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> About us

We've built the largest community of corporate innovators, strategy execs, and

R&D leaders — and we work hard to help them achieve real impact in their
organizations.

innovationleader.com
@innolead on Twitter & Instagram
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> 2021 will set a record for startup funding

Capital investment hits new record through just three quarters
US VC deal activity
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> In the US, 4 dominant cities

2021 deal activity by ecosystem
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> But there’s lots of activity globally
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...And ecosystems may be getting remade

Pre-COVID Now

Accelerators attracted startups to specific cities Most accelerators are either fully virtual or hybrid;
limited “residency” requirement

In-person conferences and networking events Meetings and networking happen via Zoom
facilitated information flow, deals, recruiting

Talent was accustomed to commuting in to a city to People are getting accustomed to working
show up at an office; easy to recruit people who remotely, from where they want to live
already had jobs in Cambridge/Seattle/SF

VCs wanted to meet founders face to face, attend  VCs comfortable investing without F2F meeting;
in-person board meetings (without needing to will attend board meetings via Zoom
travel too much)

Startups invested in physical office space, with Startups shedding or reducing office space,
perks, to foster culture & collaboration planning periodic off-sites (and not necessarily in

“cluster” cities)




> A few big exceptions: Universities, life sci, hardware
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> Going forward, ecosystem strategy for corporates
needs to be:

* More global
* More focused on well-defined business problems
* More open, clear and communicative

e \What are you looking for?

* \Who is the key contact?
* \What are the modes of interaction?
® How does your process play out?

e More respectful of startups’ time




> Recent research from IL & MIT Corporate Relations
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> Defining the ‘why’ is key

Key Drivers of Your Organization's Efforts to Interact with Startups

IDENTIFY TECHNOLOGY, PRODUCTS, OR SERVICES THAT

ARE COMPLEMENTARY TO COMPANY’S OFFERINGS Lootes
SOLVE IDENTIFIED BUSINESS PROBLEMS 75.5%
EXPLORE TRENDS/LEARNING 64.9%
DIVERSIFY INTO NEW AREAS OF BUSINESS 61.7%
DON'T HAVE INTERNAL EXPERTISE 33.0%

DIVERSIFY ORGANIZATIONALLY

(MORE AGILE ENVIRONMENT) =Sa
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> What are corporates doing?

How Organizations Interact, or Consider Interacting, with Startups

MONITORING/SCOUTING STARTUPS 95.8% 1.0%
PILOT TESTING TECHNOLOGY OR TOOLS
DEVELOPED BY STARTUPS 80.4% 15.5% 41%
MAKING INVESTMENTS IN STARTUPS (DIRECTLY,
THROUGH AN ACCELERATOR, OR VENTURE CAPITAL FIRM) 63.1% 23.2% 13.7%
ACQUIRING STARTUPS 39.8% 35.5% 24.7%

CONDUCTING “REVERSE PITCHES” OR OPEN INNOVATION

CHALLENGES TO SOURCE SOLUTIONS FROM STARTUPS 35.9% 34.8% 29.3%
DEALS THAT WOULD GIVE STARTUPS
ACCESS TO CUSTOMER BASE/DISTRIBUTION 28.7% 33.0% 38.3%

" wepotHisTopay ] were consipering THIS ] NETHER
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> What is a ‘quality’ startup?

How Corporates Define a “Quality” Startup to Collaborate With or Invest In

IP PORTFOLIO

FUNDING FROM WELL-KNOWN VCS
OR STRATEGIC INVESTORS

INCLUDES FOUNDERS /
TECHNOLOGY FROM TOP UNIVERSITIES

HAS PARTICIPATED IN ACCELERATOR OR
ENTREPRENEURSHIP PROGRAMS
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> What is a ‘quality’ startup?

How Corporates Define a “Quality” Startup to Collaborate With or Invest In

R

HAS ALREADY BUILT PROTOTYPES 4

ALREADY WORKING WITH PILOT CUSTOMERS

TEAM INCLUDES EXPERIENCED
ENTREPRENEURS

ABILITY TO PIVOT AND RESPOND
TO MARKET FEEDBACK

TEAM THAT “CLICKS” AND CAN WORK
TOGETHER EFFECTIVELY

IP PORTFOLIO 35.8%

FUNDING FROM WELL-KNOWN VCS
OR STRATEGIC INVESTORS

INCLUDES FOUNDERS /
TECHNOLOGY FROM TOP UNIVERSITIES

HAS PARTICIPATED IN ACCELERATOR OR

ENTREPRENEURSHIP PROGRAMS Lo o
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> Biggest challenges, according to corporates

Most Challenging Aspects of Working with Startups, for Corporates
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41.5%

DIFFERENCES IN CULTURE 36.2%

OTHER

LEVEL OF PROFESSIONALISM 13

®

CONSISTENT AND RELIABLE SUPPORT
AFTER INSTALLATION

=

LACK OF TRANSPARENCY

TRAINING OF COMPANY’S PERSONNEL IN THE
USAGE OF NEW SOFTWARE/EQUIPMENT
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> Biggest challenges, according to corporates

Most Challenging Aspects of Working with Startups, for Corporates

CONVINCING OTHER DECISION-MAKERS TO
INVEST/ENGAGE WITH A STARTUP
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DIFFERENCES IN OPERATING SPEED

DIFFERENT EXPECTATIONS (PRIORITY OF
RELATIONSHIP, LOAD ON EACH SIDE)

LEGAL/OWNERSHIP IP

INTEGRATION WITH EXISTING SYSTEMS
DIFFERENCES IN CULTURE

OTHER

LEVEL OF PROFESSIONALISM 13.8%

CONSISTENT AND RELIABLE SUPPORT 9.6%
AFTER INSTALLATION .
LACK OF TRANSPARENCY

TRAINING OF COMPANY’S PERSONNEL IN THE
USAGE OF NEW SOFTWARE/EQUIPMENT
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> Biggest challenges, according to startups

Other challenges cited by entrepreneurs included: problem discovery; “vision
What are the most challenging aspects of initiating a formal management” and “getting appropriate mind-share for something different”; and
engagement with a large company, such as a pilot test? getting funding allotted for pilot tests.

0%

61.7%

30.0%

LEGAL AND CONTRACTUAL ISSUES

18.3%

DIFFERENCES IN CULTURE

15.0%

OTHER

SECURITY AND RISK CONCERNS OR AUDITS

WITH INVESTMENTS, NEGOTIATIONS OVER
VALUATION OR DEAL TERMS

i
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> Biggest challenges, according to startups

Other challenges cited by entrepreneurs included: problem discovery; “vision
What are the most challenging aspects of initiating a formal management” and “getting appropriate mind-share for something different”; and
engagement with a large company, such as a pilot test? getting funding allotted for pilot tests.

SLOWNESS / HOW LONG THE PROCESS OF
ENGAGEMENT TAKES FROM INITIATION TO FRUITION

GETTING INTRODUCTIONS TO
THE RIGHT PERSON IN THE COMPANY

UNDERSTANDING WAYS THEY INTERACT WITH STARTUPS
(PARTNERSHIP, INVESTMENT, JUST INFORMATION-GATHERING)

EXPECTATIONS MANAGEMENT /
DEFINING SUCCESS FOR BOTH PARTIES

LEADERSHIP CHANGES / REORGS
INSIDE PROSPECTIVE PARTNER COMPANY

LEGAL AND CONTRACTUAL ISSUES
DIFFERENCES IN CULTURE
OTHER

SECURITY AND RISK CONCERNS OR AUDITS

WITH INVESTMENTS, NEGOTIATIONS OVER
VALUATION OR DEAL TERMS
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> Biggest challenges of scaling, according to startups

Navigating the complexity of a large organization is far and away the top
What are the most challenging aspects of scaling up challenge for startups seeking to scale up a successful early test or proof-
engagement with a corporate partner, post-pilot? of-concept. A distant second: negotiating the contract.

FINDING THE RIGHT PERSON /
CHAMPION IN THE COMPANY FOR SCALE-UP

CONTRACTS / NEGOTIATIONS / DEAL TERMS

INTEGRATION WITH COMPANY'’S EXISTING SYSTEMS

LEADERSHIP CHANGES / REORGS INSIDE
PROSPECTIVE PARTNER COMPANY

GETTING SUFFICIENT MARKETING, COMMUNICATION,
OR OTHER SUPPORT TO ENSURE SUCCESS

TRAINING OF COMPANY’S PERSONNEL IN THE USAGE
OF YOUR SOFTWARE / EQUIPMENT

DELIVERING CONSISTENT AND
RELIABLE SUPPORT AFTER INSTALLATION

SECURITY AND RISK CONCERNS OR AUDITS
N/A / WE HAVEN'T DONE THIS YET
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> Startup engagement increasing in Asia & Europe

Change in Startup Engagement by Geography

INCREASED/
MORE ACTIVE

NO CHANGE/
STABLE

DECREASED/
LESS ACTIVE

26.7%

60.0%
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> Questions and contact info

scott@innovationleader.com

innovationleader.com/email
@innolead
linkedin.com/company/innovation-leader

Excerpt of the latest report at
innovationleader.com/research

The Changing Landscape of

Corporate- Startup Enga mente-

INNOVATION

ANSWERED

THE PODCAST FOR
CORPORATE INNOVATORS
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