Page | 2


Introduction to Innovation Management 
(ACPA7005)

Assessment B


An assessment of Isle Utilities as an innovative consulting business model with specific reference to the ‘Trial Reservoir’ as a means of delivering innovations in the water utility sector.   
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Synopsis – who are Isle Utilities?
Isle Utilities was founded in early 2010 by ex-water utility directors and technologists, who recognized that change was needed in the adoption of technological innovations. The water industry was not generating sufficient innovation in equipment of commercial use to the industry (Ref 2). 
The accelerating pace of demand for treated water and wastewater treatment, coupled with hardening environmental regulation, had together outstripped the water sector’s ability to provide an optimum service. A faster, more effective business model for introducing innovation was needed to advance technological innovation and treatment in this sector (Ref 3).
Isle (Ref 4) devised, formed, and rolled out an innovative business model to widen stakeholder involvement and draw in the decision-makers needed to ensure successful penetration of technological innovations that were sorely needed.  
The principal drivers for Isle Utilities innovative model.
The water utility industry across the world has intense challenges arising from the rapid scale of human development. The current climate crisis is the most obvious manifestation of that development, both in its effects and the widespread measures taken, or ignored, to mitigate the climate effects of man. A quarter of the world’s population faces high baseline water stress from irrigation over-use, industrial and domestic demands (Ref 5). 
It was a clear driver of Isles creators that an innovative consulting business model was possible for the water industry. According to Dodson, Gann, and Phillips (Ref 6), in creating an innovative business model, companies might adopt sustainable practices and process to reduce negative impacts as a business, but also engineer and market the innovative technologies to solve sustainability problems within the water industry. Isle are succeeding in both aims.
The natural drivers for an Isle Utility’s creation as an innovative business model stem from the UK water industry’s poor record of innovation take-up, and the pressing need for innovation to address the growing complexity of environmental and sustainability issues. A different concept of consultancy might aid innovation using minds from the knowing ‘inside’ the fence, but who are aware of the barriers against innovation in the Water Industry. 
“Water challenges can be a thing of the past with passionate, innovative and collaborative people working together as strong advocates for new approaches and creative solutions to solve water”. 
(Ref 7, Decker, 2022).

The barriers and risks faced by Isle Utilities in developing this innovative model.
In the new water industry from the 1990’s onwards, the attitudes of conservatism hanging over from the public sector combined with anticipated commercially aggressive stance of the newly created private sector water companies. The old barriers to new thinking business models and new innovations were considerable - the older attitudes and conservative practices (Ref 2 Innovation) would be difficult to overcome and the new commerciality difficult to move with unproven innovation arguments. The barriers are there - as Drucker states, Innovation should not be the ‘threat to be avoided’ as the ‘opportunity to be encouraged’ (Ref 1). 
From within the industry, the Isle originators knew there were barriers to innovation, both the high perception of costs and the low perception of performance were entrenched expectations for innovations introduced. This would deter water companies from engaging with innovators on any but proven technologies.   
A high risk would be reversing water companies’ poor perception of value in new innovations. Drucker gives the extreme example of Novocain – used then as a local anesthetic primarily by dentists. The inventor intended it for doctors who then used total anesthesia. The inventor railed against its use in dentistry because “…he had not designed it for that purpose!” But, as Drucker states (Ref 1, p233) what counts is what the customer considers as value, not the innovator. 
In terms of new risks faced by Isle today, Isle staff undertake ‘horizon scanning’ to lower exposure to risk so the landscape of change in Isle’s home industry - global water and wastewater - is well understood. An example is the Singapore office expansion for Isle. Singapore has one of the highest levels of baseline water stress, a lack of natural water resources means relying on supply from Malaysia. However, Singapore is a receptive environment to innovation – it has an advanced system of sewage treatment back to drinking water, meeting 40% of current demand (Ref 8).
McKinsey (Ref 8) has noted that “. within the recent ‘Era of Markets’ (1989–2019), the ‘Whole of Asia’ region’s economies collectively accounted for more than 50% of the key global metrics we use to measure the world economy. As such, Asia is now a prominent player in all five domains underlying our research…” (Appendix 1, Ref 8). Additionally, Asia is very strong in four key technology and manufacturing sectors, (Appendix 2, Ref 8,) which will be pivotal in developing Asias technology to address sustainability and waste treatment challenges, which are central to Isle’s consultancy and innovation. The placement of Isle’s newest office in Singapore seems to be an inspired selection, rather than a risk.   


The key determinants in the process of committing to develop the innovation.
The career positioning of the main founders of Isle was a strong determinant to introduce an innovative business model - they were employed in senior roles within the Utility companies. They carried the intellectual authority and credibility across the stakeholders, the main instigator of the innovative business model that is now Isle Utilities Chairman, Dr Piers Clark, is a former Thames Water Director. Not only was it clear that a new innovative consulting approach was needed, and they possessed the key knowledge and established contacts to be quickly effective with the new consulting model.  
Dr Clarks employer - Thames Water- carries the double distinction of the largest water company in the UK (Ref 9), and historically the lowest consumer confidence in the UK Industry (Thames 68.86, Northumbrian 84, Ref 9). The change was overdue then and an opportunity existed to bring in considerable innovation. Recent record fines across all Water Companies in 2021 (Ref. 9), and a nearly 50% rise in Thames Waters fines –from £32M in 20/21 to £46M in 21/22 (Ref 10, and Appendix 3) - the need for the innovation in thinking and technology is further reinforced.

The processes and technologies which Isle Utilities used to carry this development forward.
Isle Utilities crafted and innovative new business model gives them a vantage point that didn’t exist previously, shifting the Consultants process away from solely the Client, and towards with all stakeholders in the innovation space. Isle now acts as an effective sourcing point, information bridge and connector between those seeking a new solution, those who can fund it, and innovators capable of delivering the technical innovations needed to achieve the new solution.  A demonstrative example of how Isle operate the new business model forward is the ‘Technology Approval Group’ , or TAG: (https://www.isleutilities.com/services/technology-approval-group). Founded in 2005, TAG is a very effective accelerator to market uptake for new innovators by canvassing the clients’ needs for innovation, then on a quarterly basis Isle bring the most suitable innovators together with the clients and funders in a truly inclusive innovation forum (Ref 11). 
As Isle require an advance picture of the most pressing demands on utility company resources, they employ constant horizon scans of their accessible global and regional areas of operations for where innovation is needed, and which sectors are of most need of solutions. The close affinity Isle has for all parties in the utility space enables the company to successfully maintain horizon scans over a sizeable share of the global developed areas. This is noted in Bluemensatt (Ref 12) where Isle had performed a successful horizon scan of the innovative technologies proposing to utilize Artificial Intelligence (AI) for water and wastewater treatment and data gathering in multi-sensed control of water assets. 
In terms of processes, in any company the important ‘innovative routines’ develop out of practiced routines (Ref 13)   P185 Trott, after Nelson & Winter, 1982) that are what the company thinks it can do competently. These develop in terms of ‘static routines’, and, more importantly ‘dynamic routines’ which enable companies to develop new competencies. The process Isle follow is to work openly encouraging new competencies between its own employees, and constant contact into organization on the client, contractor, funding, governmental and regulatory aspects of their contact base. The natural technical networking practiced by the unusually high proportion of qualified senior staff within Isle ensures the progression of its own staff’s competences across sectors and enables them to identify the candidates into their ‘funnel’ of opportunity – whether innovations, funders, clients, or skilled manufacturers. 

The extent to which the development relied on resources external to Isle Utilities and the ways in which the deployment of these resources was managed.
Isle acts as a consultant, and as such undertakes conventional commissions from clients. However, Isle also relies on both technical and financial resources from outside their own company to drive their activities in the new model, and in sub-sections of their activity.   Investment is sourced from the Clients for supporting their consultancy and operations, but also in partly funding the promotion of innovators and their innovations, in the TAG forum concept, and others’ work.  
External funding from clients may partly come from the fines levied on water companies, we can note Thames Water’s £14.288M to their ‘Innovation Competition fund’ are detailed in their Annual Report (Ref 10, P238; and Appendix 4). As well as a broad range of sector-leading technical skills, Isle carries a commercial team of managers who manage the funding aspects and ensure due diligence over funds levied and expended.
One innovative aspect of the overall innovative model is the recent ‘Trial Reservoir’ project, where external funding and expertise is put to good use in a widened business model from Isles’ initial consultancy innovations: 
https://www.isleutilities.com/services/trial-reservoir    
The ‘Trial Reservoir’ (Ref 14) is an innovative funding model to assist the funding and scaling of innovative water technologies. The new business model allows innovators access to capital for pilot works, with a deliberate bias towards reducing carbon emissions for all new water projects. The focus is on reducing funders risk of failure by a sequence of technology trials, pilot, and then full-scale implementation on plant. The ‘reservoir’ of funding is refilled by commercial contract returns on successful full deployments. Isle Utilities originated the innovation and has included industry leading external technology companies in support, leading with Xylem, a leader in world pump technology. As one of the biggest barriers to innovation in process plant is “who pays for the trial…?” –with ‘Trial Reservoir’ inevitably removing this common ‘showstopper’ for technologies struggling to gain acceptance. 
Significantly, the Trial Reservoir brings together all the parties necessary in a manner not seen before, as it is technology neutral, excepting that the new operation must have a reduced carbon footprint. Trials are also supported in low, medium, and high-income countries, and cover municipal or industrial/commercial waste streams. Active Trial Reservoir pilot schemes have been progressing pilot plants since early 2022.
In terms of external assets, Trott (Ref 13) classifies external assets as the umbrella of external contacts and stakeholders – Isle Utilities utilize their external assets shamelessly, being consummate networkers within technical circles, originators of technical comment and papers and collaborators on sustainable projects in many sectors across the globe. 
How management overview of the development was maintained within Isle Utilities.
Within Isle Utilities there is an overbalancing degree of highly advanced technical experience. However, Isle’s staff consist of Directors and staff who have been senior commercial and operational directors of water utilities, capable of maintaining a strong hand in project governance and reporting. There are no opportunities for a silo mentality to develop, as the multi-disciplinary skillsets need technical and commercial overview at all stages of the innovation process. Specific commercial managers – in Isle’s terminology ‘Deal flow Managers’ – are involved in schemes from basic research to eventual roll-out stages. 

The extent to which you feel this innovation process represents best practice.
To compare Isle Utilities against the accepted measures of best practice in innovation, we should start with the Innovation Matrix from Satell (Ref 15). The four quadrants can be used to distill Isle Utilities’ approach to innovation – both the innovative business model that Isle represents, and the thinking behind the ‘Trial Reservoir’, and Isle’s other to show the basic research and understanding that Isle possess. I feel Isle Utilities’ innovation process is a very successful example when set onto Satell’s Innovation Matrix, as demonstrated in Figure 1 below. 
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Figure 1 (Ref 15).

Taking others’ views on best practice, Trott (Ref. 13) sets out how to characterize the knowledge base of an organization and how the surrounding staff around the innovation staff matter equally to the company’s success at innovation. Trott’s classifications, and how Isle Utilities can be assessed within those criteria: 
Individual Assets: Isle Utilities possess a high degree of technical expertise, with doctorates common amongst the Associates and Directors. However, the technical is matched with managerial, as with Dr Piers Clark as an example of a former senior utility Operations Director. 
Technological Assets: Noted above, with the addition of new technological assets from contact with innovators, allows the dissemination of highly innovative developments to filter into Isle’s own staff. 
Administration Assets. The routines, procedures and systems that Isle utilities use to run their business are as innovative as their business model – they are low on pure admin activities as the commercial managers double as innovation reviewers, and technical staff and Directors are – unusually - strong in business development as well as stakeholder management. 
External Assets: As noted earlier, Isle Utilities utilize their external asset base well, being consummate networkers within technical circles, originators of technical comment and papers and collaborators on sustainable projects in many sectors across the globe.
Projects: By their position in the industry, Isle can reliably secure an interest on their choice of schemes to be involved in, and indeed, originate.  Isle are building their own future pipeline of involvement and collaboration which will sustain them in growth with little difficulty.  
Against these classifications its reasonable to classify Isle as a great originator of innovation in business plan terms, and a strong facilitator for ensuring that technological innovation is driven deeper into the UK water industry. 
Considering Kahn (Ref. 16), and looking at innovation as a mindset, Kahn suggests using Dyer, Gregson, and Christensen, who outlined five skills in organisations known for innovation: 
Associating: Isle draws connections between people, or fields, or technologies it meets as a normal mode of operation. 
Questioning:  The very existence of Isle bears out that everything is questionable in challenging common wisdom in the water industry.
Observing: Isle engages in observation of all the stakeholders they deal with - the ‘Red Review’ that Isle applies to these interactions brings out the channels of questioning back to those stakeholders, and the origination of the innovative ideas.
Experimenting:  Trials and pilots are a very effective way to progress from theory and design to practice and proof, mixing technological advance to the ‘what-ifs’ presented by Isle’s freely operating mindset.
Networking: Isle are consummate networkers in technical and water industry sector, gathering knowledge and gauging opinion across wide perspectives. 
Isles are strong performers in all the classifications that Kahn considers indicators of best practice for innovative thinking. 
When we look at the funnel from Goffin and Mitchell (Ref 17. Appendix 5), it’s clear that Isle Utilities way of progressing the route to successful innovation is close to the optimum represented by them.  In Isles’s own terminology, the ‘deal flow’ from ideas to market of innovation is self-generated, productive, and likely to expand and adapt to the changes in technology, energy, sustainability, and society’s demands upon the water industry.    

A personal critique of Isle Utilities’ whole innovation process.  
From a personal perspective as design team leader in turnkey water projects at the time, the specifications were overly defensive of the consultant creators to limit the perceived risk of action by the new water clients, but practically impossible to implement within normally available plant and equipment market. Equipment paint films were specified as extremely thick, and this ensured pressure ratings, flow direction indicators and other vital information cast into plant items was unreadable on equipment in-situ. With little justification the water industry built in added costs into projects and so commenced an exercise in high costs that has continued over the decades. 
I am well aware of the restricting conservatism of the water industry, with its odd aversion to risk and change (which  has the counter effect of retaining outdated practices that other industries have evolved better and safer solutions for..), Isles innovation of business operating model, and the means it has contrived to drag all parties into the room to champion real innovations is one of the most significant changes within the industry over the previous 34 years since privatisation.
A concluding evaluation of the success of Isle Utilities innovative business model 
Thirteen years on from 2010, Isle Utilities is now a widespread technology and innovation consultancy which acts as a hub for facilitation between specialist in technical and commercial arenas around the world – this encompasses clients in the water utility sector, investors, and other wider stakeholders. Isle facilitates interaction of these diverse groups with innovators developing sustainable utility sector technology. 
Isle Utilities’ effectiveness is demonstrated by their growth and recognition. Isle were awarded ‘Consultancy of the Year’ Award in 2021 and 2022 at the ‘Water Industry Awards’, marking them out as exemplars in consulting innovation and creativity, and palatable costs in a sector known for high-cost consultancy.   
Isles formation and the identification of the need for the innovative model has initiated significant innovation, but the need will continue as world water and waste challenges rise.   
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Appendix 3.
Ref. 11, P114: Thames Water Annual Report: annual-performance-report-2021-2022.pdf (thameswater.co.uk)
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Ref 11, P238: Thames Water Annual Report: annual-performance-report-2021-2022.pdf (thameswater.co.uk)
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Appendix 5. 
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Asia is becoming the world’s new ‘majority.’
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Thames Water Annual Performance Report 2021/22

Snapshot of our performance in 2021/22

This year, we met 29 of our 47 annual
targets. Five performance commitments do
not have a target for this year.

2021722
Type Met Not No Total
met _target
Common 6 7 2' 15
Bespoke 23 11 3 37
Total 20 18 5 52
2020/21
Type Met Not No Total
met target
Common 7 6 2 15
Bespoke 21 13 3 37
Total 28 19 5 52

Our performance this year means that we
have incurred both penalties and rewards.
The amount we incur is also known as
outcome delivery incentives (ODI) and
depends on how far we've missed or
exceeded the target for an individual
financial performance commitment, and
specific calculation rules set by Ofwat.
Some ODls are calculated for the regulatory
year, others are end of AMP calculations.

Penalties in £m

PC 2122 2021
Water quality (1.262)  (0.898)
compliance
Per Capita Consumption - -z
Water supply (6.956)  (10.12)
interruptions
Mains repairs - (1.058)
Pollution incidents (1.433)  (2.739)
Sewer flooding ==+ (28.831) (10.560)
Unregistered household  (0.211)  (0.211)
properties
Empty household - (0:308)
properties
Clearance of blockages  (6.410)  (5.223)
Renewable energy - (1.370)
produced
Treatment works (0.123) -
compliance
Environmental measures  (0.667) -
delivered “= "<

(45.893) (32.487)

Note a: Includes the impact of the London flooding of
July 2021, a 1 in 200-year weather event. If this was
excluded our penalty would be ¢.£20m less.

Note b: Includes 103 measures submitted o, but not
yet approved by, the EA (although we are satisfied
that they meet the approval criteria).
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Section 9: Additional regulatory information — innovation competition
I rovation competition

“This table shows how much we have colleced from customers for the innovation fund and how the funds willbe spent.

Line descrpton RAGA
s Curentyesr | RS
Alocated novaton competton fund pice conro revene 7452 oAt
Innovaton fund ncome from customers 7283 oA2
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Innovation competition

Amounts have been collected from customers relating to a newly established industry wide
innovation fund as disclosed in our table 9A. In the current year Annual Report we have
provided for the full value of funding we have collected from customers — recognising that we
have an obligation to either deliver projects to this value or compensate other companies which
win competition funding. In the Annual Performance Report these provisions are excluded in line
with direction from Ofwat. As of the year end no projects awarded through the competition
process have yet commenced. The funding we have collected has been ring-fenced within our
accounting records and will only be used to deliver innovation competition projects, it will not
fund business as usual activities / spend. The total amount collected to date and included in the
1C.11 cash balance is £14.288 million.
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Bringing new technologies to life

Connecting expertise, investment and inspired ideas across the globe
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“The best way to predict your future is to create it.”
Peter F. Drucker




