Bus 290 – Tech 
:28
I. Plans 
a. It was suggested I give a template.  

i. Look at the plans in the box – there’s a lot of variety; I don’t think I can give a template.  

ii. But I can give a process that will work. And I realized I hadn’t spoken about that.  It’s not so important at the beginning, but it’s important now, probably should have spoken last week.  

b. How to complete a plan in the next 3 weeks 
i. Plans are on the side.  

ii. Work up an outline by 
1. putting down what I’m making you produce,  
2. modify it to your tastes
3. go through checklist.  

c. Competitor and industry and analysis  
i. How many people are having trouble identifying competitors?  

Discuss  


ii. From that, can you think of your industry?  


iii. We’ve discussed market size calculations.  Has anyone been working on that or just started thinking about it now and wants to discuss more?  


1. Ideally; you’ll have the industry size and show your firm within that.  

a. There may be some where nobody follows the industry.  Meredith & Rob?


b. Do talk to some people in the industry.  


d. Strategic plans – Ken, Sabari, Shabnam, Haranath, Arun  

i. I asked each of you to think of who your firms’ competitors were in the area that would be affected by your plans, how competition would be affected by the plans.  Is that working?  

e. Meetings with me.  Finish Competitor and Industry Analysis first.  
i. After class Saturday is fine.  Maybe we’ll go to In n Out Burger.  


ii. Best places for me are 

1. SJSU library  


2. here -  I’m going to try to bunch together for meetings here.  




f. There will be some people who won’t finish by Aug. 7.  I’ll give extensions. 

i. But you must be ready with presentations. 


ii. So far only 1 person has approached me to say they want the plan to be confidential. Please tell me today or Saturday.  

1. You can also make some parts confidential and some public.  

2. You don’t avoid any work.  Present to me privately.  An oral exam.   
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II. Technology strategy   
a. The innovation process
i. key parts 

1. scientific discovery / knowledge
2. invention

3. innovation – the industry evolution process begins

4. the chasm is crossed – bowling pins, tornado
diffusion through adoption and imitation   


ii. long lags

1. I suspect this is still true today between basic discoveries and practical inventions and innovation and the tornado that turns innovations into widely used products

2. we have a lot of innovation / diffusion processes today that are regulated by the level of prices for storage and bandwidth.  

a. mp3    


iii. Uncertain profitability 

1. may vary from decade to decade


b. Because of the uncertain profitability, consider the alternative ways to profit from innovation – p. 339.189 


c. When should you enter?  Suppose you know about a technology such as automated people tracking databases (James).  When should you enter?  
i. First mover advantages


ii. Wait  



d. Managing for technology – it really is different.  
i. on-going profit – SouthWest Airlines

ii. Encouraging creativity  


iii. Cross-functional integration
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e. Standards and
Leveraging of Standards for Competitive Position 
i. Put list of successful companies on board:  – BestBuy, 3M (but maybe not any more), Ikea, Toyota, Wells Fargo

1. special case – eBay

ii. Up to now the theories we’ve talked about have been designed for companies that compete on fairly straightforward cost drivers and value drivers and maybe sometimes slightly sneaky defense moves.  But we’ve seen that if the company isn’t providing superior value for money [like arguably Kellogg’s wasn’t a few years ago when people were feeling its cereals were just overpriced], you’ll get knocked down.  

1. we saw that for BestBuy, 3M (but maybe not any more), Ikea, Toyota, Wells Fargo, providing superior value for money was overwhelmingly the most important.   

iii. Today we look at standards which are important in their own right, but also important as a way in which a very few companies create a competitive position which is very very hard to attack.  
1. We talked about “dominant designs.”  Technical standards are simply the technical aspects of dominant designs.  
A set of specifications that producers adhere to when making a product.  

2. Name some technical standards


iv. How are they set? 


















v. How did Bill Gates make the first big step towards becoming the world’s richest man?  
He got IBM to buy an operating system and let him resell it to others.  
They offered the IBM PC with 2 other operating systems.  
But MS-Dos was the cheapest and the one IBM worked on.  
1. Why was that such a big deal?  
Because whoever controlled the standard operating system for the PC would be at the center of the PC industry.  
2. Standards have been important at least since the Middle Ages.

a. Monks invented clocks as we know them because in monasteries monks & nuns were supposed to get up at certain hours to pray.  

i. When you start using it for commerce it makes a big difference if there’s agreement on exactly when 9 a.m. is.  

b. When electricity was invented you had to keep track of whether you got your electricity from Westinghouse or Edison because if you bought a record player designed for one company’s electricity it wouldn’t work on the other. 


vi. In a lot of ways it’s most efficient if a group of companies sets a standard together or if the government sets a standard. 
What makes that hard? Disagreements.  

1. The text discusses DVD recording where at the time they wrote there were 3 standards.  I understand that Sony and Matsushita have now come out with DVD recorders that write all 2 or 3 different standards.  They’d prefer that their own standard dominates.  If you persuade people that your technology is really superior, you will, and you can continue to dominate for years even after your tech isn’t the best any more.  



2. Often standards are set by market battles – format wars.  








vii. Does a private company that sets a standard always make money?  
No – Java.  
1. What does a company have to do to make money on a standard?  

a. Create a technical specification that becomes a dominant design. 

b. Control it in some way so others can’t use it without paying them.  
c. Give others a chance to use it to make money, requiring everybody to pay each time.  


viii. So how do you get your product accepted as a standard? 
(a) When you have market battles, a closely related issue comes into play - Network effects.  

(i) Sometimes the size of the ‘network’ of complementary products is the primary determinant of how much of a product you can sell.  



(b) Anyone have an example?  

EBay – ‘A monkey could drive this thing.’  


(c) The PC is the standard example.  1978 PCs.  


(i) When you get some success going you get positive feedback loops


i. Costs – often in technology industries the costs of making is low, the cost of designing (making the first one) is high. 
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III. Google 

a. By Tom Eisenmann from published sources.  

b. Why does Google succeed?  


c. What created the opening for them?  


d. Does anything make them different, or are they just lucky?  


i. They solved a big problem of the search engine business. 


ii. They continued innovating. 


iii. innovation institutions / rules of the game 


1. continue till they get messed up. 


2. Hard to get started again – we talked about inertia
    the frustrating thing is we can usually only learn a little bit from a company.
  
e. How does Google fit with our model?  


f. The most interesting thing about Google is that they innovated by creating a core competence without any evidence that it would make them money.

i. When is it worthwhile to do that?  

Maybe a central role in what the TiVo case calls the ‘business ecosystem.’  
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IV. Moore’s theory – how innovation challenges differ over the industry life cycle.  


a. Two kinds of businesses – Ch.3, which I didn’t ask you to read. 

i. complex big-company businesses – complex systems model
ii. simple high volume businesses. – volume operations model - consumer


iii. Don’t mix them up.  


iv. Each needs very different kinds of innovation at different times in the industry life cycle.   


v. Permanently fragmented industries  - 
seems to get spun almost fully formed out of the emergence  of other industries.  


dry cleaners

small tech consultants


1. innovation types it needs seem to parallelthose of mature industries




V. We talk mostly about disruptive innovation, but there are many other kinds.  You’re all planning innovations in your plans, but only a couple are planning disruptive innovation. 
a. Draw chart on p. 62.  – 4 zones

b. add in the material from chart on p. 60.  

c. I’ve looked at your problem statements, and I found I was able to fit most of them tentatively into this model.  I thought we should in the last part of the evening take time to see how each one fits in. 
   That will give us a sense of how what we’re all doing relates to each other and to the universe of companies.  
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