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Source: http://ultramagicforest.blogspot.de/2012/03/cautionataie.html
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The Innovative Mindset:

Money cannot buy innovation... But enables it!

u Daedalos

A Was a skilful craftsman (Resources & Know how) } Financial Resources

A Had always a strong motive for his inventions (Proble

A His inventions were triggered by previous inventions Emotional Resources
(Evolution) (Patience,

< e : Persistence,

A He faced numerous difficulties and suffered consequencges Perseveranck
(Obstacles)
| 4
CGreatA Yy 2 @l 02NBR KI R I résiwad f

a history offailures. Coming up with somethingew is fairly easy;

Implementingit and making it a successthe real challenge.

Innovation is NOT just Ingenuit&
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DAEDALOS & THE LABYRINTH
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Approaches beyond Brainstorming

Source: http://ovidsmetamorphoses.blogspot.de/2012/02/daefkties-of-icarus.html
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Systematic Approach for Identifying Innovation Possibilities

u Chan Kim, W. &auborgne R.(2000)
A Study of approx. 100 companies, which have innovated repeatedly
b Database

b Data collection of product and service innovations
b Data collection on displaced products and services

—

u Whatis the likelihood that the customers will be attracted to the
new idea?

A¢KS da.dz2SNJ ' GAftAGe al Lk
u What price will unlock the greatest number of customers?
AAa¢cKS al aa tNAOS / 2NNAR2NE
u How can a company profitably deliver the new idea in the
market at the targeted price?
Aa.dzaxySaa a2RSf DdzA RS
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Buyer Utility Map: The Right Product...
The Buyer Experience Cycle

Mainte- :
Purchase Disposal
nance

u How long does u How long does u Does the u Doyouneed u Doesthe u Does use of the
it take to find it take to get product require other products  product require product create
what you the product training or and services to  external waste items?
need? delivered? assistance? make this maintenance? u How easy is it

u Is the place of u How difficultis u Is the product product work? y How easy is it to dispose of
purchase it to unpack easy to store u If so, how to maintain and the product?
attractive and and install the when not in costly are they? upgrade the
accessible? new product? use? product?

u How secure is u How effective
the transaction are the
environment? LIN2 RdzO G Qa

u How rapidly features and
can you make a functions?
purchase?

© Alexis Papathanassis 6



Buyer Utility Map: The Right Product...

Utility Levels in The Buyer Experience Cycle

BuyerExperience Cycle

Purchasg Delivery Use Supplements | Maintenance| Disposal
Customer ABC fame Litility
.. ever a

Productivity another stage
0
@ | Simplicity New Utility
> Lever at the
3 same stage
-'? Convenience New Utility Lever
= at another stage
)
o
> | Risk
-]
m

Fun & Image

Environmental
Friendliness
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Buyer Utility Map: The Right Product...

Framework Evaluation

Advantages:

wlt imposes a markefiocus on innovation consideration (i.e.
How can we improve the lives of our customers?)

wlt helps differentiate between simple offering extensions and
genuine innovations

wEven though even the most innovative companies occupy
ecdzau I ayYltt ydzYOSNJ 2F alLJ OSax
reminds people of the unexploited potential for innovation

Shortcomings:

w52Sa y2U0 NBIFIRAf & LI & G2 &SN
experience for productsp Requires adaptations to become
applicable for services)

wBuyer utility is not easily measurable / determined PLUS it depenc
on the customer

wL YL ASR FaadzYLWXiAzy Aa O0KFOG 0K
Innovation is not limited to giving the existing customer something
new, but also about locating new customers and / or markets!

© Alexis Papathanassis 8




Mass Price Corridor: The Right Price...

The Need For An Early Critical Mass

u / NBIFidAy3a SEOSLIiA2yIf dziAfAadeée F2N 0KS
right priceis also a key factor!

u Even though it is possible (and sometimes advisable) to test a new product / servi
with the noveltyseeking, pricensensitive customers, this is also not enough

u d9 1 NI & O NSnacksSdryf(espy howaildys) because of the following reason:s

A Economies of scale:
b Are necessary to cover the higbsts of innovatiostlevelopment
A Networkexternalities:
b The value of a number of products or services depend on the total number of peop
using them (albr-nothing proposition)
A Customer sustainability:

b Many innovations are relatively easy to imitate and cannot be realistically protectec
by patents, copyrights, etc.

b This means that customers need to be convinced from the very beginning that they
will not find a better value with a competitor
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Mass Price Corridor: The Right Price...

Strategic Pricing
DEGREE OF SIMILARITY / SUBSTITUTION Price Level (Step 2)
Same Form Different Form, Different Form,
Same Function Different Function,
Same Objective
High Upper | U D.ifficulttolmitate
Level u High degree of:
Prici A Legal protection
Size of bubble> Relative Market ficing A Resource protection
«————2 \/olume of Alternatives
LL / ‘
O _ _ _ u Relatively Easy to
o Mass Price Corridor (Step 1) Mid Imitate
o Level | u Some degree of:
Pricing A Legal protection
A Resource
protection
Low u Easy to Imitate
Lower | | |ow degree of:
L_e\(el A Legal protection
Pricing A Resource protection
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Business Model Guide: The Right Setup...

Idea Realisation

u The right product at the right price is not necessarily sustainable
competitive advantage

u Agood business modes a powerful defence against
Imitation:
A Cost Target:
b Is it set by the strategic price?
b/ Ly (KS LINRPRdzOGQ& NI ¢ YIFIGSNRAIFITA 0SS NFBLIX

b Did you significantly eliminate, reduce and outsource high costyédue-added
activities in your value chain?

A Partnerships:

b What capabilities do you need to achieve the value proposition, and which ones do you
lack?

b Which companies have the missing capabilities?

b Based on cost, quality, and speed, should you acquire those companies or partner with
them?

© Alexis Papathanassis

11



Business Model Guide: The Right Setup...

The Need For An Early Critical Mass

A Pricing Model:
bL&8 €2dzNJ AYRdzZAGNEQa LINAOAY3A Y2RSt |
b What pricing model: direct selling, leasing, tisteare, sliceshare, or equity
payment, would create a greater profit pool

Evaluating Business Ideas (Summary):
The right product with the right price, from the buyer’s

perspective... And the right business model for: delivering
it and sustaining innovative advantage.
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DAEDALOS & MINOS
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Source: http://monkeysinthecupboard.edublogs.org/
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Innovations of “Epidemic Proportions”

Reaching The Tipping Point

u Tipping Point (the point where a the possible become certain):
A Decisive moment / event
A Critical mass
A Threshold
A Boiling point
u Epidemics Analogy:

A Applied to innovations (ideas, products, concepts, etc.)

A Innovations can spread geometrically like viruses provided that the following
conditions are in place:

b Contagiousness (Messenger Function)
b Resilience (Message Property)

u Implied message is that:

A Innovation adoption is fairly easy to initiate (tipping point) provided resources are
concentrated in the right activities
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Contagiousness
The “Law Of The Few”

Pa

uctKS Y240l STFFSOUALS O2YYdzyAOI GAz

Word-to-mouth
G{GFNIAYS by SLARSYAO R2Sa y2d

Connectots To Spread g Mavens(To Provide Thg Salespeoplé€To
The Message): Message) Strengthen The

wKnow a lot of people (many il winformation specialists Message)
acquaintances not wWilling to share and wPersuasion artists
ysoOsaal NAt e communicate what they wEocus on detail

wHave an extensive social perceive as a good idea wSophisticated
ACTRDIE wGain genuine satisfaction b communication skills (incl.

wCharismatic at making and helping others solve their use of body language)
maintaining relationships problems
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Contagiousness & Resilience
Some Key Metrics

= Contagiousness Key Metric
(150)*:
o After several anthropological

studies, Robin Dunbar
concluded the max group size

for humans is 147.8

This represents the maximum
amount of people that we can
have a real social relationship
with (i.e. knowing who others
are and their relationship to us)

* Dunbar, R. (1992) Neocortex size as a constraint on group
size in primates, Journal of Human Evolution, vol. 20, pp.
469-493.

© Alexis Papathanassis

= Resilience Key Metric (7)**:

o Psychologist Miller concluded
after experiments that there
limitations on the amount of
information that we are able to
receive, process, and remember

o To deal with this we organise
information multi-dimensionally
and successively into chunks

(max: 712)

** Miller, G.A. (1956) The Magical Number Seven, Plus
or Minus Two: Some Limits on Our Capacity for
Processing Information, The Psychological Review,
1956, vol. 63, pp. 81-97
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Revisiting The “Epidemic” Analogy
ueE s P ) u“ ”
From “Epidemics” to “Flues”...

If we are to accept and entertain Which in turn means:
the ideas ofGladwelK wMasslinnovation (e.g. idea factories, mass
wX LT 6S 6SNB G2 Ayyzg¢ Pproductionofinnovation)

of: ooU_tiIit_y_—Impact (i.e. innovation must offer

wRapid technological advancement significant advantages to the user)

wInformation overload wQuickRealisation (i.e. short development

and production periods> if duration is

I : :
y RS shorter, need to start making money earlier)

OKIFyOSa 2F 0S0O2YAy3 _ B _
WX Ly GKS o08ai OFasds wlnnovationRepackaging (i.e. Repackaging an
G Ff dz H old idea / innovation and selling it as new

Exploit fultpotential)

If trendsF & S LUA RSGA éé,é *| It means that innovations

FYR FlakKAz2ya +  0F1 5063 shorter lifespan (are
what does this mean for displaced quicker)

innovation?
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Innovation Diffusion Model
Original Model (or Product Life Cycle)

A Innovators (2.5%): | A Early Adopters A Early majority A Late majority A Laggards (16%):
A Adventurous (13,5%): (34%): (34%) A Traditionalists
A Welleducated A Respectable A Thoughtful A Sceptical, A Limited info
A Welkinformed A Opinion A Extensive A Traditional sources and

A Welkoff (usually) et social network A Lower social s
A Risktakers A Popular status : Riskaverse
A Educated Lower economic
status

Sales / Time Period

© Alexis Papathanassis * Rogers, §1962, 1995)Diffusion of Innovationssree Press, New York 18




Innovation Diffusion Model

Cumulative Version (S-Curve)

A Laggards (16%)

A Early majority (34%)

Total Sales / Number of Users

A Early Adopters (13,5%)

A Innovators (2.5%)

A Late majority (34%)
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Innovation Diffusion Model

Individual Adoption Process

External Factors /

Influences Internal Factors /
(e.g. formal communication / Influences
marketing, massnedia

(e.9. word of mouth) Cognitive biases (e.g.

e attribution error, hindsight
- effect)

coverage)

RS

u Awarenessof u Positive (or u Activities related u Innovation is u Innovation is
innovation negative) to adopting or adopted and put in evaluated and
existence and opinion rejecting the use adoption decision is
utility development innovation u Utility / results are revisited

u Knowledge on (regarding the produced
potential usage /  INnovation)
application
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Innovation Diffusion Model

Innovation & Imitation Factor

External Laggards (16%)

e Facialts "X XD XD 1D XD
(Innovation
Factor) Late majority (34%) Internal Factors
I (Imitation Factor)

Internal Factors
(Imitation Factor)

Early majority (34%

p KPP P DD | D Cg
4

Internal Factors
(Imitation Factor)

Early Adopters (13,5%)

Internal Factors
(Imitation Factor)
Innovators (2.5%)

. p KPP PD S | P Cg
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Innovation Diffusion Model

Bass’ Innovation Diffusion Formula

Innovation Factor / - High Value = 0. 38 Imitation Factor / Internal
External Influences Low Value = 0. 03 Influences

\ /N,-l

N, =N, l+p(m-N” )+q —=(m-N,)

L S

Number of adopters  Number of adopters Market potential (total
attime t (e.g. 2006) attimet-1 (e.g. size of target group)
2005)

A “Bass-formula calculator” is available:
http://andorraweb.com/bass/index.php

© Alexis Papathanassis * Bass, F.M1969),A New Product Growth Model for Consumer Durgbles 22
Management Scien¢dNo:15 , pp. 21227



Diffusion Model:

Points of Caution

u In practice, there are too many exceptions to the classical diffusmmé:

A Diffusion Interruption:
bDue to another related disruptive innovation (which in turn starts its own diffusion curve)
blt simply does not take off (user resistance, company / industry inertia, practicality / feasibility issu
ABiModal Diffusion:
bhTUSYy AU A& 204SNV
AOOSNBAZYE a F f1 0
bTiming issues
bFollower advantage Learning from the mistakes of the first mover
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Typical Curve Bi-modal Curve

Interrupted Curve
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TEACHING INNOVATION

ProblemBased Learning & Project Management at the
Bremerhaven University of Applied Sciences
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