7H9H EHA
K B B3 o B 2

e
At




glFH S el =

=F 3 Tong Liu (UNIBO, EITDigital)
Z SRR B ZH N B IE KE Arcot Desai Narasimhalu 235

201657 A9H



EIT M GIHT H AN R B

elt

higher
education

Norway Flnl'lnd/
European Institute of 9
— 3
Innovation & Technology E&%f
9 Latvia
United Denmar k W
é\‘ Kingdom
business Ireland 9 NeQ, ohnd Behrus
Lopgon Behn
. kB\?lB:).‘um Gemnny/\Pregue
Paaris iCzeth ep
~ - e - ~ =hi - VW "a Slovakla
Entrepreneurship PR S g By .d
France . Y
W A Rom'mn
Clnatla’\'—\%
Serbia —
= Italy "o
BarcPlona ome lgaria—
ressarclh & b Mgid Q of fg,u\g;}nma%bu
teC no OgY Spain Greece

20085 3A 11 AR, EHETFRERHESHE, Mo, BULOERHL, FHRHNEFHRY

Tong Liu, Prof. Narasimhalu



F SR

Arcot Desai Narasimhalu ##%
EUESESEEUNIASHTES

SMU: #FMiKEEXE,

B SEEEFMEENE—

£ SMU

SINGAPORE MANAGEMENT
UNIVERSITY

Tong Liu, Prof. Narasimhalu




NPT

TANIR BT

Sl B R IR

Effectuation €l RIE
QaDIM BT 77 7%

SFT MBI

Causation & & % Sl R IE
Start up

ENIZ s

Y1 % R AEX

Tong Liu, Prof. Narasimhalu



NGRLESD

Understanding Innovation
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http://groups.yahoo.com/group/fun_and_fun_only
http://bp2.blogger.com/_MRq6mmTu1JM/Rxc48P2N9jI/AAAAAAAAAi4/eQ39bqf-b6s/s1600-h/transparenttoaster.jpg

BN CFIS

Seeing what everyone else sees, recognizing what others
do not, seizing the opportunity and benefitting the world.

And benefitting yourself in the process.

2010 2011

Tong Liu, Prof. Narasimhalu
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1. FERTZEEZR T Is ready, willing, and able to learn.

2. BB TI ik K% Chooses a large market in a growth industry.

3. RVIMZELLMIF Spends more time on initial positioning.

4. B BRI E Does homework on minimal capital requirements.

5. SHIEEMNE, EE Seeks out established suppliers and channels.

6. ZVIXERBERIZEFXTF Pays close attention to new potential competitors.

7. FmBR%RiE Is open to starting with customized product or service offerings.

Tong Liu, Prof. Narasimhalu N
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Causation and Effectuation



CAUSATION VS EFFECTUATION

« Causation (t£¥11£) — Idea = Market analysis + competitive analysis
-> Business Plan = Assemble resources = execute (Gaining market
sharel!l!)

— Market Driven

- Effectuation (S£173£) = What are the resources available = What
iInnovative permutations will you have = Which ones will you select
- How will you implement (Creating new markets!!!)
— Technology driven
— 89% 15 (Saras Saravathy 2011 X3%)

Saras Sarasvathy in 2011

Tong Liu, Prof. Narasimhalu
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A BIRD IN HAND PRINCIPLE

« Effectuation process — work with means in your hands?

* Who are you, who do you know, what do you know?

« Based on your strength — No need for additional resources

* Yngve Berqvist. Sweden Ice+ ice sculptor + traveller 2 Ice Hotel

Tong Liu, Prof. Narasimhalu
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AFFORDABLE LOSS

« Virgin — Buy planes with a sell back to Boeing. Knows maximum loss.

« Banker keeps the returns constant and reduces the risk
« Entrepreneur keeps the risk constant and increases the returns.

Tong Liu, Prof. Narasimhalu
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CRAZY QUILT PRINCIPALE

 Don’t focus on competition but focus on co-creation

« Branded T-Shirts — Suppliers supply only large quantities of T Shirts
Convince suppliers that you cannot afford large quantities.

« Access to new means by pre committing or co committing — new means is your
partner

2 HUAWEI P9Plus

CO-ENGINEERED WITH

Tong Liu, Prof. Narasimhalu
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LEMONADE PRINCIPALE

» Surprises should be seen as new resources added to existing means
 Example POST-IT — weak adhesive that was not the goal.

« Second example Microwave — Engineer bar of chocolate in his pocket
when he came close to Microwave. This is the surprise. He then said
how | can apply this surprise to create a kitchen appliance for warming

food.

Tong Liu, Prof. Narasimhalu
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|dentifying incremental Innovation opportunities

using Quick and Dirty Innovation Method
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QUICK AND DIRTY INNOVATION
METHOD

Add a feature

Existing Product

Remove a
feature
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QADIM

Add a feature
MWsim-F

Remove a
feature

sim~{L{t




QADIM
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Quality and Value of an innovation



fMEE ML

5R Faster
H{EE Cheaper
A 4F Better

H & B2 Simpler
5 §& 7F Sustainable

]
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This is a simple example to explain the quality
of an innovation.

Q = YP*N*D*L where

Q = fI# RE Quality of innovation
P=HPEETEE Extent of pain suffered by customers

N = BENE Number of potential customers
L = 445 B EA Life of the innovation

D = EUSHIHIHEE

Difficulty in assembling a solution as well as difficulty in copying.

Tong Liu, Prof. Narasimhalu
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Causation Principales



INNOVATORS DILEMMA

A

Performance demanded at the
high end of the market

Product
Performance

Performance demanded at
the low end of the market or
in a new emerging segmen

Tong Liu, Prof. Narasimhalu
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Car components
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INNOVATION RULES
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FUNCTIONAL TO EMOTIONAL

Innovation Rule 2

If a product or service addresses a functional need well,
Then explore whether you can
create an innovation that adds an emotional need

Tong Liu, Prof. Narasimhalu



PRODUCT TO SERVICE

Innovation Rule 3 a

Service

If a product addresses consumer needs adequately
And if the consumers cannot afford or need to own the product

Then

Explore creating a service innovation (Rental /Hire/Lease)

Tong Liu, Prof. Narasimhalu



PRODUCT RELATED SERVICE

Innovation Rule 3 b

Service

If a product addresses consumer needs adequately
And is difficult to be maintained by the consumer

Then

Explore creating a service innovation (Repair / Maintenance)

Tong Liu, Prof. Narasimhalu



DISRUPTIVE INNOVATION

* Innovation Rules provide a framework for identifying
disruptive / radical innovation opportunity

* Some disruptions lead to disruptions in the
components or vice versa

« Hence every company ought to look out for emerging
disruptions in its value chain / value network.

Tong Liu, Prof. Narasimhalu
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Components / infrastructure required for the
innovation

Easily Available Closely Held by
Incumbent

=CEA o Nele]lo)VANN [ e first to scale in CUIMENIRWVINS
the market wins

Innovation

InReVater WIRSHI

Difficult to copy [MIEIEIANEMBIEEOPLONN Timing Issue
hurales
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Harmonize

Innovation

Channels

What? [ Suppliers / ASSETS required

New Technologies
New Processes
New Markets
New Trends

[ ‘ Physical
Human
Capital

Finance

Harmonize
How?

Intellectual
Property

Tong Liu, Prof. Narasimhalu

Markets

Size
Price
Segment
Geography




STARTUP 2B Z 5 &

Stage 0
Stage 1

Stage 2

Stage 3

Stage 4

Stage 5

#x % Discovery: Activities designed to discover and to generate new
product
ML Scoping: A quick and inexpensive assessment of the of the

project and its

#E Al ER Build Business Case: This is the critical homework stage - the one
that makes or breaks the project. Technical, marketing and business feasibility
are accessed resulting in a business case which has three main components:
product and project definition; project justification; and project plan.

it % Development: Plans are translated into . The actual
design and development of the new product occurs, the manufacturing or
operations plan is mapped out, the marketing launch and operating plans are
developed, and the test plans for the next stage are defined.

M3 Testing and Validation: The purpose of this stage is to provide validation of
the the product itself, the production/manufacturing process,
customer acceptance, and the economics of the project.

A% Launch: Full commercialization of the product - the beginning of full
production and commercial launch.

Tong Liu, Prof. Narasimhalu



STARTUP |

i =

Stage 1 Stage 2 Stage 4
Preliminary Design In Service
Concept and Stage 3 Product
Development Development Validation Support
Phase 1 Phase 2 Phase 3 Phase 4 Phase 5 Phase 6 Phase 7
Manag- Product
Conceptual | &ment Overall \_|Preliminary - Detail roduc Product Product Program
P Review P Definition Definition | Definition |certification ; Program
Definition nd %%rbcfgxt Definition Review Release %23235 Completion |\ ' Review
Approval
Conceptual Detail Product
Definition Definition  Definition
Review Review Release

Key

A Phase Review

End of stage Review

Tong Liu, Prof. Narasimhalu
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STARTUP B BI M fE

e Time

Complexity

Tong Liu, Prof. Narasimhalu

Cost for the expected volume

Starting small
Going to the right source for information
Production location (offshoring/outsourcing)
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Identify key crltlcal.actlw.tles and retain
network of that W'l_l achieve What do you relationship with Which group of
partnersand  [hbs b provide to the  FIGLIHEE: customers do

model?

suppliers that customer? you propose to
will make the KEY & & Define the value B serve?
business model to the customers Describe their
profile.

What assets do you How do you propose

work need to deliver the to deliver your
value to your goods and services

customers? to customers?
FF4H 45 e & 45 1

What are the different means by which you
can generate revenue from your
customers?

Describe the major cost categories that are
required to implement the business model
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CUSTOMER RELATIONSHIPS
- Source of Inspiration

Tong Liu, Pro‘.

Q KEY
ACTIVITIES
KEY PARTNERS - Share knowledge,
. design tomorrow's
-470 prac_:tltloners enterprises CUSTOMER
ggtr‘fr" t”;li sd'ffefe“t - VALUE SEGMENTS
/~ Freslesiylon - Businesspeople
$ - Challenge and —
. ?\' encourage
N visionaries
KEY and game
RESOURCES f:g’;?yers
- Osterwalder outmoded CHANNELS
- Pigneur : - Retailers
- Alan Smith business models
r'-;.-_] COST STRUCTURE REVENUE STREAMS | >
/ = - Publishing - Books sold S
CE> - Production ’f'/.,,.:

halyr Distribution
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Founding a startup



YIEINE T &

ldea

Feasibility

Development

Launch

Growth/Maturity

Proof

Seed

Start-up

Early

1st, 2nd

Later Round:

Tong Liu, Prof. Narasimhalu
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Proof of
Principle

Proof of
Concept

Proof of
Value

Productize

Narasimhalu

Show that the technology works

Create a solution using the technology

Test with the target customer segment

Robust, scalable solution with bells and

whistles

Universities

Government

Angels




25+ M

1I0M-20M

1M-10M

250K-1M

Venture
Capitalists

Floatation

Founders

Grants

Business
Angels

Seed
Investors

Tong Liu, Prof. Narasimhalu

Increasing costs and due diligence

>
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1St
160 seed round
backed - 54%
companies
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Arcot Desai Narasimhalu 2009, Innovation Rules : a Step by Step Approach Towards Identifying
New Innovation Opportunities.

Arcot Desai Narasimhalu 2010, Random Thoughts on Innovation
Arcot Desai Narasimhalu 2010, Innovative Entrepreneurs VWorkbook
Arcot Desai Narasimhalu 2010, Readings in Innovation

Arcot Desai Narasimhalu 2012, Innovation Rules:
A method for identifying disruptive innovation opportunities?

Arcot Desai Narasimhalu 2012, An Extensible Framework for Selecting Incremental Innovations
Kauffman Youtube:

Effectuation:


https://www.youtube.com/watch?v=wwShFsSFb-Y
http://www.effectuation.org




