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Technology is a Tool for Doing Something
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Over and Over and Over and Over Again

Presenter
Presentation Notes
The key to having customers is to find the end-user. The end-user is the person who will physically touch, smell, see, hear, or taste  the technology.  We are physical creatures, technology is a way we manipulate the physical world.  Note that developing and implementing a technology only makes sense if we want to do something over and over and over again. 



Deal Make Sense Where They Increases 
Payoffs
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\Customer
\

You  \

Customer
Wants Deal

Customer
Walks

You Want 
Deal

$10m,  
$0.5m

$0.0m,
-$0.05m

You Walk $0.1m, 
-$0.05m

-$0m, 
-$0m

3



$

Time

Revenues
from Sales

Saving 
from Operations

(Life or death needs such as health, 
environment, or military requirements and 

aesthetics/taste for consumer items are the exceptions. )
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Money Can Be Made where 
Customers Can Be Found



Revenue Example

Technology

End-User Needs

Substitutes

Buyers

Launch Tactics 
(4Ps)
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Net (Free) Cash Flow

 The substantive process 
drives the cost 
calculation

 The cost calculation, 
together with the 
revenue projections, 
drives the net value

 Your share of the net 
value is your payoff
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Net Operating Income/Loss and 
Cummulated Cashflows with Breakeven
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Net Operating Income/(Losses)

Net Difference of Cummulated Cashflows

Process Contribution to Total Project Cost
(excl. Investments)
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We What to Know How Much and When

− C 

Slope is measure 
of Utility and 
Ease of Realizing
that Utility
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Valuations are Always Sketchy

Idea Basic
Research

Applied
Research

Product
Development

Market
Introduction

Process
Engineering
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Discounted Cash Flow

Cost vs. Delays for all Risks along Value Chain
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Controlling Risk Increases Value

Focus on the Significant Risks
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Targets and Means Matrix
Objectives Action Plan
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Technical Risk 
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Task 1

Method 1

Method 2

Task 2 Method 1

Succeeds

Fails

Succeeds

Fails

Succeeds

Fails



Firm Specific Risk
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Approach 3
In-House

Approach 1
Open Innovation

In-License

CRADA

Center of Excellence

Approach 2
Contract R&D

Small Firm

University/Institute

Govt. Lab

Small Firm

University/Institute

Govt. Lab

CF * Probability of Realization = NPV from DCF



Market Risk
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Product

Market Entry Risk
from Bacon & Bulter, Planned Innovation
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Distribution without Market Force
or Barrier

Distribution with
Market Force 

and Barrier
Market Force
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Strategies for Low Risk

Six Sigma

Farm Teaming

http://en.wikipedia.org/wiki/File:NASA_TRL_Meter.jpg�
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Strategy for High Risk

Floating Nets™
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Risk Level Approximate DR(%) Description
Risk Free 10-18 Existing product, high demand,

building more of the same

Very Low Risk 15-20 New well understood technology
for an existing product

Low Risk 20-30 New features, well understood technology 
into an existing market 

Moderate Risk 25-35 New product, well understood technology 
into market with competition 

High Risk 30-40 New product, not well understood 
technology into an existing market.

Very High Risk 35-45 New product, new technology, new 
market

Extremely High Risk 50-70 New company, unproven technology,  
new market

Source: Richard Razgaitis, Early Stage Technology
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Discount Rates



\ Customer
\

You  \

Customer
Moves 
Forward

Customer 
Steps

Customer
Abandons

You Moves Forward >$15m,  
>$10m

$5m,
$0.05m,

$0,
+-$0.03m

You Step $5m, 
$0.05m

+-$0.03m, 
+-$0.03m

$0,
+-$0.1m

You Abandon +-$0.03,
$0

+-$0.01m
$0

$0,
$0

Real Option Valuation Makes Sense Where 
NPV is Near Zero But There is a Strategic 
Reason to Invest
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In a Period of Change the Value of 
Hedging Increases
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Marco Antonio Guimarães Dias, Petrobras and PUC-Rio, 
Brazil, 2003,www.puc-rio.br/marco.ind/
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Real Option Value is the Value of the Hedge
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Based on Sanderson and Uzumeri, Managing Product Families, (Iwin, 1997)

Variety\Rate of    
\ Change

Slow or “One 
Time”

Rapid or “Faster-
Paced “

Many Segment Driven 
Needs 
(Screwdrivers)
Renewable Clean 
Energy Generators

Dynamic Needs
(Fishing Tackle)
Batteries 

Few Infrastructure 
Driven Needs 
(Hoes)
Smart Grid

Social Network 
Driven Needs
(Cell Phones)
Hybrid and 
Electric Vehicles
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Dominant Designs are the Key to 
Guesstimates

 Product Innovation 
Stage
 Bundle of Features
 Standard User 

Interface

 Process Innovation 
Stage
 Eliminate Steps
 Improve Reliability
 Improve Efficiency 

of Resource Use



Extension

Extension

Extension

Core
Enabling

EnablingCompeting

Time

Strategic

 Utility ≈ Value
 Bohn Knowledge Level
 Skills/Know-how
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A Products Value is Constrained by 
the Dominant Design and its Stability

22



Foresight Science & Technology 
Incorporated

• Nothing happens without a sale.
David Speser

• If opportunity doesn’t knock, 
build a door.
Milton Berle

• A well-defined imagination is the 
source of great deeds. 
Chinese Fortune Cookie
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