Technology and Innovation Management
· Closest to strategy – operations management supports technology

· Alexandre FIDANZA

· Alcatel (R&D, mfg), Renault (QA, Business Dv) and ICC (Business Dev & Cptl Vent)

Using video materials from Clayton Christianson

Introduction – Day 1


Technological change and innovation


Day 2- Introduction to Technology Managemnet




Technology Strategy


Day 3 – New Product development

All available on Moodle….

Methodology


Individual Work



Readings (Summarise - 1 page per chapter key points) 

Text Book



One post module assignment


Lectures


Videos


Work in Group (case studies) – Powerpoint presentation…

Assignments and Assessments


Class participation: 10%


Individual work
55%



Reading summary presentation 15%



Post Module (after class assignment) 40%


Presentation?
35%?


Group of 5/6


Evaluation criterias 



Quality of presentation (draw and illustrate your ideas_



Quality of arguments and links with course concepts



Use of course vocabulary



Accuracy of answers during the presentation…

What is Technology Management?

· How would you define strategy?

· Company battle-plan/ long term plan

· Approach to translate objectives into targets

· 4 Choices

· Business

· Are you in the “truck business” (Renault) or “road transportation solutions” (Volvo)?
· Road transportation solutions allows for rentals, etc, etc

· By redefining the business, you can find ways of innovation

· Customers

· Which customers do you want 

· Product/Service

· Process

· Strategy can be viewed as the joint of these four choices…

· Innovation can be viewed as the way to break the rules of the strategy and these choices…
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· Easyjet 

· Innovated through contacting customers through the Internet – reduced costs in value-chain…

· Using medium airports rather than large airports and high costs…

· Through these moves, Easyjet was able to disrupt the market

· The incumbents would not have had the margins at the cost that Easyjet was allowing… And they would have had issues with the best ways to get their customers not using the Internet
· How would you define management?

· Enabling?

· Taking decisions?

· Directing and controlling?

· Resource allocations?

· Innovation?

· Organisation?

· Systems

· Management is defining the system and putting the system into place

· Adapt new rules and new systems

· Systems

· Resources – easy to change

· Processes – less easy

· Culture – very difficult

· Operational definition of culture

· Patterns of behaviour?

· The way things are done in the organisation?

· Values?

· Culture – the way you are defining the problem and the solution you are proposing…

· C.f. Renault and Volvo – different cultures, therefore different problems and solutions…

· Without changing culture, you will not achieve your goals…

· When he was CEO – people had been part of the “loser culture” – for 10 years there had been downsizing…

· So he gathered everyone all 3000 workers and their families… and asked for their support…

Strategy ( Management ( Culture

Is innovation predictable?

· What are the drivers of innovation?

What is technology?

· Technology is knowledge – it is the development of the product…

· It is a flexible resource – you can develop it by yourself, or you can acquire through technology transfer

· Management is to develop technology

· How can we develop ideas? How do we select ideas?

· As a manager of technology, you need to generate and select ideas…

· Innovation is when you can address to non-consumers… When you address to consumers it is incremental development to continue your ongoing customers

· If you don’t have electricity, you can’t consume TV… So if you package TV with solar panels, you can address non-consumers through your new innovation…
· Easyjet innovated by addressing to non-consumers of air transportation by providing a low cost solution…

· If you want to find the innovation, you have to first find the non-consumers…

· Renault – Logan… €7k – very lean car… innovation? Addressing non-consumers by allowing them to buy new cars…
· People buy performances, not technology
· Ipod vs Walkman – IPod provided additional features to non-consumers…
· RFID… replacing bar codes…
· Through this technology you can deliver services…
Predicting Innovation - Video
· The Challenge:

· Creating and Sustaining Growth

· 90% of all companies are unable to sustain above-average growth for more than a few years

· 80% of venture capital start-ups fail

· 75% of new products launched fail

· Innovation is henece perceived as risky

· Traditional thinking: risky and unpredictable

· Management needs to be controlled

· Understanding which factors to control is key

· Intrinsic randomness in mfg processes…

· Process management is related to ways to deal with unpredictability

· Toyota – there is no randomness – there is a cause for the randomness – every time there is an issue, you need to try to understand why there is unpredictability

· This way you can ensure that you can reduce the risk of loss…

· Creating new growth: a predictable process

· Modern quality movement created predictability in mfg

· Bringing together innovation to lead to growth

· Tagoushi – 99%/1% is a defect…

· Let’s think about why we have a defect – the 5 whys?

· The possibility to identify where the flaws are being caused
· How do we beat our competitors?

· Disruption

· Model Basics

· Performance measures

· Performance customers can use

· Technological progress tends to outstrip the ability of customers to use the technology

· Incremental – market changes

· Breakthrough – technology
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· Performance is in terms of the “job to be done”

· Segmentation of the market – segment in terms of the job to be done…
· Achieving sustainable growth
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· Think Netbook market… New innovation with existing technologies

· Renault – we tried to develop Logan 25 years ago – but we couldn’t, because we used the existing organisation… The existing org is not designed to develop this kind of lean car…

· This is why Renault took over Dacia in Romania, because the resources, processes and culture were better matching the needs of the lean production…

· Breakthrough vs incremental
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· The speed of computers have overshot what the mainstream market can use…

· Intel: Technology vs Business Model
· Disruptive technologies tend to displace the incumbents whilst the breakthroughs and increments benefit the incumbents…

· What makes this so hard?

· Straightforward technology disrupts the business model of the leader…

· Digital Equipment Corporation Story

· DEC’s PCP-8 is considered the first mini-computer

· 1988 they just dropped…

· Why did the company fall?

· Every minicomputer company collapsed together…
· Something more fundamental must have happened to the market…

· DEC  didn’t realise that people cared about the personal computer, because they started off as toys… and due to the trajectory of the growth they crossed through the technology…

· For DEC, because everything was so expensive, their business plans meant that they required 45% growth on $250k and 60% on $500k…

· The choice on the Personal Computers was a decision on 20-40% on $2k….

· The low end market wiped out the high end market…

· The innovators dilemma

· Always listen to your best customers

· Focus your investments where you can get the best profit

· …but these paradigms don’t hold when disruptive innovations come in
· The incumbents do not have the right culture to deal with the problem… Their organisation and their culture is not designed to change to adapt to the new changes…

· If you have several billion, you wouldn’t try to build a project with low millions, it’s not worth your investment… It’s not on the scale…

· PCs grew from toys – children were non-consumers… these systems were not good enough to do supercomputer tasks…. But they were good enough for kids, and through growth in power they achieved disruption….

· Non-consumers are the drivers…
· Easy to go from simple to sophisticated… it is very hard to go from sophisticated to simple…

· Galanz – 40% of the world market of microwaves
· Develop the market in China – the price was too high…

· How do I develop my market in China? I need to address non-consumers…

· Who are the non-consumers? People with low income – smaller, less features, etc, etc, but it worked … For the non-consumers – the choice was either you buy the cheaper one or none – that way they achieved volumes in their market…

· Then they used their disruptive technology in the Western market by turning non-consumers into consumers…

· Disruption in the Steel Industry
· How could a group of steel companies that are known as minimills…
· A major steel mill costs about $8billion to build… whilst a minimill allows you to produce steel for 20% lower cost…
· The incumbents didn’t adopt the minimills…
· As the minimills attacked the “rebar” market…. Their gross margins were only 7%... but the major mills rather than updating their processes… They reconfigured to investing in the more profitable pieces of the market…
· But the minimills had a 20% cost advantage…
· But by the end of the 1970s, they pushed the major mills out of the market… and price of that market dropped by 20% to the value of what the minimills could make it at…
· So the minimills started looking at how to make the more expensive market segments… They managed to sell angle iron ; bars and rods, etc, where the margins are 12%... And the integrated mills gave up on the less profitable piece of the business…
· So then they moved to Structural Steel... 18%, but as they innovated into the low end of the market, they attacked the application where they can make money, but they created a situation where the giant ran away from the market…
· Through a strategy of disruption, the competitors leave rather than fight
· The incumbents almost always beat the new entrant when they have a sustaining strategy – because the leader is motivated to fight…
· If you come in with a disruptive strategy, the leader will leave the less profitable area of the market…

· The minimill growth was new technology (therefore, high risk), existing market (low margin), new organisation (new culture)… Therefore low cost strategy…
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· 3G

· Business – segmentation…
· Who are the customers?

· What are the services, products and actors?

· What are the processes?

· Each business is it incremental, is it a breakthrough – what about Ericsson…

· Then answer the question of the case…

· Deliver within one hour the presentation…

The 4 Choices to Strategy Formation

	Business
	Mobile Telecommunications Systems
	Networks

	Customers
	B2B & B2C
	B2B

	Products/Services
	· Handsers


	

	
	
	


Radical innovation or an incremental innovation

· Radical technology

· Architectural change

· Huge jump in technological performance

· From narrowband to broadband

What factors do you think will influence the rate at which 3G technologies are adopted?

· Cost of handsets

· Cost of Services

· Availability of 3G handsets

· Introduction of services

· Market trend

· Newer technologies scheduled for market entry

· Technical support provided by the 3G technology provider

· Availability of 3G in markets

Is Ericsson trying to offer more technological capability than consumers really need?

· 2002 when technology was developed there was too much

· 2008 – people are using it

Is Ericsson’s focus on 3G technologies a good strategy?

· Yes, because they developed a technology for the future

· 3G technology niche strategy for Ericsson?

· 3G technology way for new technologies
Disruptive


Sustaining

Digital Telecom





X – same consumers

Caller ID






X – Same consumers

Steel Minimill



X – non-consumers (low cost)

Pentium 4 vs Pentium 3




X – same consumers

Dell – Direct to consumers

X – non-consumers (low cost)

Day 2 - Technology Management

Technology – The theoretical and practical knowledge skills and artefacts that can be used to develop products and services as well as their production and delivery systems.

Introduction – innovation process….

Ideas ( invention – through creativity

Product vs Process innovation

· Product innovations are embodied in the outputs of an organisation – its goods or services

· Process innovations are innovations in the way an organisation conducts its business, such as in techniques of producing or marketing goods or services

· Product innovations can enable process innovations and vice versa

· What is a product innovation for one organisation might be a process innovation for another:

· UPS creates a new distribution service (product/service innovation) that enables its customers to distribute their goods more widely or more easily (process innovation)

· Process effectiveness and efficiency in the value chain (minimising handovers)

Comparison of car brands…



Customer Satisfaction

Operating Margin

Renault


11/20




3%

Volvo



13/20




5%

Scania


16/20




10%

Effectiveness and efficiency lead to increased customer satisfaction and increased operating margins…

But if you need to arbitrate between effectiveness and efficiency, then you must focus on effectiveness, because you need to keep your customers happy, because of the benefits of added value and repeat business…

Definition: Quality – considered in terms of the performance of use for customers… How? Quality as measurement
3 different definitions…

1. Quality expected by the customer – expect car to get 5l petrol/100km

2. Quality perceived by the customer – drives fast & perceives 5.7l/100km

3. Quality delivered by the company – test car to 5.3l petrol/100km

Ways to improve? Enhance product or educate the customer of how to reach the best fuel economies…

Therefore as manager you need to work on effectiveness...

Performance ( explicit performance (the customer tells you what he wants)


  
     Implicit performance (customer does not tell you what he wants, but he wants something)

By understanding implicit performance, there is a big opportunity for innovation…

Brief marketing diversion… ;)

The 5 Customer purchasing behaviours
· Initial price (lowest price decision)
· Investment (duration or resale price decision e.g. Swiss Watch)

· Value for money (operating cost; performance per cost)

· Feature (value for money + technology)

· Best (value for money + social status)

Behind this decision you have to fine tune your products and services…
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How? Measure the difference between expected quality…

Improved processes can allow you to provide higher performance for a lower cost…

Renault & competitors made a bid for 10000 vans…

The products were pretty much the same…

So they videoed drivers of vans for a full week…

The drivers made 80/100 deliveries a day…

They were walking out of the door and round to the door, and then off, which took 60 seconds… so they innovated the product so that they could go through the van and walk straight out in 15 seconds… but 45s * 100 deliveries a day * 365 * 10000 was a lot of time savings…

They charged more for the development, but were able to justify it by the cost savings…

Radical or disruptive vs incremental innovation
· radicalness of a technology innovation is the degree to which it is new and different from previously existing products and processes

· Incremental innovations may involve only a minor change from (or adjustment to) existing practices

· The radicalness of a technology innovation is relative; it may 

Competence-enhancing vs competence-destroying technology

· competence-enhancing innovations build on the firm’s existing knowledge base:

· intel’s Pentium 4 is built on the tech for Pentium III

· competence-destroying innovations render a firm’s existing competencies obsolete:

· Electronic calculators rendered slide rule expertise obsolete

· Whether an innovation is competence enhancing or competence destroying depends on the perspective of a particular firm

Architectural vs component innovation
· a component innovation (or modular innovation) entails changes to one or more components of a product system without significantly affecting the overall design:

· adding gel-filled material to a bicycle seat

· an architectural innovation entails changing the overall design of the system or the way components interact

· transition from high-wheel bicycle to safety bicycle

· most architectural innovations require changes to the underlying components also

Management of innovation vs management of technology
· idea generation + problem-solving ( invention

· Invention + implementation ( innovation

· 12-20% of inventions results in successful innovation

· Innovation + diffusion ( economic value

· Management of innovation is the creation and development of ideas

· Management of technology is the acquisition and application of existing innovations (diffusion)

· Links engineering, science and management disciplines to plan, develop and implement technological capabilities to shape and accomplish the strategic and operational objectives of an organisation

The job of a new CEO is to connect companies with external actors…
3 Stages of the innovation process


Creation of knowledge 


Transformation of knowledge


Utilisation of knowledge

Impacts of technology

Internet

· Driver of firm’s & markets growth

· Driver of competition

· Affects competitive advantage & industry structure…

Innovation networks

Creation of new knowledge – government institutions, R&D labs, universities

Application of knowledge


Applied research – government agencies, corporations, universities, and entrepreneurs

Development, engineering, commercialisation – corporations, private firms, venture development groups…

Disruptive strategies that win
Two types of disruptive growth


Low-end disruptive strategy



Low cost business model



Lower overheads



Higher asset turns



Lower growth margins


New-Market disruptive strategy


Addresses non-consumers

Low-end disruption in the retailing industry

First wave: Mom & Pop stores turned their inventory 2x with 40% margins, whilst department stores turn 3x 40% margin, 

Second wave: catalogue selling – 23% margin on 5x turns

Third wave: discount department stores – 

Fourth wave: online department stores…
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Through changing business models, turning over the inventory more regularly can increase profit though margins are lower…
In terms of the innovation in the retail industry – what was the innovation? It was the process… i.e. supply chain management – a competitive weapon…

New-market disruption – transistors…

Sony introduced the transistor radio offered terrible quality products, but since the alternative was nothing at all (for teenagers), they were very happy to have the poor quality product…

Then after a while, the new market and the transistors were invested into developing the tools…

The established vacuum tube players competed against consumption, rather than non-consumption

By attacking products that are better than nothing, Sony met an easier need…

Leaders are willing to invest heavily (vacuum tube industry invested significant billions into the transistors), but fail because they try to cram new disruptive technology into existing markets, rather than competing in new markets…

New-market disruption: solar panels in Mongolia

Solar panels are good enough for non-consumers of electricity…

Making the strategic choice

· Disruptiveness is expressed in the form of the business model, not the technology

Galanz – Strategic options

· sustaining innovation

· compete against established competition

· low-end disruption

· limited profit options

· New-market disruption

· Large market of non-consumers…

Designed an incredibly small and cheap microwave oven  - selling 10s of millions of microwaves… As they move upmarket by offering increased features, everything moved into the bottom line…

Strategic choice

	Disruption/

Innovation
	New-market
Disruption
	Low-end
Disruption
	Sustaining Innovation

	Customers
	Non-consumer or non-producer
	Overshot customer at low-end of existing market
	Undershot customer

	Technology
	Simplicity, customisation
	Good enough performance at lower prices
	Improvement along primary basis of competition

	Business model
	Completely new business model, different from core business
	Attractive returns at low prices
	Extension of winning model

	Competitor response
	Deem market too small to matter; lack key skills
	Motivated to flee incursion
	Lack skills to compete successfully


Leaders have processes optimised for existing customers, so they find it very difficult to meet the needs of the new markets…
Product to service delivery models

How do you think about product-based industry transitioning to a services-based delivery model?

Separation between product model or service model made by economists is a unfounded

Credit cards – offering a credit card was done on the basis of a loan officer asking a load of questions and checking a load of questions to make sure you’re going to pay…
Credit scoring – where do you live, where do you work, how regularly do you pay your other bills

These credit scoring algorithms started with store cards and then improved until the systems became done in all loan applications and because it was better, cheaper and more reliable, loans and consumer credit became more reliable…

Now all these services have actually become products…

If customers are all being overshot, there is no distinctive perceived benefit to the customers… The only way to drive growth is then to add services, or reduce cost…

Company A – work with 4 components

Company B – work with 4 components

Then you end up externalising and standardising the specific components… so that the bargaining power in the market moves towards the suppliers…

So the OEMs can only add value through building services…

Financial guy analysed the breakdown of cost…

Let’s outsource the manufacture of components…

So they created a supplier of microprocessor…

But by doing this, they lost their competitive advantage in the ownership of the market…. And the supplier started selling the microprocessor to other companies, and that meant they lost control of the PC area…

Optimisation of all the processes is different to the sum of the optimisation of each of the different processes…

Technology Cycle
Technological discontinuities

· period of technological and competitive ferment

· emergence of industry standard or dominant design
Technology cycle 


Variation – technological discontinuity – competence enhancing, competence destroying


Era of ferment – substitution, design competition


Selection – Emergence of dominant design


Retention – era of incremental change

Discontinuity & Dominant design

Dominant Design

“A dominant design in a product class is, by definition the one that wins the allegiance of the marketplace, the one that competitors and innovators must adhere to if they hope to command significant market following.

The dominant design usually takes the form of a new product or set of features synthesized from individual technological innovations introduced independently in prior product variants”
Examples of dominant design

Windows, QWERTY keyboard, VHS… etc, etc…

Technology life cycle: the “S” curve…
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Sustaining vs Disruptive innovation
Disruptive technology

· Brings “lower” product performance in the near term

Impact of disruptive innovation on economic growth

Xerox – Large customers, top end product, direct sales process

Cannon – Cameras, but low quality photocopiers… but it was affordable for non-consumers… i.e. smaller companies… SME customers, smaller product, dealer process, and managed to capture 50% of the market – and on the basis of market growth, were able to improve their copiers…

IKEA – control their own supply chain management… Delivering and distributing furniture is a very high cost… Downtown stores == high rent… Therefore save money by out of town stores and transportation…




Existing actors


IKEA

Customers

High level



Medium/low level

Product/Service
Assembled



Not assembled

Location

Downtown



Out of town

Product

Non-standard


Standard

IKEA – offered the maximum of variety with the minimum of components…

Common components means less products to maintain and less storage, and less inventory… All those good things – how supply chain is a competitive weapon…

People don’t buy chairs – they buy the performance of a chair… 
Creating the right organisation for growth

Surviving disruption

Do established companies ever survive disruptive attacks?

Yes

How do they do it?

Set up an autonomous business unit, and giving it the charter to destroy the original…

Survivors

IBM 


Minicomputer/Mainframe


Personal computer/mini computer

Hewlett-Packard


Ink jet / Laserjet – they created a new company and gave it the charter to displace the other company…
Spinning out: not always the answer

· If sustaining, no need to spin out

· If disruptive think about what kind of organisation is appropriate

How separate is separate?
Not necessarily a physical separation

Keep separate from processes and cost structure that will allow better growth?

Separate from pressures that force me to get too big too fast

Disruptions have a longer runway…

Innovation at Sony


New-market disruptive innovations between 1955-1980…


1980-Current – sustaining innovations

What happened at 1980 that stopped Sony’s disruptive innovations?

Prior to 1980, every product launch happened on the basis of intuition of chairman and advisory group (relying on no market research)
After 1980, Sony hired their first MBAs ;) – product launch decisions based on quantitative analysis of existing markets – there is much more potential for growth outside of market surveys…

If you are changing your point of view, you need to change the paradigm…

If you do what you always do, you will get what you always did…

As CEO – first task is to train your executive committee so that they see what other organisations are doing… and how to keep growth going on…

Resources, processes and values
How do I know what an organisation is capable of?

You wouldn’t give a person who is incapable a role they can’t achieve…

In the same way, you need to think about organisations…

	Resources
	Processes
	Values

	Things a company has or can access
	Established patterns of interaction
	The criteria by which prioritization decisions are made

	People
	Hiring and Training
	Ethics

	Technology
	Product development
	Cost structure/ income statement

	Products
	Manufacturing
	Customer demands

	Equipment
	Planning & Budgeting
	Size of opportunity

	Information
	Market research
	

	Cash
	Resource allocation
	

	Brand
	
	

	Distribution
	
	


Flexible


Not Flexible


Not Flexible
Resources are flexible, whilst processes are designed not to change… so processes are fundamentally inflexible.
A company’s values change in a very predictable way over time…

A company’s stock price is the discounted value of an expected cashflow over a given time…

The stock price is driven by changes in the rate of change in growth…

They have to grow at a consistent or improving rate…

	Company Size
	Growth Needs
	New Business Required

	$40million
	25%
	$10million

	$40billion
	25%
	$10billion


There are not many opportunities which are worth $10bn in their first year, so there are difficulties with instigating growth over time…

By creating a separate company, you can share resources, and you can share processes, but you can have different values…
By sharing the processes, you can share much of the cost…
Daimler/Chrysler vs Renault/Nissan ( one massive failure, one success…

The difference was in trying to convert a company to their own values…

Intel’s Resources, processes and values

Do they have the resources to succeed?

Will their processes be able to develop over time?

Will their values be able to prioritise low end chips over expensive ones…?

They have a shed load of resources available…

Will their processes be able to develop a cheaper chip? Their processes will not facilitate these investments

Will their values be able to? Well, they can’t focus on low end chips
Intel’s Pentium processors ( vs Intel’s Celeron ( they had to create a spin off company with a separate company with different values to create the Celeron…
Who should I hire to run a new venture?

The problems that managers have wrestled with in prior experience…

How do I know if a manager can run the new growth business?


Look at the past-tense verbs on his/her resume


What kinds of problems has he/she wrestled with?

Most of the senior managers who find great success at running large, global stable, businesses have not attended the right schools of experience…
The kinds of problems that you wrestle with in new growth organisations are very different to the kinds of problems that you wrestle with in core businesses….

What problems do we know for sure this new venture will confront?

- 

What kinds of problems should management have had experience with?

Strategy Implementation
Deliberate Strategy – defined, articulated by top management

Emergent Strategy – 

Research Study
400 growth businesses started by HBS alumni
200 were successful


- 93% followed a strategy different from what they intended


- had enough money left over to adapt after an initial failure

In big companies, they think about business strategy from a top down perspective

Need 2 separate processes for developing strategy…

Deliberate Strategy




Emergent Strategy

Segway

Which product could this be a substitute for?
What are the benefits? 

The real targets are the non-consumers…

The main feature, the main performance is Fun…

Who could be the non-consumers of this product?

A lot of non-consumers that have already been mentioned…

Entry strategy – off-road… How do you market this to individuals or company…?

Customer purchasing behaviours…
Company

Individual


Initial Price



No


No




Investment



Yes


No


Value For Money


Yes


No


Features



Yes


Yes


Best




Yes


Yes

Resources



Sell


Rent


Process



Mfg – 40k way too many

Value






Are you selling a service or a product? 

Perhaps you should sell to companies, and rent to individuals…

If you are dealing with a specific competition offer and you need to deal with substitutes… You are not dealing with substitutes…

By manufacturing in low cost countries, you cannot reduce the cost enough to be 10x cheaper…

In France, you can pay €5 for 30minutes… It’s very easy to drive…

These are the strengths…

What are the weaknesses?


Range – battery… can be improved…


Weight – batteries will develop…


The product is good enough for non-consumers…

Aiming for a more flexible strategy in terms of the mfg process…

How do I know what customers want to buy?

Traditional market research

Market segmentation by:-


Product attributes


Customer attributes


Based on available data

Leads to a set of quantifiable data

· which is irrelevant to the way customers live their lives…

Milkshake Project: segmentation

Type of food:


Meals


Drinks


Dessert

Type of customer:

Product attributes: improvements

What is a customer?

Representative of demographic segment?

Purchaser of a product category?

Someone who wants to get a job done!

Discovering the job to be done
Nearly half of all milkshakes were sold in the morning…

What job did you hire the milkshake to do?

Job: Morning purchasers

· Make long, boring commute more interesting

· Make stomach quite full…

Getting the job done?

· Candy bar

· Banana

· Bagel

· Doughnuts

But the milkshake is viscous long enough that it outlasts the competition…

The competition is candy bars, bananas, etc…

Job: Evening purchasers

Getting the job done?

· Be a reasonable parent: tell child “yes” after a long day of saying “no”

· The kids take forever to drink the shake… so they leave…

Product improvements

Using job-to-be-done segmentation:

Morning job: The morning job product wants to be more viscous and more interesting with little bits of fruit to add interest to the boring commute…


You’d put it closer to the door with prepay cards, to save time for commuters…

Evening job: package in a small fun package to make it easy to say yes…

A product is a solution to a problem
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The role of a company is to translate the provided performance into specifications… And to explain the benefits to the customer…
Performance vs quality…. It makes no sense to compare quality on two different performance scales… i.e. you can’t compare Q1 and Q2 – they are two different Jobs and therefore different performance scales…

A second product providing a solution for a specific job can be compared on a quality scale – i.e. Q2 and Q3 can be compared on quality, because they are two products targeting the same job…

Don’t wonder about the technical features… Wonder about the job to be done…

Defining the job: RIM Blackberry
Segmenting the market:-


How we segment determines how we select what innovations we have…


Option 1: Define by product attributes: wireless handheld

Competition:

· Palm, Sony, HP-Compaq, Nokia

· Digital Camera?

· Handwriting recognition?

· Word, Excel?

· Wireless Email?

· Phone?

If you’re comparing your competition in terms of the class of products then everyone needs to copy the features of everyone else, and you’ll end up in an arms race…

Option 2: Define by demographics: The business traveller

Competition: - Notebook computers, phones

· CRM software

· Stock trading

· Books, magazines

· Online travel sites

· Phones

Option 3: Define the job-to-be-done: Be productive in small snippets of time

Kill snippets of wasted downtime to be productive…

Competition: Wall Street Journal, Cell phone, CNN Airport News, Boredom…

Which features would you put on?

· Probably not Word, Excel, probably not a digital camera

· But…

· Voice phone

· Brief news summary

· Always on

· Simple, mindless games

3 jobs – small jobs, wasted downtime, and organising…

You could maintain proprietary positioning by focusing on the job to be done, as opposed to commoditising all features

New product failures

Happen because people tend to focus on the positioning and segmentation…

Fail because of the wrong segmentation approach….
Data on the areas tend to be available…

… but it tends to be irrelevant to why…

Handspring: PDA to integration – Group B

Early stage entrant – competition in the market

Threats and opportunities:-




PDA visor


Treo Smartphone

Opportunities

Large market share

Entering in early stage of PLC




Volume market

Growth potential








B2B distribution channel

Threats

Technological limitations
New processes to develop








- sales and distribution




Strong competitors

Lower leverage with suppliers






vs. incumbents




Bargaining power of

Power of large competitors




retailers
Product or service innovation does not exist…


You have market innovation, technology innovation and process innovation, but not product innovation…

Resource, Process and Values – Handspring…
Resource (you can buy resources – they are flexible;)

· Cash

· Brand

· Technology

Process 

· Develop the relationships with operators, due to reduced bargaining power for smaller movers

· Marketing

· Faster product cycles… more R&D… How to reduce lead time of New Product Development (NPD)?

Values 

· Knowledge

· Problem of culture 

Sustainability of this business model…?


They don’t have a lot of potential to meet the needs of the phone market… Better for them would be to sell their PDA expertise to a phone company…

It would be much easier for Nokia compared to Handspring because they have a better RPV for the needs…

Technology & Management
NPD – New product Development – 
 “NPD is a journey, not a destination”


>40% of new products are failures

70% of new products come from incremental innovation

Firm’s success is built on a combination of discontinuous and incremental innovations:


Discontinuous innovation allows firm to establish leadership

New product development process
Market


Survey

(
R&D
(
Marketing
(MFG
(New product

Competitive

Analysis

Achieve cross-functional coordination while building functional expertise

The development funnel
____________________





__________________

Evaluation and selection ( Development projects ( New Products/Services





___________________

_____________________

(Should be a funnel… ;)

The Ideal Development Funnel ( screen for success
3000 raw ideas, 300 raw submitted, 125 small project, 4 major projects, 2 launches, 1 successful new product…

Real Funnels???

Don’t really work that way….
NPD & stage-gate approach

· NPD divided in 5 phases from preliminary assessment of an idea to the product/market launch & commercialisation

· Activities performed in parallel by cross-functional teams

· Decisions made at the gate…

Assess feasibility…
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The quality manager needs high power to be able to stop the decision if the quality is not high enough…

Typical stage-gate process…
Deliveries – Individual Work

Readings summaries (1 page /chapter) – summarise each PDF in 1 page!


Delivery date: 30/11/2008


Summarise – pull together the underlying meanings and the point…

Post Module Assignments (4 pages maximum) 

– Microsoft and internet


Delivery date: 30/11/2008

Go directly to the point!
Individual Work Guideline
· Your arguments should be management oriented (think system) – Resources, Processes and Values, innovation

· Use vocabulary leant during the class

· All rading summaries = 1 file

· Post module assignment = 1 file including the comment form

· File names should include your name and the date of delivery and subject (readings or case)

· All the documents (.doc or .pdf) have to be uploaded on Moodle

· One file uploaded for the readings summaries

· One file uploaded for the post module assignments
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