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Startups are broadly admired for their agile pursuit of innovative ideas.
Executive leaders especially appreciate the freedom that comes with
nascent operating models; it's hard to imagine a good idea withering
in a committee when a business’s entire workforce wouldn't even fill

a boardroom. Yet only 29% of technology innovation leaders rate
startups as important to their organizations’ innovation success.
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Instead, they build an ecosystem that depends
on a set of large and established external
partners for technology solutions. They end up
with a relationship that’s comfortable. But the
solutions are slow, expensive and generic at best.

Stora Enso, a renewable materials manufacturer
based in Finland, designed a process for teaming
up with early-stage Al businesses that’s led to
more than 26 new products in three years. Two
insights fueled this success story: The company
evaluated potential partners as technology
providers, not as investments — Stora Enso isn't
looking to take a stake in them — and was open
about its most pressing business challenges,
which attracted new solutions that were

a perfect fit.

Figure 1. Two Hurdles to Al Startup Collaborations

Enterprise: “We want to
be agile and innovative,
like a start up!”
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Source: Adapted From Stora Enso
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Hurdle 1:
Competing
Views on Control

—

These unusual perspectives helped Stora Enso
overcome two common hurdles to successful
collaboration with startups: control and culture.
Each party experiences these issues differently
(see Figure 1).

Don't Judge a Startup by Its Funding

Stora Enso realized the startup characteristics
that make a smart investment are different

from those that make a startup a good partner.
It's tempting to look at venture capital funding
as a proxy for potential value in a partnership,
but well-funded startups are often more focused
on corporate development — establishing an

IT group, an HR team, refining the market
strategy — than on their technology and insights.

Al Startup: “We've got
great ideas, we just need
funding and scale!”
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Hurdle 2:
Concerns About
Partnership
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On the other hand, startups with less buzz have very Establish Rules of Engagement Upfront
smart and capable talent and are likely more flexible To avoid friction and keep risk at acceptable levels,

for co-creating innovative products. For this reason, Stora Enso established five principles for its startup
Stora Enso uses four selection criteria designed to engagements (see Figure 4).

assess value and potential (see Figure 2). i
P ( o ) As a result of these practices, Stora Enso has greatly

Be Open About Business Challenges expanded its engagements with Al startups. From
2017 to 2019, Stora Enso more than tripled both the
number of startups screened and the number of
startup partnerships established (see Figure 5).

Next, Stora Enso needed a way to draw interest from
startups. Recognizing that most startups develop
products with a narrow range of use cases in mind
and would be thrilled to discover an untapped market,
the company decided to publicize something most
organizations try to hide: its toughest business
problems. After publishing these challenges openly
on channels where Al startups exchange ideas,
startups began to reach out (see Figure 3).

Figure 2. Al Startup Evaluation Principles
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Learn who they are

Focus on their , Pay attention to the Only ask for basic
value proposition A ER D E company'’s direction financial details
done before

« Look for startups « Dig into details » Some startups may » You want to
that pitch a solution about individual be potential long- understand
to your specific team members’ term partners! a startup’s
business problem backgrounds positioning.
in detail. for |n3|ght into a . You're not

- Avoid startups startup’s abilities. investing, so
that attempt to - Don't get too hung you don’t need
shoehorn your up on specific specifics.
problem into an credentials; look for
existing, one-size- plausible narratives.

fits-all solution.

Source: Adapted From Stora Enso
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Figure 3. Business Problem Selection Criteria

Use the right criteria to find

marketable business problems...
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Sexiness Criteria

» The problem is sufficiently
novel.

« The problem is externally
marketable.

» The problem relates to
significant social, economic,
or ecological problems.

Transferability Criteria

+ Other companies have similar
problems.

« Available technologies offer
a reasonable probability of
providing a solution.

» The problem is of sufficient size,
in terms of business value.

Source: Adapted From Stora Enso
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... and publish
them externally ...

Stora Enso publishes
its business problems
via Combient Foundry, a
Nordic venture partner
alliance.

... to attract potential

startup partners.

Externally Marketable
Business Problems
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Figure 4. Win-Win Startup Negotiations

| I i I Benefit to the Enterprise Rules of
o Engagement

Disclose
technical delivery
requirements up-

front.
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Avoid IP exchange
(in initial
engagement).

©

Don’t sell data (in
initial engagement).

Ensures the enterprise gets a
bespoke solution that meets their
technical needs

Mitigates risks that arise
from multiple initial startup
engagements across the enterprise

Take responsibility
for productionizing
and scaling

I solutions.
Uses the enterprise’s scale to be

an attractive startup partner

Accept limited
warranty and good
enough delivery.

Source: Adapted From Stora Enso

Figure 5. Benefits to Stora Enso
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Source: Adapted From Stora Enso
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Streamlines the development
process. Protects the startup from
governance and architectural reviews

Ensures the startup knows the
enterprise will not capture them
or their work

Dramatically decreases time
to product (and payment!)

_{

Mitigates legal risks

,:d Startup Partnerships

10 Stora Enso increased

the number of startups
screened by more
than 3X increased

the number of startup
partnerships by more
than 3X and deployed
more than 26 new
products in three years.
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