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Tonight’s agenda

1. Group photos
2. Review concept of a 

business, opportunities
3. Vision and the business 

model



Group photos























Who won
(my opinion but mine counts)



100



95



90



Back to business



An organization may be based on:

1. Radical innovation. Something no one has 
ever seen before.

2. Incremental change.  Faster, better, cheaper.
3. Imitation.  Do something already being done 

but perhaps a little better.
4. Rent-seeking. Make money by owning stuff.



Opportunities are created when the 
world changes.

Something becomes possible that 
wasn’t before.



Types of innovations
1. Incremental.  Faster, better, cheaper.
2. Architectural.  Changes the way in which things are linked together.  

Reconfiguration of an established system in a new way.
Examples: Facebook, eBay, HDMI replacing S-Video, USB replacing RS-
232, DirecTV challenge to cable TV in 1994, wireless replacing wired 
networks.

3. Modular.  New components and modules replacing old ones.
Examples: Flat panels replacing desktop CRTs, LED and CFL bulbs that 
fit in standard light sockets, driverless cars that work on the same 
roads and use gas, smartphones replacing dumb ones on the same 
networks.

4. Radical or disruptive.  New modules and new architecture.
Example: Tesla, with electric cars and a network of free solar-
powered recharging stations.



Do you think people will steal 
your new idea?



If an idea is really new, it’s surprisingly hard to give it 
away.

If it’s really good, most people will think you’re crazy.

Most people have trouble imagining how their life 
would be different and why they would want that.

New ideas



1. Fred Smith got a C on his business plan for Fedex.

2. I don’t need navigation because I know where I’m going.

3. I don’t want a cellphone because I don’t want people 
calling me when I’m in the supermarket.

4. No one’s going to buy CDs because they already have vinyl 
and why would they want to listen to numbers?

5. No one’s going to buy a $500 phone.



https://www.youtube.com/watch?v=eywi0h_Y5_U

https://www.youtube.com/watch?v=eywi0h_Y5_U




When a new wave arrives, there is 
often a sailing ship phenomenon.



Ships for hundreds of years.
Here, the Nina, the Pinta and 
the Santa Maria in 1492.

1807  Robert Fulton’s steamboat

Image sources:  http://pedemacarrao.wordpress.com/2014/04/page/13/
http://blog.insidetheapple.net/2010/08/robert-fulton-and-age-of-steam.html

http://pedemacarrao.wordpress.com/2014/04/page/13/
http://blog.insidetheapple.net/2010/08/robert-fulton-and-age-of-steam.html


The response from the sailing ship industry was to build faster 
sailing ships, known as tall ships.
Source:  https://en.wikipedia.org/wiki/Tall_ship#mediaviewer/File:N.R.P._Sagres,_navio-
escola._For%C3%A7as_Armadas_Marinha_Portuguesa..jpg

https://en.wikipedia.org/wiki/Tall_ship


Steam won.



The Sailing Ship Effect is a phenomenon in business by which the 
introduction of a new technology to a market accelerates the 
innovation of an incumbent technology.

The term was coined by W.H. Ward in 1967 in reference to advances 
made in sailing ships in the second half of the 1800s in response to 
the introduction of steamships.

According to Ward, in the 50 years after the introduction of the 
steam ship, sailing ships made more improvements than they had in 
the previous 300 years.

Source:  Wikipedia, 
https://en.wikipedia.org/wiki/Sailing_Ship_Effect

https://en.wikipedia.org/wiki/Sailing_Ship_Effect


Possible explanations
1. Old technologies improve in an attempt to avoid being 

replaced.

2. Components of new technology "spill over," improving 
incumbent technologies.

3. New technologies generate new notoriety for old 
technologies.

Source: Wikipedia, https://en.wikipedia.org/wiki/Sailing_Ship_Effect

https://en.wikipedia.org/wiki/Sailing_Ship_Effect


Opportunities



Pull vs. Push
Demand pull

Market need  Product / service  Technology
Example:  Square

Technology push
Technology  Product / service Market need
Example:  Twitter

Power of serendipity.



Categories of opportunities
1. Increasing value:  Improved performance, better quality.
2. New applications:  Credit card for hotel doors.
3. Mass market:  VMWare for developers  operation 

workloads.
4. Customization: Spotify personalized streaming music.
5. Increased reach:  Expand overseas.
6. Supply chain:  Wal-Mart or Costco.
7. Convergence:  Supercomputing and other technologies 

Genetic engineering
8. Process:  Fedex
9. Scale:  Consolidation, e.g., railroads, cable TV, financial 

institutions



Trends may create opportunities.







Evaluating the opportunity



You have to pick, so how do you compare 
dissimilar choices?



In technology, it helps to pick things that 
are still a little “rough around the edges”.



Problem-solving versus 
problem-choosing



A fabulous solution to a problem nobody cares about is 
still a solution nobody cares about.

But even a mediocre solution to a really important 
problem can be important.









Evaluating the opportunity



1. Market engagement
2. Opportunity evaluation



Test your idea with potential customers 
and develop a plan to reach them.



The other thing you might do is ask 
people their opinions.



Focus groups

Focus groups can sometimes be used to test a 
product idea.

But it’s hard to test new technology ideas in a 
focus group because people have trouble 
imagining why they would want it if they don’t 
already have it.



talk to people

1. Interview customers (yours and your 
competitors) to find out their needs.

2. Interview suppliers and others already 
in the business, including people 
doing exactly what you plan to do.



Chapter 3.
Vision and the business model



Chapter 3.  Vision and the business model

Important ideas

1. Vision
2. Mission statement
3. Value proposition
4. Business model
5. Responding to change



A firm’s theory of its business

1. Vision: A statement of purpose in response 
to an opportunity.

2. Mission: The goals, products and customers.

3. Value proposition: How the customer needs 
will be satisfied. 

4. Business model: Economics and activities of 
the firm.



The vision is long term, why the company exists 
and what it will do.

The mission is more strategic, how you’ll do it.



A vision is an informed and forward-looking 
statement of purpose that defines the long-
term destiny of the firm.





How well does this vision 
statement provide clarity, 
consistency, uniqueness and 
purpose?



The mission statement completely describes 
the organization’s goals and customers.





Notice how Musk’s mission 
statement describes how 
they’ll do it, including their 
strategy for a first product.



How well does eBay’s mission statement address these possible elements?



The value proposition



The value proposition

Value is the worth, importance, or usefulness to the 
customer.  It is the value you propose to deliver.

To be successful, a business must create value, selling 
goods or services that are more valuable than 
whatever it cost to create them.





Wal-Mart is the leader in low 
prices and huge selection.



price, selection, and convenience 
continue to be at the core of 
Amazon.com's value proposition



Our focus on retail sales to individual 
buyers has a direct correlation to the 
high resale value of Honda products, 
which is a key factor in the value 
proposition for our customers



more power, greater efficiency and 
unmatched safety, backed with an 
improved value proposition. Not only 
is the new S-Class the most intelligent 
car on the road …



the Dell value proposition of 
aggressively priced systems custom-
built for each customer.



McDonald's is famous for its value 
proposition: food of a constant quality 
that is served quickly and consistently 
across the globe.



Carnival built an unmatched value 
proposition on the promise of fun.





The business model is an integrated description of:

1. The firm’s unique customer value proposition.

2. How the firm will configure its resources and 
activities to deliver that value and earn 
sustainable profits.
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