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Excellence in service innovation

f you fail once you get promoted, if you

fall twice (so long as its not for the same
thing!) then you become VP”

to give the consumer a premium service in a purpose-built
iD design studio. After a very successful initial period at the
Nike Town store in London, the NIKEID experience is being
rolled out to key stores across the country.

Nike is also turning to experts when developing its Nike
Football retail concept, offering customised boots, with
the option of buying the left and right in different sizes.
For the flagship Nike Town store it has recruited 22 keen
footballers to staff its new ‘Boot Room’.

Nike collaborates at a high level with Apple (offering
customers the Nike+
running system, which
links i Pods and Nike
running shoes) and
with independent
digital marketing
agencies such
as AKQA and

Wieden+Kennedy to develop its marketing and advertising
campaigns. Simon described them as “one team pulling in
same direction”.

Nike has a culture that encourages its staff to take risks. Simon
said he would go as far as to say that, “if you fail once you

get promoted, if you fail twice (so long as its not for the same
thing!) then you become VP”. Simon has 50 staff based in

the UK and he pushes them to take risks, making them feel
empowered, supporting them even if they fail (see page 32).

The company creates an environment where
best ideas win and there are four Nike
principles that guide everything they do:

1 Innovate
2 Inspire
3 Connect
4 Care

Everyone is challenged to achieve a
balance of these and employees are
rewarded for demonstrating them. These
core principles are what underpin the
brand and make it so successful.
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Steria specialises in providing IT services, managed services and business consulting for a wide range

of private and public sector customers. It strives to empathise with its customers and ‘get under their
skin’, getting as close to them as possible, looking at their issues and problems as if they were their

own, and coming up with innovative solutions.

One example of its close collaboration with a customer
to provide an innovative solution is in managing taxi
despatch at Heathrow Airport for the British Airports
Authority (BAA).

There are approximately 7500 independent taxis operating
at Heathrow Airport and BAA required that taxi capacity
matched the demand from travellers. The existing system
was proving inflexible: unable to cope with Heathrow’s
constant change and expansion, difficult and expensive

to maintain and insecure. The system was also open to

a certain amount of abuse. In addition, BAA wanted a
charging system that could identify more environmentally-
friendly vehicles, charging them at a lower rate and
reducing vehicle pollution levels.

Steria’s solution was based on RFID tagging of each vehicle
and provided BAA with the ability to predict and meet taxi
demand at the terminals, making it fairer to the drivers —

a key in eliminating system abuse. It was also flexible and
scalable, to meet the increased needs resulting from the
opening of Terminal 5. Steria provided round the clock
support to keep the traffic flowing and flexible charging
and control mechanisms to help lower pollution levels.
And the system design means that it can be extended to
cover all service vehicle and shuttle bus movements at the
airport if this is required in future.

Steria frequently applies pre-existing technology to provide
innovative solutions for their clients. But, what stands out
about their approach, is the extent of engagement with their
customers and the levels of trust that they have built with

them. This means that Steria isn’t trying to second guess
what to supply, but can work on developing and bringing
together a service solution that is effective, efficient and
really does the job that the customer needs. Essentially,
Steria acts as a hub in the innovation supply chain:

m |t meets with the customers and tries to understand their
real needs both now, and in the future

m |t takes the information to software developers and gets
them to develop/customise a range of different systems
and software packages, and

m Steria then integrates these and delivers a bespoke
solution to the customer, together with all the IT support
and training that they require.

Steria promotes good informal relationships with its
customers, potential customers and suppliers, via
meetings, and participation in exhibitions and hospitality
events. Its staff participate in supplier user group meetings
informing other companies in the supply chain of end user
requirements, thus producing a shorter and more effective
‘feedback’ loop and user focused R&D activity, to the
benefit of all concerned.

Steria values formal and informal relationships at all levels
in the organisations that it works with, appreciating that,
as Martin Waters (Commercial and Operations Manager)
told us, “it is often the people at the grass roots level who
know the real problems”. The key to getting at these real
problems though is to gain trust at senior management
levels so that organisations are willing to open up further.



“It is often the people at the grass roots
level who know the real problems”
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Texperts offers “a daily life support service that can help you out of a jam.” You text them a question
from your mobile and the answer is then rapidly texted back to you, all for £1.

The company was formed in 2003 by Sarah McVittie and
Thomas Roberts. It is currently valued at over £7m and
has seen double digit month on month growth. There
are 12 permanent staff and a further 250 Texperts based
from their own homes across the UK and in several
other countries around the world who provide the expert
answers to their knowledge hungry customers.

Sarah and Thomas share the view that innovation is
absolutely key in maintaining competitive advantage
especially in the service sector, where UK companies

must compete head on with the rest of the world. Hence,
Texperts place innovation at the core of their company.
Every aspect of their business is constantly being reviewed,
assessed and improved upon. Customer feedback is at the
heart of their ideas with online feedback and face to face
focus groups used to gauge customer satisfaction levels
and identify future areas of innovation.

Texperts’ technology is built around several clever
algorithms which they are in the process of protecting
using patents. It is Thomas’ view, however, that protecting
IP acts as a barrier to true innovation and he would like to
be in a situation where no company sought IP protection.

Once Texperts had raised enough investment money it
was able to bring in a Chief Technology Officer who added
much more rigour to the technical side, making its software
more reliable and allowing it to maintain momentum in

its product innovation. “Agile programming methods” are
deployed and amazingly a new version of the software is
launched every two weeks, incorporating upgrades and
new functionality with each release. Immediate customer
feedback provides an indication of the success of these
specific improvements.

Texperts uses a new software language based on an open
source platform called “Ruby on Rails”. This enables very quick
updates to be incorporated. Although, this is now becoming a
widely used language, when first introduced, it was relatively
untested and potentially risky. But Thomas and Sarah felt

that the potential benefits that it could bring to the business
outweighed the risks — and their belief in this has placed them
ahead of the game. They describe Texperts as having

an “intelligent risk taking” culture.

As well as keeping close to its customer base to help
generate new ideas, Texperts also collaborates widely to
maximise innovation. Based in Cambridge, Sarah and
Thomas are unashamed of drawing on the wealth of ‘clever
brains’ located in the area from both academia and the
entrepreneurial businesses community. They regularly hold
brainstorming sessions, often taking place at the local
pub, to which their own staff are also invited, appreciating
the value that a fresh or unusual view on the business can
bring. They are also prepared to share their own ideas and
experiences freely with others.

Texperts make a point of measuring the impact of their
innovations on the success of their business. They spent
time determining a set of key performance indicators

(KPI) that could be used to identify which aspects of their
innovation process had the most effect. These KPI's include:

= Profitability

m Average cost per Texpert question

= Number of new customers

= Proportion of customers retained

= Number of questions asked per month

= Number of questions asked per customer

These metrics can be extracted easily from their corporate
software applications.

Both Sarah and Thomas share a philosophy that welcomes
change. “No-one on our staff should be scared of change,
we like change, we change a lot. In fact the hardest thing
that we have to is to prioritise what new thing do we

want to implement next? What is going to make the most
impact? And keep focusing on that” says Sarah.
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The CBI is the UK’s leading business
organisation, speaking for some 240,000
businesses, from the smallest firms to the
largest multi-national corporations, which
together employ about one-third of the private
sector workforce. Nearly half of universities and
other higher education institutions in the UK are
also members of the CBI.

QinetiQ is a leading international defence and
security technology company. QinetiQ develops
innovative technology-based solutions and
products and provides technology-rich services
for government organisations, such as the
Ministry of Defence and the US Department of
Defence, and for commercial customers globally.
QinetiQ is also expert at transferring know-how
and capability into important adjacent markets
—including aerospace, transport and energy.
The company’s vision is: to be the world’s
leading provider of technology-based
solutions and services.
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Footnotes

1 To avoid too much overlap with a concurrent study on service sector innovation
by NESTA and the Department for Business, Enterprise and Regulatory Reform
(BERR) we excluded the following sectors from this study: logistics, construction,
environmental services and internet recruitment services for business. However,
both our studies include retail examples.

2 www.enginegroup.co.uk

3 Note that these are the main factors in the companies’ innovations described to us
in this study, but other aspects of their innovation work may involve different sets
of factors.

4 GVA measures the contribution to the economy of each individual producer, industry
or sector in the United Kingdom. The link between GVA and GDP can be defined as:
GVA plus taxes on products, less subsidies on products, equals GDP. Source: Office
of National Statistics.

5 Other components of the business services sector include advertising, technical
testing and analysis, industrial cleaning, market research, data processing and
R&D services.

6 Innovation Statistics for the European Service Sector, Pro Inno Europe, May 2007.

7 Office of National Statistics; Service sector survey, CBI/Grant Thornton, November
2007; Globalisation and the changing UK economy, BERR, February 2008;
Economics Paper No. 19, Business Services and Globalisation, DTI, January 2007.

8 Percentages have been rounded and an adjustment has been made for ‘FISIM®
(Financial Services Indirectly Measured). Source: Globalisation and the changing UK
economy, BERR, February 2008.

9 Conducted as part of the fourth Community Innovation Survey alongside other
European countries, and reported in Innovation in the UK: Indicators and Insights,
DTI Occasional Paper No. 6, DTI, July 2006.

10 European Innovation Scoreboard 2007, European Commission.

11 TrendChart (2006), Can we measure and compare innovation in services?, European
Trend Chart on Innovation, June 2006.

12 Innovation and public procurement- a new approach to stimulating innovation. CBI/
QinetiQ, October 2006.

13 Demanding Innovation: Lead markets, public procurement and innovation,
Georghiou, L, NESTA, February 2007.

14 Top 100 most powerful brands, BrandZ survey, Millward Brown, April 2008.

See: www.brandz.com

15 R&D Scoreboard, DTI, 2007.

16 Investment in innovation — An analysis of business investment in innovation and
implications for public policy, CBI/QinetiQ, March 2007.

17 Taking services seriously — How policy can stimulate the ‘hidden innovation’ in the
UK’s services economy, NESTA research report, May 2008.

18 The sources and aims of innovation in services: variety between and within sectors,
Tether, B.S., Economics of Innovation and New Technology, January 2003.

19 The CBI has identified similar problems in other regulated industries, such as
micro-management by regulators in the mobile telecoms sector. Complying with
an increasing burden of regulatory demands reduces time available for key staff to
work on innovation.

20 HSBC spent £301m on R&D in 2006 (data from the 2007 R&D Scoreboard, DIUS).

21 Winning at services innovation, PRTM, 2004. Available at www.prtm.com

22 Wiki- A collection of web pages designed to let anyone who accesses it to contribute
or modify content using a simplified mark-up language. Definition from Wikipedia.

23 See: A question of culture? Collaborative innovation in UK business, CBI/3M/Design
Council, February 2001.

24 Open innovation, Chesbrough, H, Harvard Business School Press, 2003.

25 BT Wholesale provides a hub for network to network interconnection and transit
calls and also provides permanent data connection services for banks, as well as
working with a number of smaller business customers.

26 Taking services seriously, ibid.

27 Hidden Innovation- How innovation happens in six ‘low innovation” sectors, NESTA,
June 2007.

28 Innovation Nation, Cm 7345, Department for Innovation, Universities and Skills,
March 2008.

29 Knowledge Transfer Partnerships (KTPs) allow small firms to access the university
knowledge base, skills and technology, by supporting them to take on graduates
to work on a project that is core to the strategic development of the business. The
scheme also gives graduates valuable business training and experience.

30 Source: DIUS press release — Funding research to answer the big questions
- 11 December 2007.

31 Are specific policies needed to stimulate innovation in services? Pro Inno Europe
(part of DG Enterprise and Industry), February 2008.

32 Taking services seriously, ibid.

33 See for example: Innovation Report, DTI, December 2003; Pre-commercial
procurement of innovation, European Commission, March 2006; Innovation and
public procurement, CBI/QinetiQ, October 2006; and Demanding Innovation,
NESTA, February 2007.
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