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External Environment

* Rapid progress in digitalisation and
changing customer behaviour
continue to transform the
competitive landscape.

* Regulation and measures from
industry regulators have influenced
the offering of products and
services.

* Other traditional barriers to entry
to the financial services sector -
such as scale - are eroding.
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Internal Environment

* A disconnected perspective
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work at cross purposes.
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Dilemmas of Incumbency

* Accumulating legacy technical
debt

* Constrained strategic agility

scale

* Declining utility of industry-
specific mindsets and
assumptions

* Bias for action in the short-term
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* Eroding advantages of traditional
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Nature of Intelligence
ah TP | * Intelligence is an evocative term
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e considered to mean an
T organisational capabill:ty gble to
generate value-added insights
that confer an actionable
advantage to a business client,
especially in terms of decision
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Detect Signals of Change
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* A weak signal is a seemingly
random or disconnected piece of
information that at first appears
to be background noise but can
be recognized as part of a
significant pattern by viewing it
through a different frame or
connecting it with other pieces
of information.
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Create Optionality

A
Portfolio of options
DD
O D'DD

O @ PDD
olole @ o
oO®® O O
) Options OO
CD I D 2D

USYD MBA | Sydney | 16 April 2019

* A strategic option is a position
that we can take to generate
insights into the nature and
dynamics of change.

* These insights inform a possible
action that we might choose,
and would be in a position to
execute, at an opportune
moment in the future.
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Manage Strategic Options

INNOVATION
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Intelligence Challenges

* Deeply understanding the
‘space’ and ‘time’ dimensions of
the organisation to find critical
concerns (WHAT to
communicate) and information
leverage points (WHERE, WHEN,
and HOW to communicate).
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Nature of Strategy

* Strategy is a systemic
interpretive framework for
understanding our position with
respect to a complex, fast
changing, uncertain/unknown
context
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* [long term] planning for setting
of [financial] objectives and
allocation of resources
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Incoherence
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Example - Incoherence
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Choice - Where to Play?
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Choice - How to Win?

Current Motor Insurance © Usage Based Insurance @ Advanced Driver © Driverless Cars
Based on the commenly accepted  + Targeting good drivers & high Asststed Systems + Challenges the need for personal
balief that cars are at risk of collisions premium nichas + Awoid collisions rather than absorb ownarship
« Shift the true costs of collisions to ~ <ollisions. + May also shift collision liabiiity to
bad drivers? + Could make our restoration the designer
+ Individual devices proposition less relevant + Platform and network solutions
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Strategy Challenges

* Pre-occupation with business
planning

* Resource constraints impose
trade-offs in strategic settings

* Strategy adapts to the real world

* Residual risk in strategic
decision-making
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Nature of Innovation

* ‘Invention,” ‘novelty, and
‘change’ describe the nature of
innovation, but these
characteristics continue to
evolve, challenging the classical
scope of innovation - centred on
technological innovation - to
include a variety of services,
business model, and social
innovation.
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Spectrum of Innovation

THE BNOWATION AMBITION MATREX e HOI’I?OI’) 1 in_itiatives: provide
el o btk by i e g . continuous innovation to enhance
Y a company’s existing business
DuipR SR model and core capabilities in the
: ng things for
markets that dor' yet exit short-term.
* Horizon 2 initiatives extend a
AnJacEcY company’s existing business model
panding from e, S
etirg s and core capabilities to new
sicle ot customers, markets, or targets.
* Horizon 3 initiatives renew
EH Coing it capabilities and business models to
[ productsor exsting take advantage of or respond to

G customers

disruptive opportunities or to
counter disruption.
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Innovation Challenges

* Alignment with the
organisation’s strategic
objectives

* Overcoming organisational
inertia

* Securing human and capital
resources for innovation

* Balancing investment across the
spectrum of innovation
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Model of Interdependencies

Choice of options expressed in
strategic settings defining ‘where to
play’ and ‘how to win’ in those

(I.nt.elligence + St.rategy) - Innpyation = spaces - which leads to risk
Limited controls in place to mitigate
residual risk in strategic settings Strategy (Strategy + Innovation) — Intelligence =

Idea-driven innovation vice needs-driven

between threats and the organisation to mitigate
opportunities to offer the risks arising from strategic
organisation appropriate settings

optionality

Capability to discriminate | Principal control available to

Intelligence Innovation

(Innovation + Intelligence) — Strategy =
Innovation is poorly aligned with
strategic objectives
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Summary

* Intelligence may not provide a precise answer but disciplined
judgments drawn from the best available information helps us better
understand the problem, and reduces the risk in decision making.

* Strategy is the activity by which human systems - through deliberate
choice - establish and manage settings to achieve a coherent
relationship between themselves and their environment.

* Innovation is the principal control available to the organisation to
mitigate risks arising from these strategic settings.

* Each of these components is evocative and necessary but not
sufficient for resilience and competitiveness in the longer term.
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