ACCURACY

laiks”
STRAIGHT

JANUARY 2024

filr r\.ﬁ'[\“i'r‘ P]h Pﬁbni’,\,\h\ ;N

#4 |
4 \
| ! ‘
el B~ o
R ==
\
o 3 \ [
\ i | i
- .. } | P
\
| \ (F/
|



JANUARY 2024

SUMMARY

OOl h WDN K

ONE PARTNER, ONE VIEW
EDITORIAL

START-UP STORIES
JELLATECH

INDUSTRY INSIGHT

BIOTECH INGREDIENTS:
THE JOURNEY AHEAD

THE CULTURAL CORNER

THE UNNATURAL QUEST
FOR THE NATURAL

THE ACADEMIC INSIGHT

INNOVATION AND UNCERTAINTY:
BEST FRIENDS FOREVER

ECONOMIC POINT OF VIEW

HOW CAN WE ENSURE THAT
FOOD PRICES ARE SOUND?




ONE PARTNER, ONE VIEW
EDITORIAL

Frédéric Loeper
Partner, Accuracy

A TASTE FOR INNOVATION AND INNOVATION SERVING TASTE

‘Cooking, without ceasing to be an art, will become sciemitl exanide as society itself evolves.’

The father of modern gastronorthye great chef Auguste Escof er (1846-1935), a visionary
promoter of sustainable food and the rapprochement betweemyttetsund the agri-food
industry, once proclaimed this, and his words could not be more topical.

In a world of foodtech and technological and societal revolutionowctihedagtrifjnovation
is the key to the futuref a sector that relies more and mdohe aoncepts of sustainability,
seasonality, locality and traceability.

The promise of technology and the resources it provides are set to maerthespira
contemporarietsr eat well whilst preserving the planet.

In other words, science and technology are being put to ever greater uestgoim ofi@ cre
sustainable food supgbaling with environmental, public health and industrial issues.

Business models are being challéfggthology is cruciadnd the agri-food sector is making
intelligent use of it. Thus, Al, data, blockchain, drones and moresaedtilense agricultural
production and improve its circular nature, securing nutritieeng frathn farm to fork and
reducing the carbon footprint of the food supplyTd@inology should help nature and
agriculture to sing together in harmony.

An exciting challenge!

‘There is one thing that must remain unchanging, intangibleytbethe foo&scof er also
said. Quality: that's the operative word for the agrifood industry of tomorrow!
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START-UP STORIES
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JELLATECH

Romain Proglio
Partner, Accuracy

Jellatech, a trailblazing start-up in cellular agricultur¢ collagen.And its mission goes beyond addressing ethical
is reshaping numerous industries with its innovatiye concerns; it aims to eliminate animals from the collagen and
approach to cultured collageRounded by a group of gelatin production process entirely.

innovators and scientisksllatech aims to eliminate
animals from the food systemstarting with theeation

of high-quality, pure, animal-free collagen and gelatin|.

This shift away from animal-
derived products is not
only disrupting traditional
practices; it is also opening
doors to a range of

applications across various
industries.

Jellatech’s journey began with a shared viston
revolutionise the production of collagen and gelatin,
essential ingredients, commonly fodadds, sweets,
cosmetics, pharmaceuticals and moaee traditionally
sourced from animals, and the industryfisaogvethical

and environmental challengekllatech set out to change

this narrative by focusing on cultivating collagen, sett
company apart from others in the cellular agriculture §

Indeed, while other companies focus on lab-grown

SET OUT TO CH
THIS NARRATIVE BY F(Q
ON CULTIVATING CO

Jellatech’s innovatiomdd just a scienti ¢ breakthrough;
it is a paradigm shift with
far-reaching implications.

The start-up’s cultured
collagen solution
enjoys many potential
applications:

Thesge AUTY AND COSMETHESgrown collagen offers

a sustainable alternative for beauty and skincare products.

From anti-ageing creams to serums, the beauty industry
can embrace a new era without relying on animal-derived

ingredients.
ng the

space.

me2at®HARMACEUTICAitSL in pharmaceutical formulations,

Jellatech’s groundbreaking approach centres on cultutedcollagen plays a role in drug delivery, wound healing

and tissue engineering. Jellatech’s animal-free cq
provides a sustainable and ethically sourced alterng
pharmaceutical companies.

3. HEALTHCARTME importance of collagen in health

llagefiatech’s portfolio has expandeéyond animal-free
tivedeine and porcine collagen and now includes bio-identical
human collagen.

The funds from its nancing round will drive furthethresearc
enhance cellular agriculture processes and strengthen

from its use in medi~=!
devices to tissue enginet

is considerable. Jellate
solution contributes
advances in medi
applications, offering a ¢
and more sustainable pr
source.

JELLATECH’S IM
ON VARIOUS SECQ
IS POISED TO G
LEAVING A LASTING |

car N
ﬁs scienti ¢ team.

Jellatech’s journey

exemplifies the

transformative power of
cellular agriculture. Beyond
addressing ethical concerns,
the company is paving the
way for a sustainable future.

4. FOOD AND BEVERAB&SNd collagen and gelatin,

Jellatech’s innovation holds promise for the food and b
industry. As consumer demand for sustainable optior]

the start-up’s animal-free collagen may become a spu

after ingredient in various products.

In testament to its potential, Jellatech secured $3
millionin an oversubscribed seed nancing round, a
that will propel the start-up to scale its protein manufa

everage .
s rAlﬁésesthe world embraces lab-grown alterndgllasgech

sﬁ?_rids at the forefront, redefining how collagen

and gelatin are sourcedts story is one of innovation,
challenging norms and setting new standards for sustainability
and ethics.

.5In a world where progress hinges on innovation,
bodallatech’s impact on various sectors is poised to
ctugray, leaving a lasting imprint on the future of collagen

platform.

production and beyond.



@\IDUSTRY INSIGHT
BIOTECH
INGREDIENTS:
THE JOURNEY
AHEAD

This article has been written with the collaboration
of Julie Wolff-Kerjouan, Manager

Jean-Francgois Partiot
Partner, Accuracy

Klemens Lemarre
Manager, Accuracy

What comes to mind when you hear the word ‘ingredibtaibe our? Butter?

Ingredients are the components that make up thousandBidnsodf everyday products.
They are everywhere and in everythfrgn your dietary supplements to the cream you apply
to your face daily... Incorporated in formulated products to prowiderspecor properties,

they are usually segmented into two categories:

1. Active ingredients these provide a differentiating bene t, like antioxidants or
collagen (added, for instance, to face cream to provide anti-agges) prop

2. Functional ingredients these give products their distinctive look and feel
(textures, dyes, scents, etc.). For example, pectin gives texdhil@yatwlysigurt products,
while silicone is widely used as a smoothing agent in cosmetics.

EXAMPLES OF FUNCTIONAL AND ACTIVE INGREDIENT CATEGORIES

Beauty Nutrition
Type (selection) Properties personal care and food

Texturing Texturing agents are additives present to enhance the BHT, EDTA, PEG, sulphates, Lecithin (E 322), glycerides (E 471),
agents consistency and texture of finished products. silicones, pectin xanthane (E 415), pectin
Preservatives Praservalives are usad 1o reduce the risk of MIT, parabens, Sulfites (E 224)
. contamination to ensure the product remains suitable phenaxyethanol
Functional and safe during its shelf life and the period of its use
ingredients
Effects on the | Ploments Pigments and dyes are the major producls used as Uttramarine, Saflran (E 160a),
product features and dyes ealour additives. ferric ferracyanide caramal (E 150)
Fragrances Fragrances are complex combinations of natural Flower and plant extracts or ails
and aromas andlor artificial substances that are added to many
consumer products to give them a distinctive scent or
L aroma,
Anti-ageing Agents used for their anfi-ageing properties can be Retinol, collagen, peptides, niacinamide, vitamins, polyphenals,
antioxidants or cell regulatars, flavonocids
Active Anti-inflammatory These agents target inflammation in the body. DOmega 3, curcumin, gingarol, catechin, quercatin
adie - Thi 1 tect fi the harmful effects of th .
ingredients UV protection su:se fgenta pro rom fhe harmild efiecis el e Lycopene, polyphenols, astaxanthin, beta-carotene
Effects on the -
CONSUMers Anti-cholesteral These agents address cholesteral levels, na Phytosterols, stanaols
body, health
Exfoliant Exfoliants are substances that help remove dead skin Alpha hydroxy acids, beta n.a.
cells from the outermost layer of the skin, revealing hydroxy acids, glycolic acid,
frasher, smoother skin. salicylic acid
So A




The spectrum of applications for both categories is vast,ingredients being used in a wide array of industries, such as
food and beverages and cosmetics, among many others.

In this article, we have chosen to focus on ingredients with consumepljpatihret,aalthough they areveildely used
for pharmaceutical and industrial purposes.

THE INGREDIENTS MARKET IS FAST MOVING

As the fundamental building blocks of innumerable consunsedprodndtfor ingredients is set to grow at a faster rate than
average economic growth, primarily driven by demogra&ppescé&iida and the growing penetration of processed products.
For examplthe beauty industry is projected to grow annually at a rate of 6% over 202%2@30double the average
global economic growth rate of around 3.5% per year.

But beyond underlying industry growth, the ingredients nfaskextpisetied to be disrupted by complementary drivers.

While consumers are increasingly lookprgdacts that align with their valug¢sustainable, green, ethical) without
compromising their expectations in terms of performarperi@ndexwve see that the sustainable segment (i.e. strictly bio
based or bio-synthetic ingredients) is likely to gain signi cashararkeer traditional or unsustainable items.

Indeed, double-digit growth rates are projected for sustainablediegits over the next decade(s).
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THE GROWTH OF BEAUTY INGREDIENTS AND PROTEINS MARKETS WILL BECRIFRNBONIDE SUSTAINABLE AND ALTERNATIVE

SEGMENTS OVER 2025-2030

Beauty and personal care ingredients market

Protein market

In $bn CAGR

+5%
45%
bio -+33%
55%
non-bio

2025 2030

Bi |: I Bio-based ingredients
io
I Biosynthetic ingredients

M Non-bio-based ingredient

Note: Bio-based does not necessarily mean sustainable
Sources: Euromonitor, Accuracy analyses and estimates

MIX

60%
bio

40%

non-bio

In million metric tons CAGR

[ +15% |
3% '
alternative [

protein —

2025 2030

I Plant-based alternative protein
B Microorganism-based al ive protein
Wl Conventional protein
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MIX

8%
alternative
protein

protein



NEW AVENUES FOR BIOTECH ALTERNATIVE INGREDIENTS
Most of the ingredients available on the market today traditiooalhyefalt iato categorigis-based or non-bio-based.

Non-bio-based ingredients often refer to those processedginfmetrochemical synthesiShey are not sustainable and
are set to become less and less attractive to consumers.

Bio-based ingredients are derived from various types of plants analsy@ind their production at industrial scale requires
signi cant consumption of natural resources.

Although they are generally considesetthe degree of their sustainability is now being questioned... Abowectll, to prot
wildlife.

The two following examples embody the isshe:red pigment carmine, extracted from the cochineal insect, and the
moisturising agent squalene, requiring the livers of three sharks foe pricglo€fpare now excluded from most companies’
ingredient portfolios.

Many other bio-based ingredients — such as naringenixjganamtith anti-ageing properties — are cultivated, requiring
large swathes of land. Indeed, to produce them requires land thatiselldeotisexd to grow food crops.

Their production consumes water intensively and often uses pesticides.

They are also subject to seasonality, hampering yearlong supplyna@mditieeis usually a re ection of these complex
production processes.

In addition to banning animal-derived ingredients, indggényts have made commitments to replace low-sustainability
ingredients in their portfolios:

- Nestlé announced in 2021 its goal to source
‘100% sustainably produced key ingredients by 2030.’

- In 2020, L'Oréal shared its sustainability commitments stating
that 95% of their ‘ingredients in formula will be biobased, derived
from abundant minerals or from circular processes’?y 2030.

NOW, THEY MUST PROMOTE CREDIBLE
AND SCALE THEM - AND THE CLOC

BIOTECH: EXPLORING A SUSTAINABLE ALTERNATIVE

As its name suggests, biotetdcisnology rooted in biologly.harnesses cellular and biomolecular processes to develop
products.

The advantages of biotech are numerous and postaiioébility, traceability, higher purity, improved safety and no
seasonalityto name a few.

Let us take an examplprecision fermentation takes traditional well-known fermentatidweighie by applying
bioengineering, artificial intelligence, machine leathing@mation to programme microbes to make specific
customised molecules.

1 Creating Shared Value and Sustainability, 2021 report

2 ’Oréal pour le future, 2020 brochure
13



These molecules can be bioidentical to existing o]
or novel compounds with exciting new applications
available resources such as biomass or waste.

Research in this eld is extensivend many start-upg
are challenging and changing the way consumer pr

esThey now require funding to bridge the gap between
usauinological advances and commercial reality.

While many have benefitted from the recent highly
favourable venture cycle, raising USD 60bn over 2019—
pdaol there is still room for new investors willing to help

are made using these techniques.

them reach the next step of their development.

ILLUSTRATION OF FUNDING RAISED BY US BIOTECH STARTUPS

 Latestseries —
Total funding
Round Year $m (pre-IPO) IPO
PE g;s_c T é D 2021 350 750 -
GINKGO = E 2019 290 719 2021
Solugen é D 2022 200 631 -
amyris é D 2010 133 133 2010

Sources: Accuracy analysis and estimates
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THREE BUSINESS MODELS IDENTIFIED ACROSS THE VALUE CHAIN

OF BIO-SYNTHESISED INGREDIENTS FOR CONSUMER PRO

- Ingredients and building blocks -

Resnarrh and lab-scale Scale-up
development development

DUCTS

End product ——»

Consumer products

Commercial-scale
manufacturing

]
=5
53 Key activities = Feasibility assessment < Transfer strain and process = Continuous production of = Brand creation and product
0 - Strain engineering into manufacturing ingredients in dedicated development
= % Process development = Test process feasibility and praduction line or plant = Product formulation and
g - End-market-potential economics at pilot and = Global distribution packaging
: assessment commercial scale (batches) + Go-to-market strategy
=
S Voume A A
indicative scale [Grams — kgs] [Kgs — tonnes] [Tonnes - kfonnes] na.
Besmees w1 | e covpertion it poyo
P partners on a project basis
0w
@ g =+ Discovery and mair = Evaluation of production = Continuous manufacturing,
'8 s e 5 of a portfolio of ingredients pathway efficiency in scale- logistics and distribution
£ *3 Ingredient and efficient production up environment and + Make or buy strategies,
nw ® supplier pathways with sufficient optimisation of process industrial cost optimisation
o > petenpoedont ~ Optimisation of formulation, and scale effects
c tests and approvals
g = .
m % RIAInae s AL -+ Similar to Industrial, in-house or outsourced depending on strategic choices of the company T Sorﬁ::::nne?:;?o!;fg::nﬂe at
Consumer commercialisation to
Goods distributors and/or final

Sources: Accuracy analysis and estimates

CHARTING A COURSE FOR INVESTMENT DECI{
BIOTECH INGREDIENTS COMPANIES

While the investment case for biotech ingredients con
seems appealing, combining fast growth and high b
to entry, it is key to understand various elements befd
to make a viable economic decision.

HERE ARE THREE RELEVANT ANGI
TO CHALLENGE A COMPANY’S CAPA
TO DELIVER.

1. IDENTIFY AND PROTECT THE INGREDIENT
Discovering a promising ingredient is the rst step.

This requires scienti c, technical and economic conside
and all three must weigh equally in the minds of R&D

They must make sure thatitiggedient is safehas
suf cient elds of application and an attractive substi
potential, and is indeed able toidenanufactured at

customers

5| COThis step has historically been a long (from several months to
more than a year) and expensive one, but it has been made
easier thanks to advances in scienti ¢ elds and computer
panies
ScClénce.
arriers
rel#anithe origin of these novel ingredients is rooted in technology,
companies must make sure that their road to production
is protected throughoufrom scientific discoveries to

chemical pathways and manufacturing know-how.

'E§ strong IP strategy and patent portfalie major assets
Ctd Warness the market potential of a discovery and to provide
ef cient barriers to entry.

A CRUCIAL ELE
IN THE CONSTRUC
A VIABLE BIOTECH C(

rations,
teams.

ution

the right pricesand volumes.

15



2. PHASE GROWTH AND TARGET
THE RIGHT END MARKETS

The strategy implemented during the scale-U
development phase will play a major rioleseparating
winning projects from losing ones. Large volumes
economies of scale and enable manufacturers searc
price parity with existing market alternatives to travel
down the cost curve — research data shomthattion

costs decrease by 30% every time capacity dodbles,

But the journey from scienti ¢ to economic reality — ma
sure that the designed pathway is economically ef cje

large scale conditions and securing manufacturing ca
—is not easy and could well nd start-ups ending up in
Valley before they nd this parity.

Finding multiple niche end markets willing to pay|
price premium for a clean ingredient might prove to
a practical approach before addressing lower-prict

3. MANUFACTURE SMARTLY
AT COMMERCIAL SCALE

P Biotech companies must asdgate complex industrial

decisions to reach the necessary capadither facing
MeABrmous investments to build their own facilities, or nding
NiNg Bight production partnera @ontext of capacity
furg?ﬁfrtages at contract manufacturers.

And while scale is critical to reach viable production

kcl:r?sts,other drivers such as input costs, geographical

nftalcr)]tprint and transportation cost optimisation, and

3l,iéﬁl%t%nology improvemeni$rom strain engineering to

Dgﬁwnstream processes) play a significant role, making
the need for a flexible and modular production tool
even more crucial.

a
be Unfortunatelygumerous projects nd themselves unable

d to go beyond the manufacturing scale-up step, bringing

industries.

3 Synonym — State of Global Fermentation — November 2023
ht

their journey to a premature end.
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MARGIN AND CAPITAL INTENSITY OF R&D PROVIDER AND INGREDIENT SUPPLIER

BUSINESS MODELS DIFFER CONSIDERABLY

Value chain steps

Simplified
business model

Opportunities

Operational
focus

Many biotech companiesw stand at the foot of the manufacturing scale-up cliff. The beneuls ttheyncfrom
designing robust strategic alliances with experienced engineenmdaatdring players are ciééney do not opt for

Business model 1
R&D provider

Business model 2
Ingredient supplier

Revenue potential: Small
EBIT Margin: =30%
CE turnover: ~5x
ROCE (before tax): +++

= Mixed profile of revenues (one-shot
projects and potential future royalty
streams on developed products)

- High fixed costs (research teams and lab)

- Success rate of projects and ability to
generate recurring downstream value from
licences and royalties

= Experience effect on productivity by
focusing on a platform / pathway delivering
multiple ingredients

= HR adequacy
= |IP protection

EDEDED

Revenue potential: ariable
EBIT Margin: 5-15%
CE turnover: ~1x
ROCE (before tax): +

=» Recurring revenues once production is
under way, with either high value or volume
strategies

=» High investments to produce in-house or
options to outsource to external partners
and search for cost optimisation

- Strong market potential due to substitution
dynamics and favourable regulation

-» Economies of scale and high investments
leading to strong competitive advantage if
commercial scale is reached

= Access to capacity / make or buy
-» Cost optimisation to match price parity

such alliances, they will have to navigate Death Valley on their own...

17

Business model 3
Consumer goods

D XD XD XD
Revenue potential: Large
EBIT Margin: 15-25%
CE turnover: ~1.5x
ROCE (before tax): =

= Sale of consumer products

=» Heavily reliant on initial marketing
Investments to create, grow and sustain a
new consumer brand

- High gross margins can be expected if
maturity reached

= Upstream make or buy decisions (R&D,
ingredient production)
- Marketing and distribution strategies
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// THE CULTURAL CORNER
THE UNNATURAL QUEST
FOR THE NATURAL

Our current quest for the natural is multiplying the paradoxes that see
doom it to failure.

The first paradois reflected in an expression that itself is not far fro
oxymororif we must go looking for the natural, do we not end up with ju i
the opposite?

Sophie Chassat
Senior VP Sustainability,
Accuracy

In hisBook of the Couri£s28), a guidebook of sorts for the peofeeéte
hommef the Renaissance, Baldassare Castiglione recommends that his readers
evincesprezzaturaa natural air of nonchalance
that can Coﬁc?a' deS|gn- and show that what "*The more a society turns towards the natural, the more it moves away
done and said is done without effort and aImosft . - .

i rom nature. The quest for the natural is the perfect alibi for absolving
without thought’. He concludes: ‘true art does - . T

ourselves of our indifference to the destruction of natberéluisisnt

not appear to be art; nor to anything must we

. .. .. . of those who have lost their paradise forever.
give greater care than to conceal art, for if it is

discovered, it quite destroys our credit and bringg, other words, the quest for the natural is denaturingves;

us into small esteeffitie natural thus appears  should replace it with the quest for nature. First, because it is urgent:
to be the result of highly sophisticated uit as set out in the Kunming-Montreal Global Biodiversity Framework from
how much effort must we make to appear naturay:opls, we must restore 30% of degraded natural zones and conserve at
The second paradas the following: never least30% of the land and seas of our planet to maintain their habitable
have our ultra-urbanised and digitalised lifestylegonditions.

taken us further from nature than now, yet we _ ) .
. . .. _Then, because reconnecting with nature has numerous positiv
are looking to reclaim all the values associated

. . effects, as demonstrated by multiple scienti ¢ studiestfuction
with that natur&imple, frugal, healthy, vegan, ) ] ] -
nude, neo-ruralthrough these adjectives, we of stress and depression, increase in cognitive performance,
celebrate the virtues of the ‘natural’ in our Waygroduction of proteins by the body that improve immunity. There
of consuming, dressing, eating, fantasising abo@€ social consequences too, with the strengtheninguod links
our ways of lifBut the natural does not equate  the sense of communiNgture is intrinsically important to our
to nature... health,our ability to learn, our well-being, our spiritual and social

life.To put it another way, nature is an antid&tieard Louv talks
The American journalist Richard Louv, autho&bout ‘'vitamin N’ (N for Nature)

of Last Child in the Wo§2B10), created the

expressioimature-de cit disorderto designate Finally, because this reconnection with nature is the best way

the ills resulting from our growing disconnectiomf inciting people to preserve A.study asked adults living in

from nature: ‘Nature-deficit disorder describesyrban areas about their attitudes to nature. Speci ¢ questioning made
the human costs of alienation from nature, among possible to determine whether these people had lived close to a
them: diminished use of the senses, attentiomatyral area or regularly participated in outdoor activities in their
difficulties and higher rates of physical and.pjighood. The results showed that those who had been in closest
emotional iliness. This disorder can be dEEtec'[e&iontact with nature were the most convinced of the need to act in

in individuals, families a”‘?' communities. favour of the environm&he quest for nature is self-reinforcing!
Louv shows that, far from being a means of

reconnecting with nature, celebrating the  Whilst the quest for the natural ends in just the appagitest for
natural distances us from it: nature is a positive sum game that must be encouraged.

*For example, Ulrich et al. (1984); Lohr and Pearson-Mims (2000);
Klemmer, Waliczek and Zajicek (2005); Bunn-Jin Park et al. (2009); Tayl
and Kuo (2009); Li et al. (2010).
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Innovation is, by definition, an unpredictable
adventure, a journey into the unknowt’s a dance
with uncertainty, a relationship that innovators m
embrace. Despite attempts by many companies to cr
the illusion of certainty, the intrinsic connection betw
innovation and uncertainty needs to be understo
Companies can now leverage — more easily and |
expensively than ever — the three Es of lean innov
(empathy, evidence, and experimentatiormavigate
and thrive amidst this ambiguity.

INNOVATION’S INHERENT UNCERTAINTY

The path of innovation is rarely straightforward
predictable. If an innovation can be defined as a n
obvious solution to an obvious problem, then it is ea
see thaevery revolutionary idea begins as a seed of
uncertainty,growing in the fertile soil of ‘what-ifs’ an
‘maybes’. This inherent uncertainty isn’'t a drawbac
a flaw that can beptimised under constraintg¢as
engineers would like to believe) but a necessary con
for breakthroughs. It's in this environment thaitgreati
and progress flourish.

LEAN INNOVATION: THE ANTIDOTE TO UNCERT

Lean innovation principles offer a framework for mana
the unpredictability of innovalibey revolve around
three core tenets:

1. Empathyunderstanding the user (and the non-user) is paramoung Bypiadkpects, customers and experts,
companies can gain deep understanding into their problems thatimgedddsolwhich they would be willing to pay.

This means delving into their neefitgstrations, current behaviours and aspirations. Companies loauthbiersodiitions

to create real value to solve real prolllaimaiser-centric approacgathering the right data from users, prospects,
super-users and non-users, provides directional certainty in tieeftajrai/u

2. Evidencenot knowing what solution will work is acceptable; not knowing amdlimgdérsiaroblem you are

solving is not. This is where data and market feedback can work like conapégstisgfohe innovation journey.

22

While top managers are told to decide with theirthig,
is usually a bad idea in innovation. As Deming once
‘In God we trust; all others must bring data.’ Evidence

This is why Steve Blank, a well-known professor and Silicon
Valley guru, famously implores innovators to ‘get out of the
building?’

Even if it's easier today than ever to cplbdtitative
datathrough surveys, chatbots and data collestion)d

be first and foremost about ‘talking to huma(sge

Giff Constable’s e-book of the same name) and qualitative
research.

It's from semi-structured interviews that innovators can truly
understand the problem in depth, as well as the ‘job to be
done’, in line with Clayton Christengerosdtor’s Dilemma

et al.) well-known thedrlye trick is not to try to use data

to remove uncertainty, but rather to use it tactically to
validate the next key assumption.

Here innovation starts to resemble the scientific method of
testing hypotheses as an iterative process. An important
dimension in the innovation process is the creativity needed
in order to conceive which experiments to set up, what
conversations need to take place with whom and what key
assumption needs to be validated next before proceeding.
When done wdkarning is accelerated, confidence is
increased and a go/no-go decision can be taken on the
basis of concrete findings.

3. Experimentatiowithin this evidence-based

approach, innovation should be seen as an iterative process
of testing and learning. As Eric Ries made famous in his book
Lean Entrepreneurshigating build-measure-learn
feedback loop is what allows innovators to ensure a
higher rate of successhen going to market.

By conducting low-cost, rapid experiments, companies can

Ui%f&ate hypotheses, learn from failures and steadily refine
D3R4 innovations so that they can go to market with the

innovation helps provide objective insights that confimg §fidence that they have achieved some form of ‘product-
challenge assumptions and guide decision-making, fayouyfiggket fit' — the holy grail of the innovator.

hard or grey evidence over mere intuition.

This approach helps to mitigate risks, on the one hand,

It helps avoid groupthinkyn the one hand, and trying|toand to capitalise on emerging opportunities, on the other.
innovate from an isolated research lab or within the confires doing so without taking outsized bets or requiring

of the office, on the other.

23

certainty for taking next steps.
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Thanks to tools like generative Al and/or 3D prinitiing),

\

.

Despite these uncertainties, Tesla, led by Elon Musk, took

easier and cheaper than ever to rapidly prototype a groddegp of faithThey empathised with a growing segment of

service or solution.

Everything can be experimented with; nearly everyth
be rapidly prototyped, such that successful innovator
are often those who can think up new ways to test hyp
cheaply, quickly and effectively — an important aspect
company’s innovation playbook.

For some companies that leverage platforms li
KickStartereffectively, this approach can even becomg
of their business model.

CASE STUDY: TESLA'S BOLD LEAP INTO ELECTH
VEHICLES

Tesla’s journey exemplifies the effective use of le
innovation principles in an uncertain markéthen Teslal
entered the automotive scene, electric vehicles (EVs
niche market, surrounded by scepticism.

The uncertainty was palpable — would consumers
EVs? Could electric cars compete with traditional veh
performance and pri¢é®v would consumers deal with

environmentally conscious high-end consumers who desired
a sustainable, yet high-performance vehicle.
ng can
5 tqédya harnessed evidence by closely monitoring market
bthesefis and consumer attitudéswards sustainability.
of ey didn't just follow the dhiy read between the lines
to see a future that others couldn't.

)

e
L part EXPERIMENTATION WAS
GAME-CHAN

They started small with the Roadster, a high-end, low-volume
car that served apeoof of conceptThis step-by-step
bcapproach allowed Tesla to refine its technology, learn from
early adopters agrhdually build the infrastructure and
credibility needed to scale up.

an

were a
THE EUROPEAN CAUTIONARY TALE

acdprontrast, many European automotive companies
clegadted for the uncertainties around EVs to dissigdtes
cautious approach seemed rational but was ultimately a very

autonomy anxiety?

costly strategic misstep.
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By the time these companies entered the market, Te

SlaH@dexample, thanks to electric vehicles reaching an adoption

already established a strong foothold. They had develdipgdng point, the uncertainty about market maturity has
advanced battery technology, a robust charging netwgrkstarted to wane.

and a brand synonymous with EV innovation.

The delay in embracing the uncertain EV market lef
European carmakers playing catch-up. This ‘wait ar
approach has now also opened the door in Europe
Chinese competitors unburdened by the legacy ICE
combustion engine) carmakers are carrying.

To make matters worse, and a fascinating exam
strategic irony, many of Tesla’s competitors in Euro
North America are paying Tesla billions of dollars eve
for carbon offsewghich is now a regulatory obligation
for carmakers.

We could call this a tax on the desire for certainty wh
innovating.

FINAL WORDS

Innovation and uncertainty are indeed BFFs (best
forever).

However, this has created new areas of uncertainty
t rﬂgh’;&;ive to the number and availability of charging stations,
d denumber of garages that can service EVs, etc.

to new
intAAshthe innovations in the EV market are driving new zones

of uncertainty in the internal combustion engine market, the
hydrogen motor market and even the used ICE car market.

ple of _ . .
be Igﬁ]&vanon begets uncertainty, and uncertainty begets

innovation in a perpetual dance.

ry year

Embracing uncertainty and applying the principles of lean
innovation — with its emphasis on empathy, evidence and
experimentation — allows companies to not just navigate but

n _
®"lead in times of change.

Tesla’s story is a testament to this approach, showcasing that
the willingness to innovate amidst uncertainty is not just
a strategy but a mindset that defines market leaders.

This approach is essential for any company looking to make a
friendik in an ever-evolving, unpredictable business landscape.

And the good news is that it is cheaper, easier and more

They coexist, each fuelling the need for the other.

effective than ever to adopt a lean innovation approach.
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_ ECONOMIC POINT OF VIEW
HOW CAN WE ENSURE
THAT FOOD PRICES
ARE SOUND?

Hervé Goulletquer
} Senior Economic Adviser,
Accuracy

Food crises, with their resulting famines, have marked therhiof the worldThey are still very much part of the present
in poorer countries, but this is no longer the case in the developepitedpdckiets’ of poverty still existing. Whether in
the United States or in Europe, a sense of security has developed, iithf flio@dveighe household shopping basket
falling signi cantly over time (in France, for example, from 30% if%96@@20) and food price developments remaining
both low and steadye question of purchasing power was more a matter of inanchprice dynamics in other areas,
like energy sometimes and housing often. But this stable and reassaeghas been transformed (or should that be
deformed?) in recent years, with the Covid-19 pandemic followediay i Ruskkraine. Now, we must all pay attention
again to the price of what we put on our Wtaishappened exactly?

Let’'s look at the American case (the analysis can be duplicated foredh&\&ucerosar initial acceleration phase

food prices in spring 2020 (a doubling of the year-on-year incrédbaechsbsable trend overall; put simply, from +2% to
+4%), the second phase two years lafap to +10%). The slowdown starts at the beginning of 2028;roub normal

is still not fully reached by the end of the year. This, of course, aotiteilstitedger overall in ation trend (food accounts for
more than 14% of the general consumer price index), tlgygrheiebecame much dearer, goes further to explain the ris

UNITED STATES: THE ROLE OF FOOD IN THE ACCELERATION OF CONSUMER PRICES

14
— Food — Consumer Price Index

‘Year-on-year, %
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The public health and geopolitical context of the last three years orsiyhaserbeiceptiodNgvertheless, it is worth

taking a closer look at the process that led to the acceleration of food piicgs so, let’'s head to Europe (once again, the
demonstration is largely valid on both sides of the Atlantic). We cam go tingsprecessing of food products and stop at
the commodity levetices are volatile; this comes as no surptisially, at least over a period of more than 25 years, the
‘line lossshock absorptiorstarting with a sometimes brutal bullish movement in commodéremanththdownstream

(i.e. following the transformation process from commodity to nistiea/pilatlle to the consumer), is signi cant, with
price acceleration becoming increasingly attenuated the furtfeardovengo. This was the case in 2007-2008 and again
in 2010—-2011; the sharp rise in the index of food commaditylypitee ta relatively moderate rise food prices, rst

at producer level and then at consumer level. This time, however, foli@bistgoak on a relatively ‘normal’ scale, the
downstream reaction was much more signitay.

EUROZONE: GREATER CONTAMINATION OF FODD PRICES FROM UPSTREAM MOREQWNBYEARS
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Food commodity prices are sensitive to climatic comtlitimmg other events that can hinder production or transport.
Geopolitical crises come to mind here. Whilst demand is moresttditgy around supply explains the permanent
sense of nervousness.

It is normally absorbed for the most part, simply Heecaesght of these raw commaodities in price formation for end-
consumer demand is fairly modesd% in the case of Canada. It is not too different for many other devedsped countr

We can conclude then that the issue also — and above all — lies elsewhere.

CANADA: FORMATION OF FOOD CONSUMER PRICES
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What has happened over the past few years? A lot!

» The criseswe have already mentioned ha

hampered harvests and their commercialisation. And |

forget the work done by professionals on the futures mar

The prices thus formed, or at least their movements, in
those shown on the spot markets.

There is probably some inclination to consider that the current
downturn will not bring prices back to the same level as before

v E;he series of crises of recent years.

et’s not
a Q’é‘{gy will end up higher, but it will be dif cult to say by how

udpgeh. With this in mind, the next — and certainly more
important — question is what economic policy measures

should be put in place to contain the upward risks.

* Disruptionsalong the supply chain have made

the prices of progressively processed products and tr
more expensive.

» Tensionsin the labour market have raised
cost of labour, and it is worth remembering that ove
of the period considered, productivity has been lax.

» Economic policiedor a time, have been high
expansionary, sustaining demand that was constra
the height of the lockdo
put in place to fight age

ansport
We can suggest a few.

thd_et’s start with those to put in place quicklityseems
[ Mfifite clear that improving access to food products and

stimulating their distribution are two essential initiatives.

ly
neld also seems necessary to ensure that the mix between

budgetary and monetary

policies continues with the

the pandemic. The sup IMPROVING AC aim of reducing in ation
has lasted longer than TO EFOOD PROD '
moments when econor AND STIMULATING THEIR DIS

were effectively ‘sealed ARE TWO ESSENTIAL INI

thanks to a rise in house
savings that are only grac
being used up.

We can see it in the graphs above; normalisation is un
way.

But how far will it goTwo opposing forces stand out. Gl
warming, a geopolitical environment that remains un
and a labour market that is structurally tighter due to
populations suggest that this normalisation process W
be partial.

By contrastjghtening economic policies could sloy
demand and weigh on price dynamics.

This would facilitate the
downturn in food price
dynamics downstream of the

production, processing and distribution chain.

der

In the more medium terrbetter market transparency

balnd the creation ‘strategic’ stocks are worth considering.
pba

stable

ageing - .
i”%\{ﬁ-ymust also make sure that productivity gains are

strengthened.

This objective is obviously macroeconomic in scale, but its
application to agri-food sectors is a Amgsall this while

fully pursuing the transformation process necessary to

How can we summarise all this?

3

achieve climate objectives.

0
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