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A broader view...

— A broader view of risk

« Probability of ‘something bad happening, or the
probability of not profiting from an opportunity’

— Other types of risk/audits
* Reputational risks
» Environmental risks
 People risks
« Health and Safety
— Strategic planning
« Scanning the environment...
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Risk management

» Corporate governance and management responsibility
— Risk register
— Audit committee
* What sort of risks ?

— Financial
« Usually probability of financial loss
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Impact of technological innovations on
industries and industry structures
» Technological innovations have the ability to not only give

rise to new types of companies and entire new industries, but
also to destroy the old ones in the process

» Assuch, itis a legitimate and necessary element of the
corporate risk management portfolio
— Threats and opportunities — all industries are targets
— Industry shattering innovations typically come from other
industries (...don't know where and don’t know when)
— ..and it happens to the best

Competitive impact of innovations

Consider now as an example the impact that various waves of
technological innovation had on the structure of the entire
active electronics industry...
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Warning !! ﬁ

“... the disturbing regularity with which industrial
leaders follow their core technologies into
obsolescence and obscurity” Utterback

+ Just don't see the benefits

+ Vested interests and investments
+ Resistance to change

+ Complacency

“We should not be surprised then, that very often
radical innovations come from ‘outsiders’....

and industry leadership changes hands”
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* “One common theme to all these failures,

however, is that the decisions that led to failure
were made when the leaders in question were
widely regarded as among the best companies in
the world

« ...these failed firms were as well-run as one could
expect a firm managed by mortals to be - but that
there is something about the way decisions get
made in successful organizations that sows the
seeds of eventual failure

¢ In well-managed firms, good management was
the major reason why they lost their position of

leadership”
Christensen
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WE KNOW YOU WANT TO HEAR ABOUT DUR LATEST GENE SEQUENCING
FACILITIES AND NEWEST CYTOPLASMIC REPLACEMENT TECHNDLOGY.

BUT DOLLY INSISTS ON TOP BILLING.
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LINDA GRIFFITH IS BUILDING TINY HUMAN LIVERS ON
SILICON CHIPS.THESE LIVERS AREN'T REPLACEMENT
PARTS, THOUGH.THEY'RE THE CORE OF A SYSTEM
THAT COULD REVOLUTIONIZE MEDICAL RESEARCH.

Biology in Silico

Computer muodels could revolutionize drug development
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Manotech-beyond the hype
Red hat chips

Bugs s catalysts
Geagrphy of the internel

The quest
for the
protein chip
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Innovation...a source of strategic
threats and opportunities

“Wave of creative destruction”

» Some innovations have industry
shattering characteristics

Generically, innovations pose
strategic risks to every company
in every industry

— Threats and opportunities
— Uncertainty: what, when, where

Schumpeter

|A risky business indeed...

Voicesofinnovation

Nobel laureate
Stormer’s goal:
Transistors
that bond

and assemble
like molecules
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September 2005
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A complicated business...

» Which competitors do firms monitor ? Usually the ones that
are in the same business. However, the most threatening
may very well be one with a totally new concept...

Conclusions...
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