ma

LinkedIN: linkedin.com/in/dantoma/
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Typreal steps W creating A compAny wide nnovAtion
Accounting system

#1 create a definition of innovation

#2 understand the maturity of the organization

#3 get buy-in for the implementation of an innovation accounting system

#4 implement a company wide product lifecycle and establish the KSFs for each stage.
#5 define the KPIs and KRIs most relevant for your company

#6 implement a Venture Board process, train manager and create the accompanying artefacts

#7 pilot the system in 2 business units

#8 review, adjust, scale
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