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Disruption and Innovation
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Technological, Social, Political




The world Is changing
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Vision for Future Transport

Objectives Technology-enabled strategies
‘ Personalise interacti \
Develop digital platforms that provide rich, contextual
information, frictionless payment, easy navigation and
two-way engagement to customise transport experiences )
Enhance
Customer ~
Expe rience Transform the mass transit network:
Apply technologies to automate mass transit solutions,
improve their efficiency, deliver better service
——— frequency and reduce transit times
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®
®oe >~
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Better 4 Foster shared, demand-responsive services:
Connect e Develop flexible and shared-use transport service
TR e models based on aggregated demand to meet
Communities ee market needs and extend transport access
4
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®
e ol ko el )
m Suppeort adoption of vehicles and infrastructure
® ® that deploy automation to efficiently, reliably and
Transform safely move people, goods and services )
Service
Delivery 2
Create intelligent t port nety ks, d with data:
Install technologies and build networks that actively gather data.
Use Al and real-time analytics to manage demand, optimise
capacity, improve flows and enable better customer outcomes.

Customer outcomes

Customers can make easy,
well informed choices and get
a more personalised service
tailored to their individual
needs and preferences

greater reliability, frequency
and reduced travel times

stomers can choose from a
>ty of flexible options for

seamless transfers nplete
om door to door.

stomers can depc
and public tran
reliable, safe and responsive to
changin ommunity ne

onfident
P Il be
wse goods and people
move efficiently around NSW




NSW Minister for Transport & Infrastructur.
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ma FAIRER TRANSPORT
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Changes to the rules for Point to Point Transport
mean improved safety, value and choice.




Capability

The power or ability to do something
Power

Ability
DO

Not passive or paralysed in response to disruption
YOU choose what the response will be for you and your organisation



Stakeholders

x Capability Delivery Model
A

series of continual improvement téchnical processes (PDCA)

Systems Engineering Acquisition Operations &

Maintenance
Hon fisset Solation

Concept
Validation

Concept Integrated
Exploration Support

M Create and Maintenance
Demand y e
Management
Engineering =
Change

Configuration Management

Operations




Framework for responding to disruption and innovation

1. Identify the
scope of the
disruption

5. Act — build the
required capability
to achieve the
outcomes.

2. Assess the
available
responses

3. Assess your
motivation and
ability to respond

4. Determine your
outcomes




Framework for responding to disruption and innovation

1. Identify the scope
of the disruption

4. Determine your
outcomes




1. Identify the Scope of the Disruption

« Listening to stakeholders without judgement about how the disruption
has affected them, how they want to do business with you and others

« Ask your customers what they want, what are their pain points, how
do they want to live their lives

« Look at the environment broadly, don't make assumptions about the
causes or solutions

 Get diverse views - ask other people who may not have any
background on the issue at hand

« Look at the trends and statistics for hard facts

e ’



Point to Point (P2P) Case Study -
Assessing the scope of the disruption

« Stakeholder and expert input

« Customer and market research

* Possible market responses to change

« Analysis of what had occurred overseas, the size of
the current market and potential responses of the
market were examined

. 1



Stakeholder Consultation: Taskforce
findings

« Technology has enabled new ways of delivering services
 Demographics and customer expectations have changed

« Restrictive regulation was stifling innovation, and
stopping industry from responding

« The regulatory burden increased costs for industry and
ultimately customers

. s



Customer and Market research

« Transport for NSW wanted to

— Understand how users and non-users perceive Uber
X - In an absolute sense and relative to taxis;

— Explore how Uber X may be impacting the P2P
market; and

— What are consumer expectations in relation to the
Government’s role in regulation and consumer
protections

16



Example : What did our c

Uber X Customers

Progressive embracers of
digital technology who love
Uber X for its affordability,
superior customer experience,

app-based convenience &
cool-factor

N

“Uber X is stylish and
personal. They have
clean and fresh smelling
cars, and keep the app
updated and fresh”

Non-Uber Customers
(relative to Uber customers)

More conservative technology
followers who have mixed knowledge
of Uber. Lack of knowledge and
risk averse mindsets mean they

Female, Uber X customer, . .
continue to default to taxis

Parramatta20-29

Uber Taxi Customers

Embracers of digital technology
who use Uber Taxi because they
believe Uber ensures a superior
taxi service

tomers say

“From a customer side I'm
not sure how it[Uber X]
works”

Male, Non-customer,
Sydney 30-40
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Uber X Customers Uber Taxi Customers

Early adopter Early adopter
Tech savvy / digital advocates Tech savvy / digital advocates
Extroverted Extroverted
Social Social
Spenders Spenders

Trend conscious
Progressive attitudes

Trend conscious
Progressive attitudes

Confident Slightly more risk averse than
Embrace change Uber X customers
Discerning
Risk takers

AN

Non-Uber Customers
(relative to Uber customers)

“Uber being illegal...if Tech followers ‘e eaci
anything that enhances More introverted It's easier on the phone,

the appeal of Uber. | feel Less social I'm used toiit”
like Robin Hood giving Savers (rather than spenders)

them my business” Less motivated / Interested in Female, Non-customer,
trends (more habitual) Parramatta 30-40

Conservative
Risk averse
Somewhat resistant to change
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Perceptions of Taxis vs. Uber X and Uber Taxi
Customers said: Weaknesses of Sydney taxis outweighstrengths

More
important
3
Relative
importanceto
customers

MONITOR
Convenience
* Many usually availablg
* Easily identifiablg
* Can hail on the road (in the moment
LeSS * Can pre-booK
I * Taxiranks
im pO rtant ¢ Different ways to pay (cash, cards, Cabcharge

Low - Taxi Performance ~ High

(Weaknesses) (Strengths)




Uber X customers believe its cost & customer
experience strengths outweigh any weaknesses

More
impaortant
Relative
Impo[)tance to FACTORS FOR UBER TO MONITOR
Uber X Brand imag§g
customers * Cool / on trend
* Feels less ‘corporate
¢ Anti-monopoly (Uber feels like a ‘consumer ally’
Less
important
Low < Uber X Performance > High
(Weaknesses) (Strengths)



...But they don’t want or expect Government regulation in
all of these areas

*  When consumers say that they ‘expect’ these things, they are essentially talking about assurances of a

good customer experience, however this is delivered (not necessarily via regulation)

* Most open to Government regulation in the areas they see as‘critical’
o Typically those areas that Uber themselves have policies around e.g. unrestricted drivers licence,
criminal record check, maximum age of vehicle, vehicle inspections

* And in areas that they believe Uber policies are lacking

O Insurances...currently not explicit in Uber policies taken to the research
Ube!‘ X and Uber o Vehicle inspections...expect these to occur more regularly than intake alone
Taxl customers * Don’t expect (or see a reason) for regulation in areas that they believethe Uber peer to peer system can

effectively self-regulate. Forexample:

o Driver knowledge, Vehicle fittings / condition, Air conditioning, Fares, Driver presentation
and politeness

O Quite resistant to Government regulation in such areas (can lead to accusationsof ‘nanny
state regulation gone wild’)

Want Government regulation in areas they see as ‘critical’ (as per Uber customers) and in the areas Uber
policy is seen aslacking

But lack of relationship with, and knowledge of Uber means they can call forregulation in many areas
Non-customers that Uber customers believe Uber self-regulates

In reality they are not calling for ‘regulation’as such, more the assurance of a good / safe / trustworthy
customer experience

e



Customer feedback summary

In short what customers cared about was not what
the government had been focussing on. They

wanted.:

* A wider range of innovative new service
offerings

* Reliable and high quality services

« Assurance that the driver and vehicle have met

strict safety standards

* Increased comﬁetition on Ericing

22



Assess Scope: Potential industry responses — data
based scenario analysis

For example

« Demand for point to point transport services - likely to
Increase

* Projections of indicative number of industry participants,
business, drivers and vehicles

« Composition of participants, and which segment of the
Industry they were part of before and after the changes

« Data on safety incidents
« Structure of city vs regional demand

e Structures and imﬁacts on markets in other countries
23



P2P Case study — Scope of Disruption Summary

 Demand for point to point transport has been
Increasing consistently for the past decade,
social demographic factors lead us to expect the
demand for point to point transport will increase
at a faster rate over the coming years.

* Changing customer preferences and the recent
emergence of mobile technology and
personalised apps have significantly altered the
point to point transport market.

i 2



Framework for responding to disruption and innovation

1. Identify the
scope of the
disruption

5. Act —build the 2. Assess the available
required capability

to achieve the responses
outcomes.

4. Determine your 3. Assess your motivation

outcomes

and ability to respond




Available Responses

Source: Credit to Charitou & Markides (2003) (http://sloanreview.mit.edu/article/responses-to-disruptive-strategic-innovation)

* Focus on your own
business

or

Ignore the innovation
(itis not your business)

* Adopt and separate

the disruption

* Focus on your own
business

* Attack back and disrupt
the disruption

or
* Embrace thelnnova v

MOTIVATION TO
RESPOND



3. Assess ability to respond

* Legislative framework did not support a new, more flexible
model,

« Skills and expertise are not aligned with the regulatory
capabilities required to educate industry or regulate the
recommended model that places primary responsibilities on industry;
IT systems not flexible or adaptive enough to adequately
support new capabilities;

 Processes were inflexible and largely non-value add, driven by
policy and legislative requirements, lack of adequate systems;
Human resource capabilities not aligned to the preferred response.

s 2



bility to respond: internal constraints
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Framework for responding to disruption and innovation

1. Identify the
scope of the
disruption

4. Determine your
outcomes




P2P Case Study: Outcomes

The outcomes for government reform on Point to Point are
firmly focused on what customers told us was important to
them:

* Enable a wider range of innovative new service offerings
« Reliable and high quality services

 Assurance that the driver and vehicle have met strict
safety standards

 Increased competition

I .



Framework for responding to disruption and innovation

1. Identify the
scope of the
disruption

5. Act — build the required 2. Assess the

capability to achieve the available
responses

outcomes.

3. Assess your
motivation and
ability to respond

4. Determine your
outcomes




5. Act — build the required capability

Regulation Technology




P2P Case Study: Regulation

A new regulatory model has been designed which makes point to point service

providers responsible for safety outcomes. It requires them to identify, eliminate

or mitigate risks to health and safety.

Minimum standards will be provided, meeting the customer expectation that the

government ensure safety.

Removal of prescriptive rules means there is greater flexibility in how risks may

be managed.

- The model enables business to adapt to disruption, and be innovative in the
use of technology in a changing environment

- It allows business to decide how best to serve their customers and change
their model as customer preferences change, making them more resilient to
future disruption

- Pricing restriction removal will allow more competition

e



P2P Case Study: Designing capability to respond to
disruption




Set clear objectives

Given the uncertainty of the market response to the new regulation, the following
objectives have been identified for new point to point regulatory capability:

Ensure public passenger service safety - by ensuring that industry can
efficiency apply an appropriate new safety related framework.

Effective access to data for industry - it is fundamental the new regulator
establishes processes and systems to ensure industry is able to access the
appropriate safety related data.

Develop capability that is flexible and scalable — to ensure the new
regulator is able to expand and contract as required (i.e. based on varying
workloads and also in response to potential structural changes in the industry)
as the new regulator is likely to progress through different maturity stages.

Regulate efficiently— to ensure the NSW Government is achieving value for
money.

e ;



Design principles to enable agility

Principles of design:

Strategic control — Core functions, essential to the success, should be controlled by the Commissioner in
the long term

Avoid duplication —Draw on relevant existing functions and capabilities where practical, leverage,
collaborate with partner organisations

Flexible and scalable — The model needs to be able to flexibly respond to varying demands and volumes
and functions that change over time

Value for money — The model should prioritise the net efficiency to the whole of Government in delivering
services

Risk-based — Industry should take responsibility for ‘self regulation’ as much as it is practical and safe to
do so

Coherency - The regulator should focus its resources on areas where it has relevant and sufficient
capability, influence and information to deliver, seeking opportunities to partner with others to provide
services

Implementation Ease — The model should prioritise approaches that can be quickly and practically
implemented for industry and government

I ’



NSW Government
Priorities

¥, ] :‘ . P
5 »

Better government
services for
customers

70% of transactions via Innovation strategy Collaborative economy
digital channels by 2019



Consider the range/spectrum of delivery options

 Option 1 - Manage delivery through others — with
current technology

* Option 2 - Flexibility in functional design. Manage
delivery through a flexible service model — assumes
enhanced technology

* Option 3 - Manage and deliver all internally — assumes
significant enhancement of technology

38



ldentify functional capabilities required
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=
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Design for disruption -Technology capability

Customer-centred — focus on making it better, faster, more accurate
service

Flexibility in functional design as your disrupted organisation and
iIndustry more broadly, reach maturity and respond to ongoing
Innovation/disruption

Modularised small IT systems approach, agile delivery

Data sharing enable others to come up with solutions

Leveraging — use what you have, do what you do well, and build
partnerships with others who already do, or can do the other things
better

Collaborate and Co-design with your customers, partners and end
users

40
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Changing how Transport for NSW operates externally

: Build
flexibility into |
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flexible,

Procurement

" Government

Collaborate with Co-develop

. as an . 3 as an enabler,
¥ the industry and new technology our planning responsive and :
| " enabler for % a incubator and
other experts solutions % A and delivery agile regulatory
A ) innovation collaborator
! approaches framework




Partner, Leverage, Collaborate

Regulator to be housed in TINSW
now and will potentially be housed in
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Design for disruption: Processes

« Keep a focus on the customer experience

 Structure tasks and processes to align with your
objectives

« Minimise ‘wasted’ energy and remove processes
that don’t move you towards your priority
objectives

* Break down silos to leverage common processes

* Engage in continual problem

e i



Design for disruption: structure

FLATTER ORGANIZATIONS

FLAT ORGANIZATIONS

HOLACRATIC ORGANIZATION




Building a Culture of Innovation

(hint —this is the money slide)

A culture of innovation is key to ensuring
responsiveness to disruption — and culture is made
not just of the people, but the systems, processes
and priorities set by leaders

* Diversity
« Collaboration
* Respect

. &






Yesterday's weirdness is
tomorrow's reason why.

Hunter S Thompson

LIKESUCCESS.com



Thank you







