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1 Introduction 

1.1 Learning objectives of this course 

Learning objectives: Upon completion of this course, you should be able to 

• Understand the fundamentals in order to get involved in entrepreneurial ventures. 

• Apply creative techniques to foster innovation and generation of new business models . 

• Understand important aspects of entrepreneurial marketing, financing and organisation. 

• Evaluate and decide on new business and innovation concepts in the green energy industry. 

 

1.2 Structure of this course 

This course is intended to address the fundamentals required to start a new business venture within 

the area of renewable energies, energy efficiency or energy management. It is advised that the reader 

is familiar with the concepts of marketing and business plan development as well as investment and 

financing, as these provide prerequisite knowledge for this course.  

This first learning unit introduces the basic concepts in terms of strategic innovation and 

entrepreneurship. Moreover, it discusses the motivation for entrepreneurship in the green energy 

industry and its importance for our socio-economic and environmental ecosystem. 

The second learning unit describes the process of ideating new ideas, structuring their core elements 

and establishing the problem-solution fit. For an entrepreneur it is essential to understand and apply 

the creative methods available for a structured generation of new innovation and business models.  

Once a business model is developed and described, it is important to verify that it is commercially 

viable. As entrepreneurship is always associated with business risks it is vital to perform a thorough 

review of both the perceived value and customer feedback. As such, learning unit three focuses on 

instruments to validate a business model according to the customers’ needs in order to achieve a 

product-market fit. 

Based on a valid business model, entrepreneurs will need to establish a business strategy to identify 

and address the market needs and to generate revenue streams. Learning unit four introduces the Blue 

Ocean strategy as an approach to generate new market space while incorporating a combination of 

diversification and low cost. 

As every business relies on funding and liquidity, learning unit five describes alternative sources of 

funding as well as their individual advantages and disadvantages for an entrepreneur. It shall be noted 

that funding is an essential aspect of entrepreneurship and a recurring executive task for founders, and 

that it can take different forms as a new business venture progresses through its different stages. 

When involved in entrepreneurial ventures it is important to understand the executive tasks that are 

associated with it. While business ventures are developing through different states of maturity, several 

designated needs require the attention of an entrepreneur, such as a growing demand for structure 

and the delegation of responsibilities. Thus, the fundamentals of building, developing and scaling an 

enterprise are described in learning unit six.  
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1.3 Basic definitions 

 

1.3.1 Definition of ‘entrepreneurship’ 

There is no unique definition available to describe ‘entrepreneurship’. As such, several different 

approaches exist and the roots of this term can be traced back to the 17th century. The word itself is 

inherited from the French word ‘entreprendre’, which can be translated as ‘to undertake’ or ‘to initiate’. 

For our contemporary understanding of entrepreneurship, the earliest description was given by the 

Austrian economist and politician Joseph Alois Schumpeter in the early 20th century. According to 

Schumpeter the key elements of an entrepreneur is the willingness and ability to transform new ideas 

or inventions into a successful innovation. Within the course of entrepreneurship, outdated products 

and services are replaced by superior offerings created by innovative business models. This process of 

‘creative destruction’ leads to an incremental transformation of markets and industries. Thus, the 

process of entrepreneurship is a vital prerequisite for economic growth as it results in new industries 

and new combinations of currently existing capabilities. Consequently, Schumpeter defines the role of 

an entrepreneur as an innovator, rather than an inventor, who takes up new ideas and implements 

them by creatively combining material and immaterial forces in order to supersede and create business 

models within an economic system (Schumpeter, 1934). 

In the course of time, especially within the 21st century, several amendments and interpretations to 

this definition have been made. The core objectives of entrepreneurship can be summarised as 

innovation of an existing offering that provides socio-economic value and has the capability to generate 

a revenue stream. In contrast to other forms of innovation, the entrepreneur completely bears the risks 

of the business venture. Thus, entrepreneurs have to place a strong focus on their individual business 

model, increasing sales and sustaining competition.  

For the purpose of this course, given the discussion on values provided above, the term 

entrepreneurship can be defined as follows: 

Definition of green energy entrepreneurship  

Entrepreneurship in the green energy economy is an incremental process of creating economic, 

environmental and social values by combining regulatory, financial and technical capabilities in order 

to replace, improve and create business models for energy systems worldwide.  

 

1.3.2 Definition of a ‘startup’ company 

A special form of entrepreneurship is a startup company. While there is no unambiguous differentiation 

between a startup and other entrepreneurial ventures, a few attributes are specifically associated with 

typical startup ventures. These ventures usually start with a very limited amount of capital that is 

provided by venture capitalists or seed capital (for details in funding options please refer to learning 

unit five: Funding a business). Furthermore, startups face an extraordinarily high failure rate within the 

very early stages of operation and, in cases where they succeed in the first year of operation, a rapid 

growth in employees and infrastructure. Due to these facts, the implementation of the business model 

has to be performed under time pressure, while first result and prototypes need to be available as soon 

as possible. For this reason, startup founders and employees adhere to lean and agile practices during 
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their development phases and embrace a highly dynamic culture with strong ambitions to identify 

themselves with the impact of their work on society.  

A comprehensive information base on startup ventures and their ecosystem is provided by Startup 

Commons. Based on research of startup development phases since 2012, this association has 

developed a high-level overview on startup key stages and the process of transforming an idea into a 

business model. 

 

Figure 1: Key stages within the startup life cycle1 

Numbers in the graphic above indicate the relative stages in relation to the actual start of a startup’s 

growth. 

 

1.3.3 Definition of ‘intrapreneurship’ 

The term ‘intrapreneurship’ is an artificial word that has been derived from the term entrepreneurship 

and refers to similar activities, focused on an existing company or other legal entity. It is a compound 

term from the words ‘intracorporate’ and ‘entrepreneurship’.  

The initial definition of intrapreneur was published by the U.S. American entrepreneur and author, 

Gifford Pinchot III, in the late 20th century. Pinchot defines the intrapreneur as a person within a large 

corporation who takes direct responsibility for turning an idea into a profitable innovation through self-

confidence and acceptance of risks. In a more simplified and promoting way, he describes such persons 

as ‘dreamers who do’. While employees and managers of large organisations act within a hierarchical 

structure, intrapreneurship requires a person’s motivation to work on innovative ideas without the 

 
1 Picture provided at https://www.startupcommons.org/startup-development-phases.html, accessed on 09-Nov 2019 

https://www.startupcommons.org/startup-development-phases.html
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recognition or the power of the company’s top management. Pinchot laid out ten guidelines for 

successful intrapreneurship, known as ‘The Intrapreneur's Ten Commandments’ (Pinchot, 1985): 

1. Come to work each day willing to be fired. 

2. Circumvent any orders aimed at stopping your dream. 

3. Do any job needed to make your project work, regardless of your job description.  

4. Find people to help you. 

5. Follow your intuition about the people you choose, and work only with the best. 

6. Work underground as long as you can – publicity triggers the corporate immune 

mechanism. 

7. Never bet on a race unless you are running in it.  

8. Remember it is easier to ask forgiveness than to ask permission. 

9. Be true to your goals, but realistic about the ways to achieve them. 

10. Honour your sponsors. 

In contrast to entrepreneurs, who have to define their management team and build a corporate culture, 

intrapreneurs are employees who have to act within a given organisational framework and promote 

organisational change. However, both of these roles require strong leadership skills in order to be 

successful. A high degree of self-motivation, creativity and proactivity is required to encourage oneself 

and others. 

The core objective of intrapreneurship is to generate value and market opportunities for the 

corporation. A company shall therefore foster intrapreneurship as an internal driver for ‘creative 

destruction’ of interior business offerings and inefficient processes. Organisations can cultivate these 

capabilities by strengthening the following key success factors. 

 

SUCCESS FACTOR DESCRIPTION 

ENCOURAGEMENT 

AND SUPPORT 

Employees must perceive encouragement by the organisation’s 

management and policies. This requires a culture of openness and trust 

where employees develop enough confidence to share their ideas. 

Moreover, resources (e.g. equipment, tools, expertise) as well as 

mentorship should be provided by their leaders.  

EXPERIMENTS AND 

FAILURES 

An incremental process of innovation requires various iterations of making 

assumptions, performing experiments as well as adjusting or pivoting. 

While traditional corporate processes try to prevent failures, it is crucial for 

intrapreneurship to seek for early failures in order to learn, adjust and 

create truly sustainable values. 

AUTONOMY AND 

COMMITMENT 

As intrapreneurs must have creativity and leadership skills, it is important 

to allow these employees enough room for self-organisation and decision-

making. This fosters the commitment of the teams, which is required to 

solve the challenges of an intrapreneurial process.  
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SUCCESS FACTOR DESCRIPTION 

INTERACTION AND 

COMMUNICATION 

An open and transparent exchange of ideas must be implemented. Teams 

of intrapreneurs should regularly discuss and challenge their own results 

with corporate stakeholders. Instruments like communication platforms or 

innovation challenges provide support in such collaboration.  

STRUCTURE AND 

PROCESSES 

While traditional organisational processes aim for stability, they suppress 

creativity and innovation. Intrapreneurs must know and disobey such 

barriers in order to effectively create new values. An innovation 

management process can provide the framework for organisational 

intrapreneurship without obeying existing regulations. 

Table 1: Key success factors to cultivate capabilities for intrapreneurship 

 

In conclusion, intrapreneurship is aimed at generating values for an existing corporation in order to 

replace, improve or renew its market offerings, driven by the company’s own employees and managers. 

Successful intrapreneurship requires both the employee and organisation to adopt the culture of 

innovation and change as well as a thorough understanding of the company’s capabilities and market 

opportunities. 

 

1.4 Entrepreneurship within the global energy transition 

In the past, when energy systems were built and expanded worldwide, the highest priorities were 

availability and reliability. Societies were relying on global supply of electricity, heat and fuels in order 

to meet their growing energy demands and to support demographic and economic growth.  In the early 

1990s electricity market liberalisation had a significant influence on chosen power plant technology, 

whereas the chosen technologies themselves have changed from coal and nuclear towards gas and 

wind. The rising shares of wind and solar PV technologies encouraged investors and entrepreneurs to 

start and build small to mid-sized renewable energy companies. 

With the increasing awareness of environmental damages caused by the production, logistics and 

combustion of fossil fuels, accompanied by measurable harmful effects like global warming and 

catastrophic events like the reactor explosion of Fukushima in 2011, priorities in global energy supply 

have shifted to sustainability and environmental protection. Through the establishment of legally-

binding targets for renewables and the associated renewable energy feed-in laws, renewable energies 

have constantly grown, encouraging more and more entrepreneurs to found new companies within 

the industry. 

While renewable energies offer a clean and sustainable alternative to fossil fuels, their integration into 

the existing energy system poses the challenges of variability and change in a system that was initially 

designed for stability. Not only is the generation of energy affected by these changes, but also 

stakeholders in energy markets, grid operation, logistics and trade see their business models and 
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established processes affected. Due to this implicit conflict, the worldwide transition to renewable 

energies causes disruption to essential parts of the global energy system2. 

This might be one of the main reasons why the development of renewable energies supply – despite 

continuous growth in capacity worldwide – is still lagging behind expectations. The Renewables 2019 

Global Status Report REN21 provided results from worldwide research on renewable energy trends 

between 2008 and 2018. Researchers found that globally the power generating capacity from 

renewables has been growing continuously, however, the power generating capacity from non-

renewable sources has been increasing at nearly the same level. (REN21, 2019) 

 

 

Figure 2: Global power generating capacity from renewable and non-renewable sources, 2008-2018 
(REN21, 2019) 

 

While the continuous development of renewable energy capacity is encouraging, the report indicates 

that this growth is not yet competitive enough to limit growth in non-renewable energy capacities. 

Renewable energy is not competing on a level playing field. Fossil fuel subsidies 

continued to exist in 112 countries in 2017, with at least 73 countries providing 

subsidies of over USD 100 million each.  Estimated total global subsidies for fossil 

fuel consumption were USD 300 billion in 2017, an 11% increase from 2016. 

(REN21, 2019) 

Another report on a similar topic, issued by IRENA, finds that the world is making progress towards 

sustainable energy goals, but needs to accelerate substantially in order to meet the objectives of the 

Paris Agreement. Despite the continuous increase of renewable energy capacities, the actual 

consumption of renewable energies between 2010 and 2016 shows a very low increase of nearly 1% 

in six years. Moreover, this share is almost at the same level as it was in 1999.  

 
2 The term ‘energy system’ refers not only to the aspects of energy generation and transmission but to all relevant 

industries, such as energy markets technology and regulatory framework.  
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Figure 3: Renewable energy consumption by technology and share of total energy consumption, 1990-
2016 (IRENA, 2019, p. 65) 

 

Consequently, the full potential of renewables for a sustainable energy system in order to limit 

environmental and socio-economic damage is yet to be unleashed. A broad potential for improvement 

is described within the IRENA Roadmap to 2050 (REmap) on the global energy transformation (IRENA 

REmap, 2019). This report focuses on the long-term decarbonisation, technical feasibility and socio-

economic benefits of a global energy transition. Furthermore, it details findings related to the costs, 

subsidies and investments needed for this transition. The focus has been on how high shares of variable 

renewable energy can be integrated into energy systems worldwide. Consequently, the report reveals 

potential improvements through a thorough analysis on two possible pathways for the global energy 

system (IRENA REmap, 2019, p. 4): 

• Reference Case – considering current and planned policies of countries, including 

commitments made in nationally determined contributions and other planned targets. It 

presents a perspective based on governments’ current projections and energy plans.  

• REmap Case – including the deployment of low-carbon technologies, based largely on 

renewable energy and energy efficiency, to generate a transformation of the global energy 

system that limits the rise in global temperature to well below two degrees Celsius (2°C) above 

pre-industrial levels. The scenario is focused on energy-related carbon dioxide emissions, 

which make up around two-thirds of global greenhouse gas emissions. 

The REmap case demonstrates that the reduction of energy-related CO2 emissions needed by 2050 to 

reach the well-below 2°C aim of the Paris Agreement can be achieved through an ‘aggressive, yet 

technically and economically feasible, route for accelerated action’. The main success factor for this 

pathway is described as a combination of these key drivers: 

• Accelerated deployment of renewables. 

• Increased energy efficiency measures.  

• Enhanced electrification of adjacent sectors, such as heat and transportation. 
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Figure 4: Annual energy-related CO2 emissions in the reference case and reductions in the REmap 
case, with contribution by sector, 2010-2050 (Gt/yr) (IRENA REmap, 2019, p. 23) 

 

In addition to the key drivers outlined by IRENA, further improvement can be achieved through 

advanced energy management and utilisation, such as enhanced sector coupling and decentralised 

renewable energy solutions, as well as the utilisation of digital technology and data in order to provide 

more intelligent and automated solutions. Successful entrepreneurs contribute to these drivers and 

can play a key role in the global transformation of energy systems by: 

• Improving the economic growth of the green energy industry. 

• Driving and accelerating the transformation towards a sustainable energy system. 

• Developing disruptive solutions for advanced energy systems worldwide. 

• Reducing the harmful effect of climate change on the socio-economic system. 

After all, the world needs entrepreneurs within all sectors of the green energy industry in order to 

accelerate the deployment of renewables and energy efficiency, to develop new business models, as 

well as to drive the global transformation of energy systems through innovative, evolutionary and/or 

disruptive forces. 

 

1.5 Motivation, attitude and values of ‘green’ entrepreneurs 

Entrepreneurs are usually driven by an ‘adventurers’ attitude and a ‘hunger’ for innovation. They are 

willing to accept a high level of uncertainty and risk in order to disrupt existing markets and foster the 

process of creative destruction (see 1.3.1). Many startup ventures fail in their first year, but those who 

succeed will have the potential to deliver solutions that can help solving the important challenges of 

the global energy transition. Consequently, attitude, passion and the will to improve the world through 

personal contribution are critical success factors of entrepreneurship.  
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However, when involved in entrepreneurial activities there is always a risk of being affected by cognitive 

bias, which is a result of the brain’s attempt to simplify information processing. Often, people are 

influenced by factors, including past experiences, social pressures, internal beliefs, individual 

motivations, emotions and even limits on the mind’s ability to process information. For entrepreneurs, 

these biases become particularly dangerous when they’re based on erroneous inferences or 

assumptions. According to the Founders Institute the following types of cognitive bias can be classified 

and entrepreneurs should be aware of them. 

 

TYPE OF 

COGNITIVE BIAS 

DESCRIPTION 

OPTIMISM BIAS Causing an entrepreneur to engage in excessively risky decision-making 

behaviours, assuming that adverse events will not happen.  

PLANNING 

FALLACY 

Causing an entrepreneur to underestimate the amount of time or resources it 

takes to create something. This leads a venture to run out of funding or other 

resources needed to achieve a critical business milestone.  

SUNK-COST 

FALLACY 

Causing an entrepreneur to waste time and capital pursuing goals that are not 

achievable or economically feasible any more. 

OVERCONFIDENCE 

BIAS 

Causing an entrepreneur to put reliably more confidence in his or her own 

judgements rather than the objective accuracy of other persons judgements, 

especially when engaging in difficult tasks or when failure is likely.  

STATUS QUO BIAS Causing an entrepreneur to prefer the current state of affairs, keeping him or 

her from taking action. 

CONFIRMATION 

BIAS 

Causing an entrepreneur to search for or interpret information in a way that 

confirms one’s preconceptions and to ignore critically important information. 

HINDSIGHT BIAS Causing an entrepreneur to see past events as if they were predictable, leading 

to false theoretical outcomes and impairing a person to learn from 

experiences. 

Table 2: Cognitive bias affecting an entrepreneur’s decision-making (Flavin, 2019) 

 

One of the best approaches to prevent cognitive bias is to discuss important decisions with trusted, 

objective and knowledgeable third parties. An entrepreneur should be aware of cognitive bias and have 

the knowledge and courage to take the steps necessary to correct for bias and always aim for a sound, 

logic-based decision-making processes. 

When focusing objectively on success in a business venture, the core element to be considered is the 

proposition of values that can be manifested into a continuous stream of revenues. The generation of 

values is the foundation of a fundable and sustainable business model. From an entrepreneurial point 

of view the term value is often referred to as the creation of income or the reduction of costs. In 

addition, with regards to the green energy industry, the cost of environmental damage and adverse 

effects of climate change must be taken into account. While business ventures usually focus on isolated 
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values based on revenue streams, the long-term cost of macro-economic harm caused by 

environmental damages are often not considered. 

Within its REmap, IRENA describes the need to bring economic and environmental objectives into 

closer alignment based on the interactions between the evolving energy sector and the wider economy. 

IRENA suggests a more holistic approach to the global energy transition by using integrated models 

and indicators to measure the likely impacts in terms of gross domestic product (GDP), employment 

and human welfare. 

 

Figure 5: The embedded nature of the energy system (IRENA REmap, 2019, p. 35) 

 

Key actions considered by IRENA in order to drive the global energy transition as assumed in their 

REmap scenario are: 

• Transformation of the power sector to accommodate growing shares of variable 

renewables. 

• Utilisation of digital technologies to develop smart solutions as a key enabler to amplify the 

energy transformation (digitalisation). 

• Accelerating the electrification of the transport and heating sectors  in accordance with 

electrification strategies as a crucial prerequisite for the next stage of energy transformation. 

• Encouraging investments in hydrogen from renewables  across the entire supply chain 

through a stable and supportive policy framework to reduce fossil fuel reliance. 

• Improving development of advanced biofuels and their related biofuel supply chains to 

meet growing demand for sustainable bioenergy. 

In conclusion, entrepreneurship in the green energy industry must not focus on short-term financial 

revenue solely but take into account the long-term value proposition for the socio-economic and 

environmental systems. Governed by political and regulatory frameworks, society, industry and 

economy must align their values in a more holistic way in order to enable a successful and sustainable 

energy transition worldwide. 
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2 Ideation and generation of a business model 

2.1 Learning objectives of this unit 

Learning objectives: Upon completion of this learning unit, you should be able to 

• Understand the concept of business values and the value proposition. 

• Understand the relationship between value proposition and customer experience. 

• Apply adequate design techniques to transform an idea into a business model. 

• Apply instruments to structure and visualise the key elements of a business model.  

 

2.2 Value proposition and value streams 

The core element of every business idea is the generation of values that can be manifested into a 

continuous stream of revenues as a foundation for a fundable business model.  A value can result from 

increased wealth or added capabilities as well as from the reduction of cost or the solution of a 

problem. Within the context of the green energy industry, values must not focus solely on cash flow 

and capital but take into account the larger socio-economic and environmental framework, as laid out 

in the previous learning unit. 

A value proposition refers to the benefit a company promises to deliver to buyers should they choose 

to acquire their product or service. A value proposition is also a declaration of intent or a statement 

that introduces a company's brand and its uniqueness to the people utilising it. Thus, an effective value 

proposition must state what the organisation stands for, how it meets the customer’s needs and why 

competitors cannot provide the value. Such statements are a mixture of the product and services, the 

pricing model and the corporate identity.  

The series of steps that an organisation performs to provide a continuous flow of value to a customer 

is called a value stream. These value streams either deliver end user value directly or support internal 

business processes. Organising around value streams offers substantial benefits to the organisation, 

including faster learning, shorter time-to-market, higher quality, higher productivity and leaner 

budgeting mechanisms. Furthermore, a mapping of value streams can be used to identify and address 

delays and non-value-added activities. 

 

2.3 Design Thinking 

In the process of creating and thinking, persons naturally develop patterns of thinking based on 

repetitive activities and broadly accessible knowledge. These patterns are recapitulated when the same 

actions and knowledge have to be applied in comparable situations. However, they also have the 

potential to prevent a person from developing new ways of understanding and solving problems. 

Developing new ideas and transforming them into a business model requires such innovative problem-

solving skills. Entrepreneurs must be able to look at new challenges from different perspectives and to 

think ‘outside of the box’. 

The initial model of Design Thinking originated in 1996 in a seminal text on design methods, ‘The 

Sciences of the Artificial’, published by Herbert Simon. In the 21st century there are many variants of 

the Design Thinking process available with variations in number of stages, naming and interactions. For 
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the purpose of this course, the focus is on a five-stage model proposed by the Hasso-Plattner Institute 

of Design at Stanford (d.school), as it covers the essential and relevant elements of the Design Thinking 

process. The descriptions contained in the following sections are an extract from the publication of the 

Interaction Design Foundation, which is publicly available. 

 

2.3.1 The Design Thinking process 

Design Thinking is a design methodology that provides a solution-based approach to solving problems. 

Its purpose it to help humans to solve complex problems that are imprecise or unknown. The key 

elements to this approach are: 

• Understanding the human needs involved. 

• Re-framing the problem in human-centric ways. 

• Creating many ideas in brainstorming sessions. 

• Adopting a hands-on approach in prototyping. 

• Testing the solutions according to human perceptions. 

 

Figure 6: The five stages of Design Thinking according to d.school are as follows: Empathise, Define 
(the problem), Ideate, Prototype and Test (Interaction Design Foundation, 2019) 

 

2.3.1.1 Empathise 

The first stage of the Design Thinking process is to gain an empathic understanding of the problem you 

are trying to solve. This involves consulting experts to find out more about the area of concern through 

observing, engaging and empathising with people to understand their experiences and motivations, as 

well as immersing yourself in the physical environment so you can gain a deeper personal 

understanding of the issues involved. Empathy is crucial to a human-centred design process such as 

Design Thinking, and empathy allows design thinkers to set aside their own assumptions about the 

world in order to gain insight into users and their needs.  

Depending on time constraints, a substantial amount of information is gathered at this stage to use 

during the next stage and to develop the best possible understanding of the users, their needs, and the 

problems that underlie the development of the particular product. 
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2.3.1.2 Define 

During the Define stage, you put together the information you have created and gathered during the 

Empathise stage. This is where you will analyse your observations and synthesise them in order to 

define the core problems that you and your team have identified up to this point. You should seek to 

define the problem as a problem statement in a human-centred manner. 

The Define stage will help the designers in your team gather great ideas to establish features, functions, 

and any other elements that will allow them to solve the problems or, at the very least, allow users to 

resolve issues themselves with the minimum of difficulty. In the Define stage you will start to progress 

to the third stage, Ideate, by asking questions that can help you look for possible solutions and by 

asking ‘How?’ questions that consider your customers perspective as well as your own product or 

service. 

 

2.3.1.3 Ideate 

During the third stage of the Design Thinking process, designers are ready to start generating ideas. 

You’ve grown to understand your users and their needs in the Empathise stage, and you’ve analysed 

and synthesised your observations in the Define stage and ended up with a human-centred problem 

statement. With this solid background, you and your team members can start to ‘think outside the box’ 

to identify new solutions to the problem statement you’ve created, and you can start to look for 

alternative ways of viewing the problem. 

There are a large variety of Ideation techniques available, such as ‘Brainstorming’, ‘Brainwriting’ and 

‘Worst Possible Idea’. Brainstorm and Worst Possible Idea sessions are typically used to stimulate free 

thinking and to expand the problem space. It is important to get as many ideas or problem solutions 

as possible at the beginning of the Ideation phase. You should pick some other ideation techniques by 

the end of the Ideation phase to help you investigate and test your ideas so you can find the best way 

to either solve a problem or provide the elements required to circumvent it.  

 

2.3.1.4 Prototype 

The design team will now produce a number of inexpensive, small-scaled versions of the product or 

specific features found within the product, so they can investigate the problem solutions generated in 

the previous stage. Prototypes may be shared and tested within the team itself, in other departments, 

or on a small group of people outside the design team. This is an experimental phase, and the aim is 

to identify the best possible solution for each of the problems identified during the first three stages.  

The solutions are implemented within the prototypes, and, one by one, they are investigated and either 

accepted, improved and re-examined, or rejected on the basis of the users’ experiences. By the end of 

this stage, the design team will have a better idea of the constraints inherent to the product and the 

problems that are present and have a clearer view of how real users would behave, think and feel when 

interacting with the end product. 
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2.3.1.5 Test 

Designers or evaluators rigorously test the complete product using the best solutions identified during 

the prototyping phase. This is the final stage of the five-stage model, but in an iterative process, the 

results generated during the testing phase are often used to redefine one or more problems and inform 

the understanding of the users, the conditions of use, how people think, behave, and feel, and to 

empathise. Even during this phase, alterations and refinements are made in order to rule out problem 

solutions and derive as deep an understanding of the product and its users as possible.  

 

2.3.2 Applying Design Thinking in practice 

In this section, the process of Design Thinking has been outlined in a direct and linear way, in which 

one stage seemingly leads to the next. However, in practice, the process is carried out in a more flexible 

and non-linear fashion. For example, different groups within the design team may conduct more than 

one stage concurrently, or the designers may collect information and prototype during the entire 

project so as to enable them to bring their ideas to life and visualise the problem solutions. Also, results 

from the testing phase may reveal some insights about users, which in turn may lead to another 

brainstorming session (Ideate) or the development of new prototypes (Prototype). 

It is important to note that the five stages are not always sequential – they do not have to follow any 

specific order and they can often occur in parallel and be repeated iteratively. As such, the stages should 

be understood as different modes that contribute to a project, rather than sequential steps. Moreover, 

the Design Thinking model systematises and identifies the key activities carried out in a design project 

and any innovative problem-solving project. Every project will involve activities specific to the product 

under development, but the central idea behind each stage remains the same.  
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Figure 7: Design Thinking as a non-linear process with interactions between the different stages 
(Interaction Design Foundation, 2019) 

 

As shown in the illustration above, one of the main benefits of the five-stage model is the way in which 

knowledge is acquired at the later stages can feed back to earlier stages. Information is continually 

used both to inform the understanding of the problem and solution spaces and to re-define the 

problem. This creates a perpetual loop in which the designers continue to gain new insights, develop 

new ways of viewing the product and its possible uses, and develop a far more profound understanding 

of the users and the problems they face. 

In essence, the Design Thinking process is iterative, flexible and focused on collaboration between 

designers and users, with an emphasis on bringing ideas to reality based on how customers or users 

think, feel and behave. 

 

2.4 Personas 

Creating an adequate value proposition requires a thorough understanding of the target group and the 

customer’s needs. In early stages of the business model development process the ideation of a 

proposed value will most likely differ from the consumer’s actual perception of the values received. 

Through several iterations of modelling, experimentation and verification, this understanding must be 

adjusted and improved in order to establish an appropriate product-market fit. Personas are an 

instrument to illustrate a fictional character as a representative member of a targeted group of 

stakeholders, including their needs, experiences, behaviours and goals.  

Personas are created based on previous research in order to represent the different types of customers 

that might utilise a service or product in a similar way. Creating personas can help an entrepreneur to 

step out of the own perspective. It is important to realise that different people have different needs 

and expectations, and it can also help an entrepreneur to identify with the targeted user. Consequently, 

it reduces complexity during the design task and helps to achieve the goal of creating a good user 

experience for the targeted user group. 

Personas do not describe real people. Instead, they are composed based on real data collected from 

multiple individuals. These personas add the human factor to what would otherwise largely remain as 

cold facts in market research. Furthermore, a pictured persona will help an entrepreneur to ask the 

right questions and to find adequate answers related to a value proposition. Within the Design Thinking 

process, it is common to utilise personas during the define phase. 

 

2.4.1 Different perspectives on personas 

Lene Nielsen, specialist and PhD in personas and scenarios, describes four perspectives on personas in 

an encyclopaedia article. Creating personas from different perspectives helps to take a comprehensive 

view on the design object, to limit risks of cognitive bias and to improve the quality of the design 

outcome. These four perspectives are described as follows.  
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TYPE OF PERSONA DESCRIPTION 

GOAL-DIRECTED Goal-directed personas focus on an abstracted form of typical users and 

what they intend to do with a product or service. The purpose of this 

persona is to examine the process and workflow in which users would 

achieve their objectives. 

ROLE-BASED The role-based perspective is also goal-directed and focused on behaviour, 

but also emphasises the person’s role in an organisation. This type of 

persona is strongly data-driven, incorporating qualitative and quantitative 

sources. An examination of roles can help understand this customer’s 

responsibilities and the business objectives of their organisation.  

ENGAGING Engaging personas can incorporate both goal-directed and role-oriented 

personas. This type of persona is utilised to create cognitive or even 

emotional binding with the users. The more people engage with the 

persona, the more likely they will be to consider them during the process 

design and want to serve them with the best product. Therefore, engaging 

personas examine the emotions of the user, their psychology and 

backgrounds, and make them relevant to the task in hand. This perspective 

emphasises how stories can engage and bring the personas to life.  

FICTIONAL The fictional persona does not emerge from user research (unlike the other 

personas) but it emerges from the experience of the entrepreneurial team. 

It requires the team to make assumptions based upon past interactions with 

the user base and with products to deliver a picture of what, perhaps, typical 

users look like. Obviously, there is a certain risk of cognitive bias associated 

to this type of persona. Therefore, it can be seen as an early sketch of a 

persona that needs to be validated against real life. These personas allow for 

early involvement with users, but they should not be trusted as a guide for 

development of products or services. 

Table 3: Four different perspectives on personas (Nielsen, 2011) 

 

2.4.2 Creation of personas and scenarios 

The process of creating personas follows a continuous cycle of preliminary data collection, active use, 

verification and continued development. Nielsen defines a process of ten steps covering all activities 

within the life cycle of a persona. It shall be noticed that this is an ideal process and sometimes it is not 

possible to apply all of the following steps during a design project (Nielsen, 2011): 

1. Collection of data – In the first step, a comprehensive data collection is performed. Data can 

be retrieved from various sources, such as literature review, interviews or pre-existing 

knowledge in the organisation. 

2. Formation of a hypothesis – Based on the initial data collection, a general idea of different 

users is formulated, including the different perspectives of the users that distinguish them 

from each other. 
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3. Acceptance of the hypothesis – In this step, the goal is to support or reject the first hypothesis 

about the differences between the users. This happens by confronting project participants 

with the hypothesis and comparing it to existing knowledge. 

4. Establishing the number of personas – The final number of personas is decided upon. Usually, 

more than one persona is created for each product or service, but only one of the personas 

shall be chosen as a primary focus for representation. 

5. Description of personas – Once selected, persona descriptions are created that express 

enough understanding and empathy. It is important to provide adequate descriptions in a way 

that readers understand the users, even if they were not involved in the design process.  

6. Preparation of situations – Based on the defined attributes of a persona, the next step is to 

create scenarios that describe solutions. For this purpose, a number of specific situations are 

defined that could trigger use of the product or service. These situations are the foundation 

for user scenarios. 

7. Acceptance of personas and situations – In order to validate the description of personas and 

situations, acceptance shall be obtained from the organisation. It is best practice to involve as 

many people as possible in this step. Acceptance can be obtained by either asking the 

participants for their opinion or by actively involving participants in the creation process. 

8. Dissemination of knowledge – In order for the method to be used by the project team, the 

persona descriptions should be disseminated to all members. Furthermore, the target group 

receiving this information shall include those who have not participated directly in the process, 

future employees and external partners. 

9. Preparation of scenarios – Scenarios describe a story about how the persona uses an ideated 

product or service. This step is the first that actually adds a business value to a persona and is 

therefore an essential part of the process. 

10. Continuous adjustments – The last step is the future life of the persona descriptions. The 

descriptions should be revised regularly. There can be new information on the underlying 

assumptions that may affect the descriptions. Decisions have to be made whether to rewrite 

the descriptions, add new personas or eliminate single personas. 

 

2.5 Business Model Canvas 

The process of transforming ideas into a business model requires discussion and collaboration within 

the entrepreneurial team and a common understanding on which elements shall be included in a 

business model. While traditional business plans can usually become very comprehensive and detailed, 

the essential information might be interpreted or summarised differently by team members, due to 

the amount of information at hand. The challenge in establishing a commonly shared understanding of 

the business model is that the concept must be simple, relevant, and intuitively understandable, while 

not oversimplifying the complexities of how enterprises function.  

 

2.5.1 Purpose of the Business Model Canvas 

The Business Model Canvas was developed and published by Alexander Osterwalder as a suggested 

formalised approach to solve this challenge. In his publication ‘Business Model Generation: A 
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Handbook for Visionaries, Game Changers, and Challengers’, Osterwalder offers a concept to describe 

and think through the business model of an organisation, competitors or any other enterprise. 

Therefore, the Business Model Canvas offers an option for a shared language to easily describe and 

adjust business models in order to create new strategic alternatives.  

Osterwalder defines a business model as follows: 

A business model describes the rationale of how an organization creates, delivers, 

and captures value (Osterwalder, 2010, p. 14) 

The Business Model Canvas is a graphical illustration of a business model that can be summarised on 

one page and consists of the following building blocks: 

• Customer Segments 

• Value Propositions 

• Channels 

• Customer Relationships 

• Revenue Streams 

• Key Resources 

• Key Activities 

• Key Partnerships 

• Cost Structure 

 

 

Figure 8: Template of the Business Model Canvas (Osterwalder, 2010, p. 44) 
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2.5.2 Elements of the Business Model Canvas 

The nine essential building blocks of a Business Model Canvas are described as follows. 

 

2.5.2.1 Customer Segments 

The customer segments building block defines the different groups of people or organisations an 

enterprise aims to reach and serve customers. Without (profitable) customers, no company can 

perform sustainable operations. In order to better satisfy customers, an entrepreneur may group them 

into distinct segments with common needs, common behaviours or other attributes. A business model 

may define one or several large or small customer segments. An entrepreneur must make a conscious 

decision about which segments to serve and which segments to ignore. Once this decision is made, a 

business model can be carefully designed around a strong understanding of specific customer needs. 

Customer groups represent separate segments if: 

• Their needs require and justify a distinct offer. 

• They are reached through different distribution channels. 

• They require different types of relationships. 

• They have substantially different profitability. 

• They are willing to pay for different aspects of the offer. 

 

2.5.2.2 Value Proposition 

The value propositions building block describes the bundle of products and services that create value 

for a specific customer segment. A value proposition is the reason why customers turn to one company 

over another. It solves a customer problem or satisfies a customer need. Each value proposition consists 

of a selected bundle of products and/or services that is tailored to the requirements of a specific 

customer segment. Consequently, the value proposition is an aggregation of benefits that a company 

offers customers. Some value propositions may be innovative and represent a new or disruptive offer. 

Others may be similar to existing market offers, but with added features and attributes.  

 

2.5.2.3 Channels 

The channels building block describes how a company communicates with and reaches its customer 

segments to deliver a value proposition. Communication, distribution and sales channels comprise a 

company's interface with customers. Channels are customer touch points that play an important role 

in the customer experience. Channels serve several functions, including:  

• Raising awareness among customers about a company’s products and services . 

• Helping customers evaluate a company’s value proposition. 

• Allowing customers to purchase specific products and services. 

• Delivering a value proposition to customers. 

• Providing post-purchase customer support. 
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2.5.2.4 Customer Relationships 

The customer relationships building block describes the types of interactions a company establishes 

with specific customer segments. An entrepreneur should clarify the type of relationship to be 

established with each customer segment. Relationships can range from personal to automated. The 

customer relationships within a company’s business model deeply influence the overall customer 

experience. Customer relationships may be driven by the following motivations: 

• Customer acquisition. 

• Customer retention. 

• Increasing sales (upselling). 

 

2.5.2.5 Revenue Streams 

The revenue streams building block represents the cash inflow a company generates from each 

customer segment. If customers comprise the heart of a business model, revenue streams are its 

arteries. An entrepreneur must ask: ‘For what value is each customer segment truly willing to pay?’ 

Successfully answering this question allows the organisation to generate one or more revenue streams 

from each customer segment. Each revenue stream may have different pricing mechanisms. A business 

model can involve two different types of revenue streams: 

• Transaction revenues resulting from one-time customer payments. 

• Recurring revenues resulting from ongoing payments to either deliver a value proposition to 

customers or provide post-purchase customer support. 

 

2.5.2.6 Key Resources 

The key resources building block describes the most important assets required to successfully 

implement a business model. These resources allow an organisation to create and offer a value 

proposition, reach markets, maintain relationships with customer segments and earn revenues. 

Different key resources are needed depending on the type of business model. Key resources can be 

physical, financial, intellectual or human. Key resources can be owned or leased by the company or 

acquired from key partners. 

 

2.5.2.7 Key Activities 

The key activities building block describes the essential work a company must perform in order to 

successfully deploy the business model. Every business model requires a number of key activities. Like 

key resources, they are required to create and deliver values, reach markets, maintain customer 

relationships and earn revenues. Furthermore, like key resources, key activities differ depending on the 

type of business model. For example, a software provider focuses key activities on software 

development, while a manufacturer’s key activities include supply chain management. 
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2.5.2.8 Key Partnerships 

The key partnerships building block describes the network of suppliers and partners required to realise 

the business model. Partnerships are becoming a foundation of many business models and 

entrepreneurs should forge partnerships for many reasons. Companies create alliances to optimise 

their business models, reduce risk, or acquire resources. Four different types of partnerships can be 

distinguished: 

• Strategic alliances between non-competitors. 

• Coopetition: strategic partnerships between competitors. 

• Joint ventures to develop new businesses. 

• Buyer-supplier relationships to assure reliable supplies. 

 

2.5.2.9 Cost Structure 

The cost structure describes all expenses incurred to operate a business model. Creating and delivering 

value, maintaining customer relationships and generating revenue – all these activities create costs. 

Such costs can be calculated after defining key resources, key activities and key partnerships. Some 

business models, though, are more cost driven than others. Depending on the market strategy, some 

companies have built business models entirely around low cost structures, while others focus on 

quality and high pricing segments. 

 

2.6 Lean Canvas 

The Lean Canvas was created and published by Ash Maurya, a serial entrepreneur who intended to 

propose a more practical and simplified approach to business modelling. In his book ‘Running Lean’ 

Maurya presents the Lean Canvas as an instrument that is based on the Business Model Canvas but 

emphasises a more customer-centric and lean approach. 

 

2.6.1 Purpose of the Lean Canvas 

While the Business Model Canvas considers company-centric building blocks like key partners, key 

activities and key resources, the Lean Canvas focuses on customer problems, solutions and key metrics. 

Therefore, the Lean Canvas is considered to be especially helpful for early stage innovation projects 

and startup companies. Furthermore, the Lean Canvas is a useful element to establish a product-market 

fit in combination with the Lean Startup approach (see 3.2 for details). 

The Lean Canvas, as the Business Model Canvas, is a graphical illustration of a business model that can 

be summarised on one page, consisting of nine building blocks. It reuses the following building blocks 

from the Business Model Canvas: 

• Customer Segments 

• Value Propositions 

• Channels 

• Revenue Streams 
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• Cost Structure 

Instead of the Key Partnerships, Key Activities, Key Resources and Customer Relationships the Lean 

Canvas introduces these new building blocks: 

• Problem 

• Solution 

• Key Metrics 

• Unfair Advantage 

 

 

Figure 9: Template of the Lean Canvas (Maurya, 2012, p. 27) 

 

2.6.2 Elements of the Lean Canvas 

The Lean Canvas introduces four new elements compared to the Business Model Canvas. These four 

elements are described as follows. 

 

2.6.2.1 Problem 

The problem building block is coupled with the customer building block as the central pair of the entire 

canvas. The top one to three problems are listed and related to the respective customer segment. 

Another perspective on problems in this regard is to consider the jobs customers need to get done. The 
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entrepreneur’s task is to understand what jobs periodically arise in customers’ routine for which they 

might purchase products or services. 

Alternatives should be listed as well by documenting how early adopters have addressed these 

problems. These solutions may not necessarily be from an obvious competitor. A customer might also 

perform no action in cases where the problem is not considered strong enough to disrupt their usual 

routine. 

 

2.6.2.2 Solution 

When the top three problems are listed, target customers are identified and a value proposition is 

defined, possible solutions are derived. Because the problems are untested at this time, it is 

recommended to validate them (e.g. through customer interviews) and re-prioritise or completely 

replace them, if necessary. For this reason, an entrepreneur should not aim for the final solution within 

the first iteration. Instead, the solutions to address each problem should be as small and simple as 

possible. Furthermore, a solution should be bound to a problem as late as possible. 

 

2.6.2.3 Key Metrics 

Every business has a few key numbers that can be used to measure how well it is performing. These 

numbers are key for both measuring progress and identifying hot spots in a customer’s life cycle. Thus, 

key metrics should be focused on how effective a solution performs in solving a customer’s problem 

(e.g. additional revenue or saved costs) and/or how effectively the proposed values generate revenues 

for the organisation. 

 

2.6.2.4 Unfair Advantage 

The unfair advantage is usually complicated and requires thorough thoughts from an entrepreneur. Just 

focusing on common aspects, such as passion, product features or being the first at the market does 

not suffice in this regard. Especially being the ‘first mover’ in a market can actually become a 

disadvantage, allowing competitors to enter the same market with a copied or even improved product 

with fewer risks and costs. 

A successful business model has to be capable of coping with competition by providing an advantage 

that cannot easily be copied or bought. Some unfair advantages can also start as values that become 

differentiators over time. Examples for unfair advantages are: 

• Insider information. 

• The right expert endorsements. 

• An extraordinarily high-performing team. 

• Large network effects. 

• Community. 

• Existing customers. 
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3 Implementation and validation of a business model 

3.1 Learning objectives of this unit 

Learning objectives: Upon completion of this learning unit, you should be able to 

• Understand common instruments for business model implementation. 

• Understand the concept of iterative development and prototyping. 

• Systematically implement and validate a business model according to the generated value.  

• Understand the elements of, and prerequisites for, systematic innovation within 

organisations. 

 

3.2 Lean Startup 

The Lean Startup method has been described by Eric Ries and provides a scientific approach to creating, 

implementing and managing entrepreneurial business models and getting a desired product to market 

within relatively short time periods. It is a principled approach to product development with a strong 

focus on continuous experimenting, learning and decision-making. 

The term ‘lean’ is often confused with ‘cost-efficiency’. While lean principles aim at eliminating waste 

or establishing efficient use of resources (such as money), it strives to optimize the utilisation of our 

scarcest resource, which is time. Specifically, the main objective of Lean Startup is maximising learning 

(about customers) per unit of time. (Ries, 2011) 

 

3.2.1 Lean Startup principles 

The Lean Startup method is based upon five principles (Ries, 2011, pp. 17-18): 

1. Entrepreneurs are everywhere. 

The concept of entrepreneurship includes anyone who works on the creation of new products 

and/or services under conditions of extreme uncertainty. Consequently, entrepreneurs are 

everywhere and the Lean Startup approach can work in any size company, even in very large 

enterprises, in any sector or industry. 

2. Entrepreneurship is management. 

A startup is an institution, not just a product, and so it requires a new kind of management 

specifically geared to its context of extreme uncertainty. In fact, the term ‘entrepreneur’ 

should be considered a job title in all modern companies that depend on innovation for their 

future growth. 

3. Validated learning. 

Startups exist not just to develop new product, earn money, or even serve customers. They 

exist to learn how to build a sustainable business. This learning can be validated scientifically 

by running frequent experiments that allow entrepreneurs to test each element of their vision. 

4. Build-Measure-Learn. 

The fundamental activity of a startup is to turn ideas into products, measure how customers 

respond and learn whether to pivot or persevere. All successful startup processes should be 

tailored to accelerate this feedback loop. 
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5. Innovation accounting. 

To improve entrepreneurial outcomes and hold innovators accountable, entrepreneurs need 

to focus on how to measure progress, how to set up milestones and how to prioritise work. 

This requires a new kind of accounting designed for startups and investors. 

 

3.2.2 Lean Startup process cycle 

The main objective of the Lean Startup process can be summarised as the concept of using smaller, 

faster iterations for testing a vision. Its fundamental principle is that every idea for a business venture 

must be seen as an unconfirmed hypothesis, which has to be validated. Hypotheses that have been 

refuted lead to new hypotheses based on the facts learned through the empirical process. Within the 

Lean Startup model the focus is on a fast validation of the hypotheses in order to prevent an 

entrepreneur from wasting time and money with unnecessary activities or failing due to false 

assumptions. The foundation of the Lean Startup model is the Build-Measure-Learn feedback loop. 

 

Figure 10: Build-Measure-Learn feedback loop (Ries, 2011, p. 81) 

 

Usually, professionals receive education that emphasises one element of the above feedback loop.  

Engineers, for example, are trained to build products or components according to given specifications 

as efficiently as possible. Managers on the other hand are taught to apply methods in learning and 

developing strategies, whereas Controllers focus on measurement to extract key numbers and metrics 

from the business process. From an entrepreneurial point of view none of these aspects are particularly 

more important than others. Rather, entrepreneurs should focus on the entire process (the ‘big 

picture’) while minimising the total time through this feedback loop.  

To apply the Lean Startup method in practice, one should identify which hypotheses to test. These can 

be considered the central element of the feedback loop, driving the continuous growth and 
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development of a business venture. Each iteration of the Lean Startup cycle is an attempt to revise, 

validate and further develop the foundation of a business model. 

Once the hypotheses are defined, the next step is to build an early representation of the product as 

fast as possible. The goal is to create a version of the product that enables a full turn of the Build-

Measure-Learn loop with a minimum amount of effort and the least amount of development time. This 

concept is called the ‘minimum viable product’ (MVP). This concept is explained further in the following 

subchapters. 

When entering the measure phase, the challenge is to determine whether the product development 

efforts are leading to real progress in terms of business values. As developing new business models is 

associated with a high degree of uncertainty, the Lean Startup method utilises the ‘validated learning’ 

approach. Validated learning refers to a scientific validation of a qualitative goal or objective by running 

frequent experiments that allow entrepreneurs to test a single element of their vision. An 

accompanying method is the ‘innovation accounting’, a quantitative approach that introduces the 

definition of ‘learning milestones’ to accurately and objectively measure the progress of a business 

model implementation. This concept is explained further the following subchapters.  

The Build-Measure-Learn loop is completed by an essential decision point – whether to persevere or 

to pivot. Upon completing the MVP as well as the measurement and validation, an entrepreneur must 

objectively assess whether to continue with or to pivot the original strategy. If one of the hypotheses 

has been disapproved or proven false, it is crucial to adjust and change the business strategy and 

develop new hypotheses based on the learning from the previous iteration. In practice, this step is one 

of the hardest and riskiest for an entrepreneur as it bears the risk of cognitive bias, e.g. by ignoring the 

results by sticking to personal optimism or status quo. Thus, it is crucial to understand that the overall 

objective of the Lean Startup method is to maximise the learning and to prevent an entrepreneur from 

wasting time and money on false assumptions. 

 

3.2.3 Minimum viable product (MVP) 

The MVP is a version of the product that enables a full turn of the Build-Measure-Learn loop with a 

minimum amount of effort and the least amount of development time. The MVP lacks many features 

that may prove essential for future market entry. However, creating an MVP requires extra work in 

order to be able to measure its impact. For example, it is inadequate to build an MVP that is evaluated 

solely for internal quality by engineers and designers. It must further be presented to potential 

customers and/or users to assess their reactions and gather their feedback.  

In contrast to traditional product development, which usually involves a long, thoughtful incubation 

period and strives for product perfection, the goal of the MVP is to begin the process of learning, not 

end it. Unlike a prototype or concept test, an MVP is designed not just to answer product design or 

technical questions. Its goal is to test fundamental business hypotheses. Consequently, an MVP helps 

entrepreneurs to start the process of learning as quickly as possible. It is not necessarily the smallest 

product imaginable. Moreover, it is the fastest way to get through the Build-Measure-Learn feedback 

loop with the minimum amount of effort. 
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3.2.4 Innovation accounting 

The Lean Startup method introduces innovation accounting as an accountability framework that 

transforms business assumptions and hypotheses into a quantitative financial model. Different 

business models will have different key drivers of growth associated with it. For example, an established 

manufacturing company would show its growing in proportion to its sales volume. They would measure 

its rate of growth primarily based on three metrics: the profitability of each customer, the cost of 

acquiring new customers and the repeat purchase rate of existing customers. In contrast, a marketplace 

company that matches buyers and sellers will have a different growth model. For this kind of startup, 

the important thing to measure is that the network effects are working, as evidenced by the high 

retention rate of new buyers and sellers. This framework supports accountability for entrepreneurs 

even when the model changes. 

Innovation accounting is described within three steps: 

1. An MVP is created to establish real data on the status quo of the company. This establishes 

the baseline metrics for each assumption. Alternatively, an entrepreneur might decide to build 

separate MVPs that are aimed at getting different feedback on one assumption at a time. This 

allows an organisation to track its progress towards an ideated goal – no matter how far from 

the goal the baseline might be. 

2. A company must attempt to adjust its development from the baseline toward the ideal goal. 

This may take many attempts and iterations. After all changes and product optimisations are 

applied, the company reaches the third step – the decision whether to pivot or persevere. 

3. In an ideal progress towards the ideal goal, a company is learning appropriately and using that 

learning effectively. If this is not the case, the management team eventually must conclude 

that its current product strategy is flawed and needs a significant change. When a company 

pivots, it starts the process all over again, re-establishing a new baseline and then re-adjusting 

the strategy. The sign of a successful pivot is that these adjustments lead to a more effective 

result (MVP) than before. 

The series of MVPs built during the Lean Startup loop represent the learning milestones. The feedback 

gathered on predefined assumptions is the learning objectives of these milestones. When choosing 

among the appropriate assumptions in a business model, it is strongly recommended to test the riskiest 

assumptions first. If an organisation cannot find a way to mitigate the business-critical risks, there is no 

point in testing other assumptions. 

 

3.3 Rapid prototyping 

Rapid prototyping can be defined as a group of techniques used to quickly manufacture a model of a 

product or component under development. Its purpose is to deliver scaled samples in a fast and cost-

efficient way, starting in the early stages of the development process. This allows for early validation of 

a design or specification in order to detect flaws or weaknesses. Thus, rapid prototyping is aimed at 

saving time and costs during later phases of production and/or scaling by detecting and correcting 

product failures as early as possible. 
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In the history of manufacturing, various concepts and methods of prototyping have emerged. Rapid 

prototyping is a specific form of prototyping with a focus on automated assembly, based on machine 

processing. The attributes and parameters of a model are defined within digital models that are 

deployed to, converged and executed by machines with a high degree of autonomous processing. 

Consequently, rapid prototyping utilises integrated digital approaches, such as computer-aided design 

(CAD) and 3D printing. 

Rapid prototyping can be considered as a group of techniques and related methods. Therefore, a 

standardised process does not exist. However, as outlined before, this concept can be applied to the 

Lean Startup approach due to their similarities in the objectives of early implementation, learning and 

re-adjusting. The following picture illustrates how rapid prototyping techniques can be applied to the 

Lean Startup method. 

 

 

Figure 11: Adoption of rapid prototyping techniques in the Lean Startup method 

 

As technology and tooling have emerged, rapid prototyping has become a popular approach that is 

applied throughout various industries such as automotive, medical devices and mechanical 

engineering. However, software engineering companies have also adopted this concept in order to 

evaluate new business models and architectures at an early stage. Furthermore, rapid prototyping is 

used in software development for the automated generation of source code from digital architecture 

models. In each of these cases, rapid prototyping is referred to as the automated and fast 

implementation of a model with a high degree of autonomous processing in a cost-efficient way. 
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Example from the green energy economy: 3D printed electrical car 

The startup company XEV has developed a 3D printed electrical car suited for mass production. Within 

their development process they combined additive manufacturing and smart urban mobility in order 

to reduce waste of materials, time and money. Through 3D modelling and printing they are able to 

eliminate the need for model specific tooling and provide a high degree of personalisation. According 

to XEV, these achievements reduce costs and development time by up to 90%.3 

 

3.4 Digital prototyping 

The concept of digital prototyping has developed following a similar motivation as for rapid prototyping 

– to provide a group of techniques for fast and early validation of a product in order to reduce time and 

cost of development. The difference between digital and rapid prototyping, however, lies in the 

utilisation of virtual capabilities such as simulation. Consequently, digital prototyping emphasises 

software-based methods of building, testing and validating a model, rather than fabricating a physical 

representation of that model. 

In addition to rapid prototyping, digital prototyping extends the focus from engineering and 

manufacturing to include other disciplines of the product life cycle, such as conceptual design, sales 

and marketing. Furthermore, it improves the customer involvement at early stages of the development 

process through the ability to virtually explore a product or component before it is built. Therefore, 

digital prototyping provides designers, engineers and salesmen the capabilities to design, iterate, 

optimize, validate and visualise their products digitally throughout the development process.  

As in rapid prototyping, the foundation for digital prototypes are CAD Models. However, digital 

prototyping requires more than creating a design in 3D. It needs to include all relevant product 

information to enable product development teams to digitally validate essential scenarios, e.g. to 

assess the operation of moving parts, to determine potential failures and to see the interaction of 

different components with subsystems. By simulating and validating the real world scenarios of a 

product design digitally, organisations can reduce the number of physical prototypes they need to 

create before a product can be manufactured. 

Consequently, cost and time of development can be decreased through digital prototyping. However, 

digital simulation capabilities are limited and might implicate risks to the product management process. 

The following table compares advantages and disadvantages of digital versus rapid prototyping.  

 

CRITERIA ADVANTAGE DISADVANTAGE 

COST Digital prototypes can usually be 

produced at lower costs. 

Digital prototype modelling might 

require more accuracy and effort. 

TIME Tests of digital prototypes can be 

performed faster and with a higher 

degree of automation. 

Preparation of test cases might require 

more time and effort and/or require 

purchase of additional software. 

 
3 Further reading: http://www.x-ev.net/, accessed on 24-Jan 2020 

http://www.x-ev.net/
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CRITERIA ADVANTAGE DISADVANTAGE 

QUALITY Digital simulations allow high numbers 

of scenarios and variants that can be 

validated automatically. 

Simulation capabilities might be limited 

or do not provide sufficient confidence, 

e.g. in robustness and stress tests. 

CUSTOMER 

ACCEPTANCE 

Extends the focus of prototyping from 

manufacturing to include other 

disciplines, e.g. sales and marketing. 

Lacks the physical experience for 

customers, i.e. by touching and 

‘feeling’ the product. 

Table 4: Advantages and disadvantages of digital prototyping compared to rapid prototyping 

 

An essential requirement of digital prototyping is the consistency and integrity of data throughout all 

stages of the product development process. Therefore, professional software to manage configurations 

and product variations should be established throughout the entire product life cycle. Furthermore, 

professional software applications are available that provide common simulation and test scenarios for 

different industries, such as mechanical engineering, automotive, aviation and civil engineering. For 

this reason, among others, digital prototyping has been adopted widely across these industries in a 

time- and cost-efficient way. 

The idea of applying digital prototyping throughout the entire product life cycle has also been 

established within the so-called ‘digital twin’ concept. In general, the digital twin for a product consists 

of three parts, which are the physical entities in physical space, the virtual models in virtual space and 

the connected data that tie physical and virtual worlds.  The physical entities are the real product that 

can be operated by the users. They are manufactured from raw materials or parts, through machining, 

assembly and other processes. The virtual models are the mirror images and mapping of the physical 

products in the virtual space. They could reflect the whole life cycle process, as well as simulate, 

monitor, diagnose, predict and control the state and behaviours of the corresponding physical entities. 

The connected data include the subsets of physical and virtual data. Through digital detection or 

measurement, the product attributes, operating status and other data are fed back to the virtual 

models. 

By constructing the product models in the virtual space, as well as the feedback of the digital models 

to the physical space, the digital twin mode achieves a closed loop process. The digital twin-driven 

product design framework can be described as a six-step process: 

1. Build the virtual representation of the physical product. 

The enabling technologies of this step are CAD and 3D modelling. The virtual product includes 

three aspects: elements, behaviours and rules. 

2. Process data to facilitate design decision-making. 

Data collected from different sources are analysed, integrated and visualised. 

3. Simulate product behaviours in the virtual environment. 

The enabling technologies of this step include simulation and virtual reality (VR), allowing 

designers and users to interact with the virtual product in the simulated environment.  

4. Command the physical product to perform recommended behaviours. 

Based on results of previous steps, the physical product is equipped with a capability, adjusted 

functionality, behaviour and/or structure in the physical world. 
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5. Establish real-time, two-way and secure connections between physical and virtual product. 

The connections are enabled using a number of technologies, such as network communication, 

cloud computing and network security. 

6. Collect all kinds of product-related data from different sources. 

Product-related data includes customer comments as well as information on the interaction 

between users and the product environment. The collected data are fed into Step (1) in order 

to close the loop towards building a more functional virtual product. 

(Tao, et al., 2018) 

 

3.5 Innovation management 

3.5.1 Purpose of innovation management 

The term ‘innovation’ is inherited from the Latin word ‘innovare’ which can be translated as ‘to renew’ 

or ‘to renovate’. As described in the previous chapters, innovation is a core element of ‘creative 

destruction’ and the substantial force for entrepreneurial or intrapreneurial creation of socio-economic 

values. Therefore, innovation is the result of an ideated creation – such as an idea or invention – that 

is applied to an existing product, service or procedure.  

Innovation management is related to the systematic advancements of innovations within an 

organisation. The overarching activities of innovation management are to establish a framework in 

which innovation can be initiated and implemented as well as to actively search, develop and 

implement new innovation within an organisation. In contrast to intrapreneurship, innovation 

management implements corporate processes for planning, organisation, steering and controlling. 

However, the objectives of intrapreneurship are reflected in those of innovation management. These 

objectives are: 

• Create new products or services in order to acquire new markets. 

• Improve existing products or services in order to stand out from the competition. 

• Improve internal procedures in order to strengthen the organisation’s capabilities . 

• Create new business models in order to generate new revenue streams. 

 

3.5.2 Fugle innovation process model 

The Fugle innovation process model is a comprehensive view on the activities of innovation 

management. The model is centred on a generic innovation process that combines the innovation 

funnel (identification and evaluation) with the deployment and exploitation of the innovation, called 

bugle. The complete innovation process is guided and supported at the top by the firm’s strategies, its 

people and culture, organisational structure and processes, as well as information and knowledge (Du 

Preez, Louw, & Essmann, 2014). 

Gates and filters are decision points between certain activities and stages. During the idea generation 

and concept definition and evaluation stages these decision points are called filters. The Fugle 

innovation process consists of three definitive stages:  
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1. The innovation funnel, where the focus is on exploring new opportunities as well as generating 

and selecting new ideas and concepts for further development and implementation.  

2. The innovation portfolio, which acts as a control mechanism for releasing new innovation 

projects into the business. It thereby ensures that projects are released based on the 

availability of competent and scarce resources and balanced risks.  

3. The innovation bugle, where the focus is on developing, implementing, commercialising and 

exploiting the new innovation. 

 

 

Figure 12: Fugle innovation process model overview (Du Preez, Louw, & Essmann, 2014, p. 15) 

 

3.5.2.1 Innovation funnel 

The innovation funnel is a convergent process where new opportunities are explored and selected. It 

starts with divergent exploration activities that are then converged in order to select the most 

promising opportunities. The specific stages and activities within the funnel are described as follows: 

1. Opportunity identification/Idea generation stage – This is the creative stage where new ideas 

are generated and/or new opportunities identified. New ideas can come from various internal 

(e.g. employees) or external (e.g. customers and suppliers) sources. The key activities within 

this stage are: 

i. Collect, categorise and present information about current problems, competitors, 

clients and markets, technologies, company strategies and objectives. 
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ii. Generate and collect ideas by making the right information available to the right 

people in the right manner. 

iii. Capture and manage ideas so that they can be documented, communicated to others 

and developed further into a concept. 

iv. Filter ideas in accordance with corporate goals and strategy. Careful thinking should 

therefore go into developing a filtering process and criteria in order to balance existing 

business goals with upcoming innovative business models. 

2. Concept definition stage – The focus of this stage is to transform the idea into a workable 

concept. A concept could be developed from different combinations of different ideas. Once 

the initial concept has been drafted, several iterations of reviews and discussion should be 

performed to incubate and refine some of the ideas. At the end of the definition stage, another 

filtering process occurs to select those ideas that are most promising and require further 

evaluation in order to determine their feasibility. 

3. Concept feasibility and refinement stage – At the concept definition stage, information about 

the concept might be limited. The concept feasibility stage is about further investigation of the 

concept by collecting additional information as well as modelling and prototyping in order to 

determine feasibility. The iterative concept evaluation should be used as a learning 

experience. At the end of this stage a funding gate is used to make the decision on which 

concepts should be resourced and further developed. It is important to develop a business 

case during this stage in order to support decision-making. The outcome of this stage is a list 

of prospective innovation projects. 

 

3.5.2.2 Innovation portfolio 

Innovation portfolio management entails the holistic management of the enterprise’s innovation 

initiatives. The activity utilises the outputs of the concept feasibility and refinement stage as the basis 

for the prioritisation, scheduling and alignment of the innovation project initiatives. Furthermore, 

innovation portfolio management constitutes the allocation of resources, assignment of responsibility 

and the continuous monitoring of initiatives, enabling an understanding of their aggregate effect, to 

ensure that the strategic objectives of the enterprise are achieved. It also entails making the decision 

of when to launch a specific innovation project.  

A useful instrument to support decision-making is the value-complexity matrix. It balances the two 

dimensions of business value (e.g. satisfying customer needs, reducing cost or generating additional 

revenue) against the complexity of the project implementation (e.g. technical challenge or 

development cost). Based on their individual properties, each initiative can be assigned to one of the 

following quadrants each of which is associated with a corresponding strategic priority class.  
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Figure 13: Value-complexity matrix with prioritised quadrants 

 

3.5.2.3 Innovation bugle 

The innovation bugle is a divergent process where increased value is created through the development, 

implementation, commercialisation and exploitation of an innovation. It is comprised of the following 

stages and activities:  

1. Deployment stage – This stage involves the design, implementation and testing of the 

innovation solution as identified, conceptualised and decided upon during the previous stages. 

It includes the planning and management of the design and implementation projects. An 

implementation gate is used as a final review before implementation. Implementation involves 

the development and roll-out of the new innovation. 

2. Refinement and formalisation stage – After the roll-out, the new innovation is in operation. 

This stage is about monitoring, measuring, evaluating and refining the solution until the new 

solution is adjusted to customer needs and feedback. Once the solution is performing 

satisfactorily it can then be formalised in terms of operational documentation. 

3. Exploitation stage – Once the solution has been formalised, this final stage is reached where 

the solution is further exploited through new business models and markets. The aim is 

therefore to generate more value from the solution. Before this stage is entered, an 

exploitation gate needs to be passed where decisions are made regarding which solutions can 

and should be further exploited. 
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4 Blue Ocean strategy: creation of new market space 

4.1 Learning objectives of this unit 

Learning objectives: Upon completion of this learning unit, you should be able to 

• Understand the implications of overstocked markets and cutthroat competition. 

• Understand the difference between a ‘Blue Ocean’ versus ‘Red Ocean’ strategy. 

• Formulate a Blue Ocean strategy, using the key instruments appropriately. 

• Execute a Blue Ocean strategy through appropriate leadership and governance. 

 

4.2 The traditional approach to marketing  

In traditional marketing, a product-market strategy delivers a comprehensive view on a product line 

and the corresponding set of missions that the products are designed to fulfil. Most often, these 

strategies aim at supporting the expansion of a business, based on the novelty of its market and 

product. 

 

4.2.1 Ansoff’s product-market growth matrix 

A broadly known instrument that helps businesses to decide their product and market growth strategy 

is the product-market matrix, created by the mathematician Igor Ansoff. It defines four strategic 

options that can generically be applied to any industry. 

 

Figure 14: Ansoff’s product-market growth matrix4 

 

 
4 Picture provided at https://www.ansoffmatrix.com/, accessed on 06-Jan 2020 

https://www.ansoffmatrix.com/


 

Dokument: 2020-02-24 Entrepreneurship Green Energy Storyboard_fin  Page 41 of 100 
24/08/2020 

Depending on the novelty of product and market, the four strategic options are:  

1. Market penetration – which refers to entering existing markets with existing products or 

services. This strategy focuses on taking parts or all of a competitor’s market share. This can 

be achieved in one of the following ways: 

i. Decreasing prices to attract existing or new customers. 

ii. Increasing promotion and distribution efforts. 

iii. Acquiring a competitor in the same marketplace. 

2. Product development – which refers to creating new products for existing markets. This 

strategy is usually adapted by companies that have a strong understanding of their current 

market and are able to provide innovative solutions to meet the needs of the existing market. 

Typical options of this strategy are: 

i. Investing in research and development of new products to cater to the existing 

market. 

ii. Acquiring a competitor’s product and merging resources to create a new product that 

better meets the need of the existing market. 

iii. Strategic partnerships with other firms to gain access to each partner’s distribution 

channels or brand. 

3. Market development – which refers to delivering existing products into new/emerging 

markets, e.g. by expanding into new geographies, customer segments or regions. This can be 

achieved in one of the following ways: 

i. Expanding the targeted group to a different customer segment. 

ii. Entering into a new domestic market (expanding regionally). 

iii. Entering into a foreign market (expanding internationally). 

4. Diversification – which refers to introducing new products into new/emerging markets. The 

implicit risk of this strategy can be mitigated through related diversification. Thus, there are 

two types of diversification a firm can employ: 

i. Related diversification: utilising potential synergies between the existing business and 

the new product/market. 

ii. Unrelated diversification: if no potential synergies exist between the existing business 

and the new product/market. 

 

4.2.2 Limitations of traditional marketing strategies 

Today, traditional marketing strategies are part of the standard curriculum of education in business 

administration. Numerous examples of business strategies – of both, successful and unsuccessful 

ventures – have applied these instruments. Even though they represent an established and proven 

framework, these strategies are based on similar assumptions. Considering the Ansoff matrix as an 

example, traditional marketing strategies: 

• Focus on customer segments and market shares. 

• Focus on competitors and how to succeed in competition. 

• Align strategic actions to defined market boundaries (even in new/emerging markets). 
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By focusing on these assumptions, companies accept nothing less than the key constraining factors of 

war – limited terrain and the necessity to fight and beat an enemy in order to be successful. Therefore, 

they deny the distinctive strength of entrepreneurship: the capacity to create new market space that 

is uncontested. 

By doing so, companies try to outperform their rivals in order to gain a higher share of an existing 

demand, e.g. by developing new/better products (as in diversification) or by decreasing prices (as in 

market penetration). However, as market spaces become narrow over time, prospects for profits and 

growth are reduced. Products become commodities and cutthroat competition increases the pressure 

on pricing and neglects the capability to innovate and renew.  

Competing rivals and attracting targeted customers has been and will be an important task in product 

marketing, as these are basic elements of the business world. However, in order to build new 

businesses and achieve high performance, entrepreneurs must look beyond industry boundaries and 

competition. These objectives are inherited within the so-called ‘Blue Ocean strategy’. 

The Blue Ocean strategy is the simultaneous pursuit of differentiation and low cost to open up a new 

market space and create new demand. It is about creating and capturing uncontested market space, 

thereby making the competition irrelevant. It is based on the view that market boundaries and industry 

structure can be reconstructed by the actions and beliefs of industry players. Consequently, the Blue 

Ocean strategy aims at: 

• Reconstructing market boundaries. 

• Creating market spaces where competition is irrelevant. 

• Creating and capturing new demands. 

• Avoiding price wars, shrinking profits and cutthroat competition. 

 

4.3 Introduction to the Blue Ocean strategy 

The Blue Ocean strategy was introduced by W. Chan Kim and Renée Mauborgne in their eponymous 

book ‘Blue Ocean Strategy: How to Create Uncontested Market Space and Make the Competition 

Irrelevant’ (Kim & Mauborgne, 2015). Introducing a radically new approach to business strategy, the 

authors argue that cutthroat competition results in nothing but rivals fighting over a shrinking pool of 

profits. It presents a systematic approach to making the competition irrelevant and outlines principles 

and tools any organisation can use to create and capture their own Blue Oceans.5 

 

4.3.1 Blue Oceans versus Red Oceans 

The term ‘Blue Ocean’ can be seen as a metaphor for an unknown space with wide and deep potential. 

It refers to an environment where new demand is created and opportunity for growth is provided that 

is both profitable and rapid. 

In contrast, the term ‘Red Ocean’ is introduced as well, representing the known market space where 

industry boundaries are defined and accepted. Here, the competitive rules of the game are known and 

 
5 Access to further information and the community can be obtained at https://www.blueoceanstrategy.com/  

https://www.blueoceanstrategy.com/
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companies try to outperform each other for desired shares of a limited demand. This cutthroat (or 

‘bloody’) competition makes the ‘ocean turn red’. 

Apart from metaphors and ideal goals, the objectives of Blue and Red Oceans can be summarised as 

follows: 

 

BLUE OCEAN STRATEGY RED OCEAN STRATEGY 

Creating uncontested market space. Competing in existing market space. 

Making the competition irrelevant. Fighting and beating the competition. 

Creating and capturing new demand. Exploiting existing demand. 

Breaking the value-cost trade-off. Achieving the value-cost trade-off. 

Aligning a company’s strategy in pursuit of 

differentiation and low cost. 

Aligning a company’s strategy to the choice 

between differentiation or low cost. 

Table 5: Objectives of Blue versus Red Ocean strategies (Kim & Mauborgne, 2015, p. 18) 

 

4.3.2 Value innovation 

The concept of value innovation can be considered the cornerstone of the Blue Ocean strategy. Instead 

of focusing on beating the competition, the priority is set on making the competition irrelevant by 

creating a leap in value for buyers and companies. Therefore, value innovation defies one of the most 

commonly accepted dogmas of competition-based strategies: the value-cost trade-off. Value 

innovation is achieved only when the whole system of utility, price and cost is aligned – because value 

to buyers comes from the offering’s utility minus its price, and value to the company is generated from 

the offering’s price minus its cost. 

Consequently, value innovation is created in the region where a company’s activities improve both its 

cost structure and the value proposition to customers. Cost savings are made by eliminating and 

reducing the factors that an industry competes on. Buyer value is lifted by raising and creating elements 

the industry has never offered. Over time, costs are reduced further as scale economies take effect due 

to higher sales volumes that are generated by added value.  
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Figure 15: Value innovation as a combination of high value and low cost 

 

Of course, competition cannot be neglected in a free market and a successful business will require a 

thorough understanding of the customer’s needs. Furthermore, every business strategy involves 

opportunities as well as risks. The Blue Ocean strategy provides a framework of 

• Instruments to apply the concept of value innovation. 

• Principles to mitigate risks in strategy formulation. 

• Principles to mitigate risks in strategy execution. 

These elements of the Blue Ocean strategy are described within the following sections. 

 

4.4 Central instruments of a Blue Ocean strategy 

In order to support the adoption of the Blue Ocean strategy in practice, the authors introduce a set of 

analytical instruments. Applying these instruments helps to formulate and execute a Blue Ocean 

strategy in a systematic and actionable way. The core instruments of a Blue Ocean strategy are 

described within the following subsections. 

 

4.4.1 Strategy canvas 

The strategy canvas is a diagnostic and actionable instrument that captures the strategic landscape and 

future prospects of an organisation. It captures the strategic status quo within a known (defined) 

market space and maps the following elements on a two-dimensional graph: 

1. Strategic factors that companies are competing on 
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2. The relative extent to which customers receive the offerings 

As with every business-related canvas, the strategic canvas is a graphical representation that can be 

printed on one page. By mapping the strategic factors of a business model, a value curve is created that 

allows companies to illustrate and understand their strategic positioning within a defined market space. 

Entrepreneurs can then compare their businesses’ value curve to those of selected competitors or to 

a representative industry benchmark. 

However, two key objectives (among others) of the Blue Ocean strategy are to reconstruct market 

boundaries and create new demand (see Table 5). Therefore, entrepreneurs must adjust their focus 

from competitors to alternatives and from customers to non-customers. The concept of non-

customers is further explained in section 4.5.3. 

When shifting to non-customers and alternative offerings, a new market potential can be created by 

considering the following key questions: 

• Why do non-customers decide not to use existing products or services? 

• What benefits do they gain through other offerings from different market spaces? 

• How can their needs be met through alternative solutions? Which options are there? 

• What changes would affect the decision-making and attract current non-customers? 

Consequently, this leads to the introduction of new strategic factors that extend the known/defined 

market space. These factors extend the value curve accordingly and display a company’s strategy to 

create new demand and to stand out of the existing competitive environment. 

 

 

Figure 16: Sample strategy canvas of a company compared with the industry benchmark 
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The development of a customised strategy canvas provides a high-level picture of the target market, 

perceived buyer values and gaps in the current offerings. Based on this information, a customer-centric 

business model and more customised offerings can be developed. Entrepreneurs can then concentrate 

a company’s resources on the largest opportunities in order to grow their business, while delivering 

sustainable values. 

 

4.4.2 Four actions framework 

In the course of a Blue Ocean strategy it is essential to reconstruct market boundaries and to re-think 

value propositions according to buyers’ needs. The four actions framework provides an instrument to 

readjust the strategic focus in this regard. It introduces four possible actions from which companies can 

derive a new value curve as part of a Blue Ocean strategy. 

These four possible actions are: 

1. Eliminate selected competitive factors that companies have long been competing on. From 

time to time the needs and value perception of customers change and some of the established 

factors might not provide adequate value any more. Instead of benchmarking with 

competitors on these factors, companies should challenge these competitive factors in order 

to reduce cost without a noticeable reduction of value. 

2. Reduce selected competitive factors that involve high cost without providing sufficient value. 

In highly competitive markets products are often overdesigned with the aim to outperform 

the competition. This results in over-served customers, which in turn leads to elevated costs 

without additional value. By identifying and reducing these factors, companies can adjust their 

cost structure down to the level necessary to provide adequate value.  

3. Raise selected competitive factors that might not have been valued enough by the industry or 

are demanded by non-customers at a higher level. Occasionally, highly competitive industries 

introduce compromises in provided value, because competitors focus on benchmarking each 

other regarding strategic factors, rather than exploring further demands. By identifying and 

raising such factors companies are able to increase customer value and attract non-customers 

to their offerings. 

4. Create new strategic factors that serve a new demand and extend the value curve. By 

introducing new levels of offerings, a new market space can be created that attracts non-

customers to a company’s offerings and introduces a strategic advantage through the factor 

that competitors are not focusing on. 

By applying the four actions framework a new value curve is created that reflects the positioning of a 

company according to its Blue Ocean strategy.  
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Figure 17: sample strategy canvas with applied four actions framework 

 

4.4.3 Eliminate-Reduce-Raise-Create (ERRC) grid 

The ERRC grid is a graphical representation of the four actions framework in a matrix format. While the 

structure of the four actions framework is trivial, identifying the right strategic factors and assigning 

appropriate actions is a challenging task. As in other business modelling practices, it is a creative 

process that is performed in a collaborative manner, involving several persons with different roles and 

perspective within a company. By visualising the key actions, this creative process is supported through 

haptic mechanisms and a higher degree of transparency is achieved, which supports the strategic 

transformation. 

 

 

Figure 18: ERRC grid as a graphical representation of the four actions framework 
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Applying the ERRC grid helps entrepreneurs to thoroughly examine the strategic factors that an industry 

competes on, helping them to discover and challenge the range of implicit assumptions they 

unconsciously make in competing. When combined with a strategy canvas, the four actions framework 

and ERRC grid are central instruments when formulating and executing a Blue Ocean strategy. 

 

4.5 Formulating a Blue Ocean strategy 

The formulation of a Blue Ocean strategy requires entrepreneurs to understand the status quo of an 

industry in terms of strategic factors that industry actors compete upon. Furthermore, in order to 

create an uncontested new market space, they must look beyond existing market boundaries and 

identify actionable elements for reducing cost and generating values. The Blue Ocean strategy 

introduces four principles that drive its successful formulation. These principles are reflected in the 

following subsections. 

 

4.5.1 Reconstruction of market boundaries 

When searching for new market spaces, companies often face challenges in identifying, analysing and 

selecting commercially viable opportunities from the various alternatives that are available. The Blue 

Ocean strategy introduces six patterns to successfully reconstruct existing market boundaries as a 

foundation for Blue Oceans. These patterns are formalised within the six paths framework. These six 

elements (‘paths’) are described below. 

 

4.5.1.1 Alternative industries 

Products and services offered to an industry can have different forms and different functions, but still 

follow a similar objective. Such offerings are called alternatives. As a simplified example, a solar PV 

power plant and a wind farm are both installed for the same purpose – to generate electrical power 

from renewable energies. However, they differ significantly in form, functions, investments, life cycle, 

etc. Thus, they are alternatives that buyers choose from. Of course, these alternatives can be combined 

according to a buyer’s decision.  

The same concept applies to alternative industries. Entrepreneurs must consider how their targeted 

customers choose and make compromises across alternative industries. In fact, the space between 

these alternative industries provides potential for value innovation. 

 

4.5.1.2 Strategic groups 

In most industries, the actors pursuing similar strategy – and thus focusing on similar strategic factors 

– can be summarised in clusters. These clusters are called strategic groups.  When formulating a Blue 

Ocean strategy, a key pattern is to break out of this formalised segmentation. To do so, entrepreneurs 

must gain an understanding of the factors that influence buyers’ decisions to switch between these 

strategic groups. To successfully formulate a Blue Ocean strategy, it is essential to identify the strategic 
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groups within an industry and the stimuli that drive buyers to either of these groups. Popular examples 

of strategic groups can be found among car manufacturers.  

 

Example from the green energy economy: Tesla 

Back in the 1990s, strategic groups were separated, e.g. into luxury cars, sportive cars, economy cars 

and some niche groups, such as electrical cars. When Tesla issued their series of electrical cars in the 

early 2000s, they escaped the borders of these strategic groups by offering the acceleration and speed 

of a sportive car, the high-end equipment of luxury cars, as well as environmental friendliness of 

electrical cars. By looking beyond existing strategic groups of buyers, Tesla led the way for electrical 

cars to break out of their niche. 

 

4.5.1.3 Buyer groups 

According to the strategic groups within an industry, companies often target specific customer 

segments according to distinct segmentation criteria. This leads to a common definition of target 

buyers within an industry. In fact, the process of buying and consuming an offering involves different 

groups of stakeholders that form a chain of buyers. For example, buyer groups of an industry can be 

purchasers (who pay for the offering), users (who apply the product or utilise a service) and influencers 

(who have a crucial part in the decision-making process). 

Even though buyer groups may overlap, they often differ in their objectives and the perception of value 

gained through an offering. Therefore, challenging the existing definition of buyer groups within an 

industry can open new market potential and unlock new value.  

 

4.5.1.4 Complementary offerings 

Even though market offerings are targeted at fulfilling an existing demand, there might exist other 

products and services that affect their value. These are so-called complementary offerings. The key to 

identifying complementary offerings is to understand and analyse the way a product or service is used 

through its entire life cycle. There may be prerequisites, obstacles or shortcomings in an existing 

offering that can be limited or neglected by complementary products or services. Therefore, by 

analysing the full process before, during and after an offering is utilised, entrepreneurs can identify and 

examine further potential for added value. 

 

4.5.1.5 Functional or emotional orientation 

In advertising products and services, companies usually choose an either functional or emotional 

appeal to attract buyers. The differences are: 

• Functional appeal is related to rational factors that companies compete upon, e.g. prices and 

product features. 

• Emotional appeal is related to subjective factors that companies compete upon, e.g. feelings, 

status or aesthetics. 
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By challenging the existing appeal that companies have accepted to compete upon for a long time, 

entrepreneurs might change customers’ expectations towards a product or service and create new 

demand. Therefore, by adding functional appeal to an offering that is competed upon on emotional 

factors (or vice versa) might be a helpful way in reconstructing the market boundaries.  

 

Example from the green energy economy: Building Integrated Photovoltaics (BIPV) 

Within the rapid growth of solar energy, photovoltaic modules have continuously been developed and 

improved for their functional appeal. Manufacturers and installation companies competed mainly on 

technical parameters, such as efficiency and cost. With BIPV it is possible to integrate PV modules into 

the façade or other parts of a building, which consequently adds two factors of emotional appeal: 

aesthetics and flexibility of design. Thereby manufacturers and installers are able to access new 

possible applications for PV installations, such as façades, skylights and shading elements. 

Furthermore, BIPV may attract non-customers of ‘traditional’ PV installations, such as architects, artists 

and construction companies.6 

 

4.5.1.6 Time and trends 

Industries and buyer behaviour are influenced by external trends. These trends might be caused by the 

emergence of a new industry, a major regulatory change or events with a high social impact . Simply 

reacting to those trends, in terms of projecting their future evolution, might mean companies try to 

adjust their own development and processes to keep up with them. This in return raises costs and 

makes it hard for a company to head away from the competition – simply because their competitors 

will usually follow the same actions in chasing the trend. 

Instead of projecting the trends, value innovation can be unlocked by understanding the way certain 

trends will change the value to customers and impact a company’s business model. By looking across 

time – from the value created today to the value it might deliver in the future – entrepreneurs can 

develop new hypotheses on adjusted business models and claim new market spaces.  

 

4.5.2 Establishing a strategic focus 

Based on the reconstructed market boundaries, the next stage to formulate a Blue Ocean strategy is to 

align the strategic focus on the entire business model. This is an essential task that reduces the planning 

risk associated with new strategic alignments. A Blue Ocean strategy will not cause just minor 

adjustment, but require major changes within a company. Therefore, entrepreneurs must focus on the 

company’s strategic profile – or, in other words, the ‘big picture’. 

The process of creating a Blue Ocean strategy involves a high degree of participation throughout the 

company’s employees, which in return stipulates creativity among the participating teams. Visualising 

a strategy is a powerful instrument to establish transparency, motivate the strategic objectives and 

 
6 Further reading: http://www.bipv.ch/index.php/en/, https://www.wbdg.org/resources/building-integrated-photovoltaics-

bipv, and https://bipvboost.eu/, all accessed on 14-Jan 2020 

http://www.bipv.ch/index.php/en/
https://www.wbdg.org/resources/building-integrated-photovoltaics-bipv
https://www.wbdg.org/resources/building-integrated-photovoltaics-bipv
https://bipvboost.eu/
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encourage commitment among the company. The Blue Ocean strategy introduces a four-step process 

to visualise a strategy. These steps are: 

1. Visual awakening, which illustrates the existing strategy factors as a starting point. This helps 

entrepreneurs to understand the company’s strategic position on the existing market 

compared to existing competitors (see Figure 16). 

2. Visual exploration, identifying new opportunities, following the six paths framework. This step 

provides the basic research to apply the four actions framework (see 4.4.2) in the next step. 

3. Visual strategy fair, which illustrates the decision on elimination, reduction, raise and creation 

of strategic factors (see Figure 18). Illustration of these elements allows faster feedback and a 

more collaborative approach to refining the strategy. 

4. Visual communication, which displays the ‘before-and-after’ strategic profiles on one page 

(see Figure 17). Illustrating these profiles helps to align the decision-making process on 

investments, project initiation and operational alignment. 

Key instruments for visualising a Blue Ocean strategy include the strategy canvas and ERRC grid. 

Another way of strategic alignment is the visualisation of the company’s portfolio. For this purpose, the 

Blue Ocean strategy introduces the Pioneer-Migrator-Settler (PMS) Map. Within this framework, the 

three company profiles are defined, based on their potential growth potential:  

• Pioneers are defined as businesses that offer unprecedented value. These are a company’s 

Blue Ocean strategic moves and are the most powerful sources of profitable growth. 

• Migrators are business offerings better than most in the marketplace. Their potential lies in 

between the pioneers and settlers. These businesses offer improved value, but no value 

innovation. Their growth potential is therefore limited. 

• Settlers, in contrast to pioneers, are defined as hangers-on businesses. Their value curves 

adhere mainly to the industry’s average and are anticipated with no future growth. 

Based on these definitions, the pioneer-migrator-settler map is applied to illustrate the planned 

changes of a company’s portfolio and its anticipated growth potential over time.  

 

 

Figure 19: Pioneer-Migrator-Settler map (Kim & Mauborgne, 2015, p. 101)7 

 
7 Picture provided at https://www.blueoceanstrategy.com/tools/pms-map/, accessed on 18-Jan 2020 

https://www.blueoceanstrategy.com/tools/pms-map/
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The strategic goal is to shift a company’s business towards pioneers. However, entrepreneurs and 

executives should be aware that settlers, despite having no growth potential, are most likely today’s 

cash generators. They might support a Blue Ocean strategy at the beginning by providing financial 

support for the company’s strategic shift.  

 

4.5.3 Reaching beyond the existing demand 

As mentioned before, entrepreneurs must adjust their focus from competitors to alternatives and from 

customers to non-customers in order to reach across market boundaries and create new demand. 

While non-customers can be considered as potential new customers, they differ in demand and 

distance from the anticipated market. In this regard, the Blue Ocean strategy defines three tiers of non-

customers, which are defined as companies or individuals who: 

1. Minimally purchase existing offerings out of necessity, but mainly fulfil their demand through 

purchases in different market spaces. These are called ‘soon-to-be’ non-customers. 

2. Consider existing offerings as an option to fulfil their demand, but have consciously decided 

against participating in the existing market space. These are called ‘refusing’ non-customers. 

3. Have never considered the existing market space according to their demand. These are called 

‘unexplored’ non-customers. 

 

 

Figure 20: Three tiers of non-customers (Kim & Mauborgne, 2015, p. 106)8 

 

By understanding the key cohesion between non-customers and existing customers, entrepreneurs can 

understand how to grow their customer base. Unlocking this potential provides the foundation for 

sustainable growth and scalability of a company.  

 
8 Picture provided at https://www.blueoceanstrategy.com/tools/three-tiers-of-noncustomers/, accessed on 18-Jan 2020 

https://www.blueoceanstrategy.com/tools/three-tiers-of-noncustomers/
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4.5.4 Establishing the strategic sequence 

The final stage of formulating a Blue Ocean strategy is concerned with arranging the appropriate tasks 

in a proper sequence. This ensures that the commercial viability of the strategy is validated. It therefore 

reduces the risks associated with the implementation of new business models. According to Kim and 

Mauborgne, a Blue Ocean strategy follows the following sequence. Only if all the steps above can be 

completed positively and in the correct sequence can a Blue Ocean strategy can be considered 

commercially viable. 

 

4.5.4.1 Buyer utility 

This step is concerned with the actual value proposition. For example, a common misconception within 

the consumer electronics industry is that high-end technology is equivalent to high-end utility. 

However, only if there is convincing and compelling value offered to the mass of targeted people that 

meets their demand, the Blue Ocean strategy can be considered realistic.  For this purpose, the Blue 

Ocean strategy introduces the buyer utility map, which helps in understanding the demand-side 

perspective. This instrument forms a matrix out of two important dimensions: 

1. The levers to deliver valuable utility. 

2. The buyer experience cycle, including all stages of using or consuming an offering. 

 

 

Figure 21: Buyer utility map (Kim & Mauborgne, 2015, p. 121)9 

 

 
9 Picture provided at https://www.blueoceanstrategy.com/tools/buyer-utility-map/, accessed on 18-Jan 2020 

https://www.blueoceanstrategy.com/tools/buyer-utility-map/
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While the buyer experience cycle covers the stages from purchase to disposal of an offering, the utility 

levers are the ways in which companies unlock utility for their customers. The buyer utility map enables 

entrepreneurs to illustrate if and how an ideated product or service adds value to the targeted group 

of buyers. Furthermore, it helps to identify and eliminate the biggest impediments to utility that 

currently prevent the conversion of non-customers into customers. 

 

4.5.4.2 Strategic pricing 

If a reliable buyer utility is verified, the next task is to verify that an offering can be priced appropriately 

to attract the mass of targeted buyers. This includes the capability and willingness of buyers to spend 

the aimed price for the product or service. Both the buyer utility combined with the strategic pricing 

address the revenue side of a business model. They form the foundation for the generation of value 

and growth of the business. 

For the purpose of determining an adequate price, the Blue Ocean strategy introduces the price 

corridor of the mass as a strategic instrument. When setting the price for a product or service, 

entrepreneurs must evaluate the decision-making process of buyers. The key to determining the 

strategic price is to understand the price sensitivities of buyers, who will be comparing the new offering 

with a multitude of different products and services offered outside the group of traditional 

competitors. The price setting is performed in two steps. 

In the first step the price corridor of the mass is identified. There are two categories of offerings that 

are beyond an industry’s boundaries: 

• Products and services that have different forms but perform the same function. 

• Products and services that have different forms and functions but serve the same objective. 

In the second step the strategic price level is determined within the price corridor. An adequate price 

level will take into account protection from imitation. There two sets of factors to consider:  

• The level of legal and resource protection the new offering has to block imitation, such as 

product patents. 

• The possession of exclusive asset or core capability that can also prevent imitation, such as 

know-how or excellence in service delivery. 
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Figure 22: Price corridor of the mass (Kim & Mauborgne, 2015, p. 128)10 

 

The higher the level of protection against imitation, the higher the strategic price can be within the 

price range that still attracts the mass of target buyers. In contrast, entrepreneurs should pursue mid 

to lower boundary prices if one or more of the following applies: 

• The offering has high fixed costs and marginal variable costs.  

• The attractiveness of the offering depends strongly on network externalities. 

• The offering’s cost structure benefits from steep economies of scale and scope.  

The next section discusses the cost side of a business model in more detail.  

 

4.5.4.3 Target costing 

Based on the strategic revenue plan, target costing addresses the profit side of a business model. It is 

important to set the strategic price before the target costing is determined. To avoid cognitive bias, the 

costs shall not steer the prices. Furthermore, utility shall not be reduced in order to lower the cost 

structure. If the cost structure exceeds the strategic price, the business model must be improved for 

cost-efficiency. Based on the strategic price and target profit, cost-efficiency can be achieved through 

the concept of pricing innovation. 

The following figure illustrates the Blue Ocean profit model.  

 
10 Picture provided at https://www.blueoceanstrategy.com/tools/price-corridor-mass/, accessed on 18-Jan 2020 

https://www.blueoceanstrategy.com/tools/price-corridor-mass/
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Figure 23: Profit model of a Blue Ocean strategy (Kim & Mauborgne, 2015, p. 136) 

 

To achieve the cost target, entrepreneurs typically have three measures.  

The first option refers to streamlining operations and introduction of cost innovations – whereas cost-

efficiency is achieved through internal measures, such as optimising high-cost elements of the value 

chain, finding substitutes for expensive raw materials, automating extensive manual work, etc.  

The second option is partnering – whereas cost-efficiency is achieved through leveraging the 

experience and excellence of external parties. In designing new and innovative offerings, value chains 

may become complex and require expertise from different industries. Through partnering, 

entrepreneurs are able to avoid high upfront investment and time-consuming learning curves. 

The third option is called ‘pricing innovation’ – whereas cost-efficiency is achieved through alteration 

of the existing environment. Changes are applied to the existing price model of the industry and not to 

the offering’s strategic pricing. By this measure, entrepreneurs can unlock new groups of buyers, thus 

increasing the economies of scale. Popular examples of price models (among others) include:  

• Purchasing: an offering is acquired completely and can be utilised until disposal. 

• Subscription: an offering is acquired through a reoccurring series of payments and can be 

utilised during the time of payment. 

• Time-sharing: an offering is utilised on demand, for a limited time, and paid for through a 

service or usage fee. 

• Slice-sharing: an offering is shared between, and utilised by, several buyers. The payment is 

distributed among them. 

• Freemium: an offering is strategically offered for free, with the opportunity to upgrade to a 

commercial premium version that provides added value. 

When targeting the costs of a product or service, entrepreneurs can apply one or a combination of the 

options described above. Only if the target profit can be achieved without changing the strategic 

pricing, a Blue Ocean offering can be considered commercially viable.  

Strategic price 

Target cost 

Streamlining and 
cost innovation Partnering 

Pricing innovation 

Target profit 
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4.5.4.4 Adoption capabilities 

Almost by definition, a Blue Ocean business model threatens the status quo of a company. For this 

reason, it is likely to provoke anxiety, scepticism and resistance among the stakeholders. Therefore, 

when the commercial viability of an offering is to be verified, it is crucial to consider potential hurdles 

that may prevent the implementation of the new business model. The Blue Ocean strategy addresses 

three groups of stakeholders, each of which are addressed through transparency and education.  

The first group addresses the company’s employees. Changes to an existing business model might 

affect their quality of work and life. Thus, before implementing and advertising a new business publicly, 

entrepreneurs must consider the concerns of this group. Major risks can be mitigated through clear 

communication of opportunities and risks associated with a new business model, as well as visualising 

the company’s strategic positioning, as described in section 4.5.2. 

The second group addresses a company’s business partners, who might be concerned that their 

revenue streams or market position is threatened by the new business model. When communication 

occurs with this group of stakeholders, it is important to address their commercial objectives, outline 

new opportunities for their business, and invite them to participate in the implementation plan. 

The third group addresses the general public, especially if a new business idea affects social or political 

norms. Working with this group of stakeholders requires a high degree of communication, e.g. through 

public campaigns, open dialogues and debates and transparency in measures that were taken, to 

demonstrate that their needs and concerns are being taken seriously. 

Even the best commercial plan can fail, if major adoption hurdles are overlooked. Therefore, a thorough 

stakeholder analysis and communication plan should be developed to verify that the business model 

can be implemented without significant delay or costs. 

 

4.6 Executing a Blue Ocean strategy 

Once a new business strategy is formulated and validated, its implementation is a challenging task that 

affects an organisation’s leadership, processes and structure. In particular, a Blue Ocean strategy 

represents a significant withdrawal from the existing business model and established behaviour. Thus, 

strategy execution requires as much anticipation, time and effort as its formulation. The Blue Ocean 

strategy introduces four principles that drive its successful execution. These principles are reflected in 

the following subsections. 

 

4.6.1 Overcoming key organisational hurdles 

The first principle in executing a Blue Ocean strategy is to overcome key organisational hurdles. This 

step reduces organisational risks that might be caused by emotional barriers, lack of resources, or 

political issues. Within the Blue Ocean strategy there are four key organisational hurdles that apply to 

the execution of a strategy: 
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1. Cognitive hurdle, which results from a lack of understanding about the new strategy’s 

necessity. Often, this lack of recognition is caused or strengthened by accustomed workflows 

and the habit of taking the status quo for granted. 

2. Resource hurdle, which occurs when the execution of a new strategy has to compete with the 

established business operations for critical resources. Even though a Blue Ocean strategy is 

aimed at business growth and profitability, the established business still generates revenues 

and requires resources for that. 

3. Motivational hurdle, which results from fear or constrains associated with the anticipated 

changes. People tend to reject major changes that they are affected by, especially if they have 

not been part of the formulation of the new strategy. This poses a challenge to executives in 

gaining commitment from employees. 

4. Political hurdle, which may be introduced by people or groups who prioritise their personal 

interest above the company’s interest. This often leads to ‘hidden agendas’ and undisclosed 

conflicts between employees that harm the teamwork and obstruct the implementation of a 

new corporate strategy. 

To overcome or prevent these hurdles, the Blue Ocean strategy introduces the concept of tipping point 

leadership. In contrast to the conventional theory of organisational change, where the focus is set on 

transforming the mass, it focuses on the extremes in order to achieve a strategic shift at low cost. 

Conventional change management approaches require steep resources and long timelines in order to 

identify, analyse and address the various concerns of the mass. All effort, roles and tools are aimed at 

moving the mass towards the new strategy. 

With tipping point leadership, the goal is to transform the extremes: the people, acts and activities that 

have a disproportionate influence on the company’s performance. The aim of this approach is to 

change the mass’s behaviour by transforming the key persons and procedures. By transforming the 

extremes, leaders are able to change the essentials of a company fast and at low cost to execute their 

new strategy. 

 

 

Figure 24: Tipping point leadership (Kim & Mauborgne, 2015, p. 169)11 

 

Tipping point leadership provides an efficient approach to transform an organisation towards a new 

strategy, while overcoming the four hurdles described above. The following key questions help in 

identifying and leveraging the factors of disproportionate influence in an organisation: 

 
11 Picture provided by https://www.blueoceanstrategy.com/tools/tipping-point-leadership/, accessed on 18-Jan 2020 

https://www.blueoceanstrategy.com/tools/tipping-point-leadership/
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• What are the essential elements within the organisation that have a disproportionate 

influence (positive or negative) on the new business strategy? 

• What actions may utilise these elements to positively contribute to the transformation?  

• Who are the key persons involved with or influencing these elements? 

• What are the needs and assumptions of these key persons and how can these be met or 

improved by the new strategy? 

 

4.6.2 Transforming a strategy into operations 

The principle of ‘building execution into strategy’ is concerned with the operationalisation of a strategy. 

In traditional mentalities that are based on the ‘command and control’ principle, execution of a strategy 

is usually carried out through rules, policies and imposed responsibilities. Adherence is then supervised 

by control measures defined as part of the strategy execution. However, experiences have proven that 

this kind of strategy execution reinforces intellectual and emotional indignation, which in turn leads to 

distrust, rejection and non-cooperation throughout a company’s employees. 

The Blue Ocean introduces the concept of fair process, which focuses on gaining people’s commitment 

from the beginning of the strategy formulation and throughout its execution. Fair process is based on 

three principles that encourage trust and inspire voluntary cooperation during the strategy execution. 

These are called the ‘three E’ principles. 

 

PRINCIPLE DESCRIPTION 

ENGAGEMENT Involving individuals in the strategic decisions that affect them. Engagement is 

achieved by encouraging input and participation. Open feedback and 

discussions are necessary to establish an environment that is based on 

openness and respect.  

EXPLANATION Ensuring that everyone involved and affected understands the reasons for 

strategic decisions. Explanations shall be given objectively and in a non-

manipulative way. Providing the rationale stipulates confidence among 

employees that their opinions have been considered, even if they were 

rejected within the final decisions. 

EXPECTATION 

CLARITY 

Setting clear rules about the new strategy and communicating them to all 

employees. This ensures that new standards are known, helping people to 

focus on executing the strategy consequently. 

Table 6: The 'three E' principles of fair process 

 

The combination of the ‘three E’ criteria leads to the achievement of a fair process. Therefore, it is 

insufficient to perform a subset of these only. By carrying out a fair process, entrepreneurs enable 

intellectual and emotional recognition among the actors involved. This in return encourages trust, 

commitment and sharing of knowledge. Consequently, a fair process leads to a significantly higher level 

of cooperation in the execution of a strategy.  
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4.6.3 Achieving strategy alignment 

The principle of ‘aligning the value, profit and people proposition’ is concerned with creating consistent 

strategy propositions that ensure the sustainability of the business model. It is aimed at closing the 

loop between creating and capturing a new market space. At the highest level there are three essential 

propositions to the success of a strategy: 

• The value proposition is a central element of the stages of business model development (see 

2.2). It refers to the utility that customers receive from an offering in return for the price for 

which they purchase it. 

• The profit proposition refers to the revenues an organisation generates from an offering, 

minus the cost of production and delivery. This provides sufficient assurance for investors, 

partners, employees and other stakeholders to build trust in a business strategy.  

• The people proposition refers to the positive motivations and incentives put in place for the 

people who are needed to support and implement the strategy. Note that the term ‘people’ 

includes individuals from inside and outside the organisation. 

 

Achieving a sustainable strategy execution requires the alignment of these three propositions. In this 

regard, they form a framework to ensure that organisations take a holistic approach to the formulation 

and execution of a strategy. If this holistic understanding is lacking, organisations risk the sustainability 

of their business model, leading to executive failures that can have severe consequences.  

Consequently, achieving an adequate strategy alignment ensures high performance and sustainability 

of the business model. 

 

4.6.4 Renewal of Blue Oceans 

Creating a Blue Ocean is a dynamic process that steadily interacts with the market. Once a new market 

space is created and adopted, imitators will be attracted by the commercial success and new 

competitors will arise. Hence, the final principle ‘renew Blue Oceans’ is concerned with securing the 

strategy from imitation. 

One way of preserving a Blue Ocean is to introduce barriers to imitation, preventing the organisation 

from steering into the Red Ocean trap of competition and focusing on the war for market shares. 

Imitation barriers are part of the sustainability aspects of a strategy and can range from alignment to 

cognitive, organisational, brand, economic and legal barriers.  

 

IMITATION BARRIER DESCRIPTION 

ALIGNMENT BARRIER Results from the alignment of value, profit and people propositions 

around both differentiation and low cost. Builds sustainability into 

strategy and impedes imitation. 
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IMITATION BARRIER DESCRIPTION 

COGNITIVE AND 

ORGANISATIONAL BARRIER 

Having an established mindset and understanding of value 

innovation impedes imitators. Still having to establish the 

organisational and cultural transformation involves a significant 

effort, which is an imitation barrier.  

BRAND BARRIER Following the concept of value innovation and fostering buyer 

utility establishes a positive brand recognition and customer loyalty 

that prevent buyers from considering offerings from imitators.  

ECONOMIC BARRIER Achieving higher volumes and economies of scale provides a rapid 

cost advantage, discouraging imitators from entering the market. 

LEGAL BARRIER Patents and legal permits secure intellectual property and impede 

imitators from reusing strategic resources that are essential 

prerequisites of Blue Ocean offerings. 

Table 7: Imitation barriers of a Blue Ocean strategy 

 

On a long-term basis, imitation can be aggravated but cannot be banished. Over time, every 

uncontested market space will face growing competition and more matured markets are likely to turn 

into Red Oceans. To avoid the ‘Red Ocean trap’, monitoring of the strategy canvas is necessary. It alerts 

companies when their strategic factors converge more to those of the industry and when the strategic 

profile loses buyer utility. On the other hand, it keeps a company from abandoning the market space 

and running through the entire process of re-inventing its business model again. 

As long as the value curve contains focus, divergence and a compelling tagline, there is potential to 

lengthen, widen, or deepen the revenue stream. In this situation, a company should aim at further 

improving its operations, expanding to new geographical regions, and/or achieving maximum 

economies of scale. The objective is to dominate the Blue Ocean as long as possible by continuously 

focusing on the strategic factors, distancing itself from competitors and establishing barriers to 

imitators. Only when the market becomes over-matured and cutthroat competition arises should a 

company consider a new process of value innovation and renewing its strategic portfolio.  

 

5 Funding a business 

5.1 Learning objectives of this unit 

Learning objectives: Upon completion of this learning unit, you should be able to 

• Understand the different sources of funding to finance a business venture.  

• Understand the objectives, merits and limitations of different investors. 

• Select an adequate mix of funding sources to finance a business venture.  

• Plan for an adequate mix of equity and debt capital. 
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5.2 Introduction 

As in every industry, entrepreneurial ventures require capital investments in order to establish the 

foundation for implementing a business model and, consequently, delivering values. Investments in 

renewable energies have increased significantly over the past decades, driven by clean energy targets 

and incentives. The major targets for investors, by far, were the solar and wind energy sectors. Statistics 

on the global energy investments indicate that the provisioning of funding for renewable energy 

projects has been stagnating since 2014 with variations of ± 8-11% (see Figure 25). However, an energy 

system based primarily on renewables would imply major changes to existing systems and require 

significant investments in power grids, complementary infrastructure and energy flexibility.  

 

 

Figure 25: Global trend in renewable energy investments, 2005-201812 

 

According to the IRENA’s REmap, significant increases of investment in renewables are expected. 

Cumulative investments in the energy system to 2050, including infrastructure and efficiency, will total 

up to almost USD 95 trillion in the reference case. Additionally, a pathway towards meeting the aims 

of the Paris Agreement will require a shift in investments away from fossil fuels towards renewable 

energy, electrification technologies and energy efficiency that would require an additional capital of 

USD 15 trillion over the same period. Consequently, considering the REmap case, the total amount of 

investment would increase to USD 110 trillion until 2050. (IRENA REmap, 2019) 

 
12 Graph generated at https://www.irena.org/Statistics/View-Data-by-Topic/Finance-and-Investment/Investment-Trends  

https://www.irena.org/Statistics/View-Data-by-Topic/Finance-and-Investment/Investment-Trends
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Figure 26: Projected investment in green energy solutions, 2016-2050 (IRENA REmap, 2019, p. 31) 

 

This learning unit describes the common types of funding that entrepreneurs can address when 

planning the financing of a new business venture. Furthermore, the individual merits and limitations 

of these options with regards to the green energy economy are described. 

 

5.3 Seed capital through personal investment 

During the very early stage of startup development the investment required to develop the vision, 

mission and strategy, is referred to as the ‘seed capital’. A common method of providing such seed 

capital for new businesses is for entrepreneurs to invest their personal assets, e.g. from income and 

savings, or by selling personal possessions. Furthermore, there are additional options to increase the 

inflow of personal capital that can be invested in a business idea. These options are described within 

the following subsections. 

 

5.3.1 Friends and family 

Friends and family naturally are the first people a person would refer to when looking for support in 

realising a personal dream. While it may be harder to convince investors or banks of the quality of a 

business idea, family and friends are usually less critical due to their emotional relationship to the 

entrepreneur. However, due to this relationship, they may be affected by cognitive bias and will likely 

not look critically enough on potential financial risks associated with the business idea. At the same 

time, this approach mixes personal and business relationships, which requires a clear and thoughtful 

agreement between the lenders and the entrepreneur. In some cases, legal advice should be 

considered to establish clear terms of liability.  

Funds gathered from friends and family can be invested in new business ventures in different forms, 

such as: 
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• Debt – where payback is agreed upon, with a fixed timeline and interest rate. 

• Equity – where the lenders get shares of the company in return on their investment. 

• Hybrid model – e.g. through a royalty, where payback is based on a percentage of the 

company’s income. 

 

5.3.2 Bootstrapping 

Bootstrapping is commonly understood as a collection of techniques used to minimise the amount of 

external debt capital when financing a new business venture. In this regard, bootstrapping shall not be 

confused with ‘self-funding’. Moreover, it emphasises the focus on business-critical activities only in 

order to minimise waste of resources and, consequently, on possibilities to fund a business with 

customer revenues (see also section 3.2 Lean Startup). 

[…] at any given point in time, there are only a few key actions that matter. You 

need to just focus on those and ignore the rest. (Ries, 2011) 

This path is chosen by entrepreneurs mostly because they want to demonstrate a working idea, test 

with limited resources, or to preserve equity. The reality, however, is that outside investor funding is 

not a realistic option for many startups. The goal remains to build a sustainable company comprised of 

committed employees as well as a growing customer community. Examples of bootstrapping methods 

are: 

• Owner financing through personal investment. 

• Sweat equity (compensating co-founders and employees with equity rather than payments). 

• Joint utilisation of resources (e.g. within business incubators). 

• Minimisation of accounts payable. 

• Agreements on delayed payments. 

• Minimisation of inventory. 

On the one hand, the advantages of bootstrapping are that entrepreneurs stay in charge of decision-

making and don’t have to give up the ownership of the company to strangers. On the other hand, 

bootstrapping requires tremendous personal effort and commitment from an entrepreneur and can 

only be applied within a limited scope. Depending on the business model and product to be developed, 

most business ventures will require external funding at a certain point in time.  

 

5.3.3 Startup contests 

Startup contests encourage entrepreneurs with business ideas to set up their own businesses. In such 

competitions, entrepreneurs usually have to build an early prototype of the product or prepare a 

business plan. Of course, the demonstration of the prototype or the pitch of a business plan must be 

comprehensive enough to convince the audience that the idea is worth investing in. Thus, participating 

in startup contests is a practical way for entrepreneurs to practice their pitch for other investors.  

As in every competition, there is a risk of wasted time and effort when being rejected by the jury. 

However, startup contests offer the chance to acquire additional funding for entrepreneurs, which they 
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can then invest into their business venture as personal equity. Additionally, winning a startup contest 

attracts media attention and contributes to public relations and advertising.  

 

5.3.4 Factoring/invoice advances 

With factoring, an entrepreneur will sell invoices or other receivables to a service provider, called 

‘factor’. The factor acts as an intermediary agent that agrees to pay the value of an invoice, minus a 

discount for commission and fees. Most of the invoiced amounts are issued to the company 

immediately and the remaining amounts are paid upon receipt of funds from the invoiced party. There 

are three parties directly involved in a factoring transaction: 

• The factor, who purchases the receivable. 

• The seller of the receivable. 

• The debtor, who must make a payment to the owner of the invoice. 

Despite the additional fees and deductions of an invoice, factoring provides an option for funding as it 

allows companies to close the gap between billed work and payments to suppliers and contractors.  By 

closing this gap, companies can increase their liquidity and accept new projects more quickly. Thus, it 

supports business growth, while ensuring a continuous cash flow.  

Factoring is not considered a loan, as the parties neither issue nor acquire debt as part of the 

transaction. The funds provided to the company in exchange for the receivables are also not subject to 

any restrictions regarding use. Conclusively, the decision whether or not the advantages of increased 

liquidity and faster cash flow outweigh the costs of factoring must be made by an entrepreneur, 

considering the actual situation of the business venture.  

 

5.4 Crowdfunding 

Crowdfunding is an online distributed funding model that allows entrepreneurs to pool small 

investments from several investors instead of seeking out a single investment source. In this context, 

crowdfunding is viewed as a homogenous concept: a general request for money via an open call.  There 

are various types of crowdfunding available, differing in benefits provided to entrepreneurs and 

rewards offered to supporters. 

Jeannette Paschen, researcher and economist, offered a classification scheme for crowdfunding 

options as well as an elucidation of which crowdfunding type is most appropriate for startups in each 

life cycle stage (Paschen, 2016). These types of crowdfunding are explained in the following 

subsections, followed by a comparison of these options.  

 

5.4.1 Donation crowdfunding 

In the donation crowdfunding model, the entrepreneur receives money from a group of donors without 

any tangible return for that contribution. This option is more popular for projects with smaller funding 

goals. In the pure donation model, no rewards at all are offered to contributors. The funds received are 

essentially a grant given for a specific purpose, but without the expectation of a specific return to the 

funder. Today, the idea of donation crowdfunding has been successfully utilised in social marketing. 
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The rewards-based donation model employs an incentive system whereby backers receive non-

monetary rewards that include personal recognition or experiential rewards, such as the opportunity 

to meet the creators, attend special events, or even to participate in the creation of the product. 

When entrepreneurs choose to seek support through donation crowdfunding, the following best 

practices are recommended to attract potential funders (Paschen, 2016): 

1. Choosing a specialized platform and fixed funding pay-out model. 

An entrepreneur needs to communicate the value of the project in non-monetary terms. 

Potential donors must be convinced that the cause they are contributing to is worthy of their 

support. The choice of platform is one of the strongest, signalling a specialisation and 

addressing a particular group of stakeholders that is drawn to the chosen platform. 

Additionally, in the fixed funding (also called ‘all-or-nothing’) payout model, the creator only 

receives funds if the funding goal is met or surpassed during the campaign period. Employing  

this model signals to the donators that the entrepreneur is committed to the venture and its 

values and will only proceed if the required threshold is met. 

2. Being transparent and accountable. 

This includes a detailed breakdown of what the invested funds will be used for. This reduces 

the information asymmetry between entrepreneur and donators by signalling that 

contributions are indeed making a difference in the venture being supported. Particularly 

within the green energy industry an entrepreneur should clearly outline the socio-economic 

contribution of the business venture in order to increase the assurance of the donators. 

3. Publishing information of supporters. 

Another best practice is the publication of supporter details. This practice makes the project 

appear more relatable, which has been shown as a success factor in charitable giving and 

donations. Especially when entrepreneurs have the opportunity of being supported by well-

recognised persons or organisations within the green energy industry, this information – along 

with the socio-economic contribution of the business venture – increase the chance of higher 

donations. The reason lies in the psychological fact that individuals tend to mimic the actions 

of a larger group, which may be caused by social pressure of conformity or by the common 

rationale that it is unlikely such a large group could be wrong. This effect is also known as ‘herd 

behaviour’. 

 

5.4.2 Lending crowdfunding 

Lending crowdfunding, also referred to as peer-to-peer crowdfunding, raises capital with the 

expectation that entrepreneurs will repay lenders within a predefined amount of time. Lending 

crowdfunding is the most common and largest crowdfunding type by funding volume and takes one of 

three forms: 

1. Presales model. 

Within this model lenders obtain the right to receive the product to be developed upon its 

completion. The contribution amount requested from each funder is determined by an 

assessment of the fair market value of the product. The funder’s total contribution amount 

determines the number of product items the founder offers. 
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2. Traditional lending model. 

The traditional lending agreement uses standard terms where loans are repaid with interest 

determined during a pre-campaign phase. This form is comparable to a bank loan with the 

difference that funding is provided by many lenders, each providing smaller amounts, rather 

than a single lender (the bank) providing the entire amount of capital. 

3. Forgivable loan. 

The forgivable loan repays contributions only if and when the project begins to generate 

revenue or profit. With both the traditional and forgivable loan, crowdfunding projects are 

assessed according to their risk levels – either by the crowdfunding platform itself or by a third-

party evaluator. Lenders choose the level of risk they are prepared to accept and support 

projects accordingly. 

When entrepreneurs choose to seek support through lending crowdfunding, the following best 

practices are recommended to attract potential funders (Paschen, 2016): 

1. Offering tangible rewards. 

Inherent to the presale model of lending crowdfunding is rewarding lenders with a tangible 

product that is delivered by the project. Depending on the product’s value proposition and 

targeted user group, this might add extra incentives for early lenders and even trigger a ‘herd 

behaviour’ as mentioned before. Another potential form of reward is monetary interest. For 

example, lenders investing in a new renewable energy project may be offered a predefined 

percentage of revenues from energy sales as a reward. 

2. Detailing the entrepreneur’s qualifications. 

In crowdfunding, lenders do not only invest in a product or an idea, but also in the person who 

is leading the idea from the early stage to success. By demonstrating a proper educational 

background, deep knowledge of the subject matter,  and a successful track record, 

entrepreneurs prove their competency to the lenders and increase the chance of a successful 

funding campaign. 

3. Frequent communications and information updates. 

Due to the high number of lenders in a crowdfunding campaign, it is best practice to frequently 

communicate with these stakeholders in order to keep them updated about the project. This 

practice demonstrates transparency and increases customer lenders’ satisfaction. 

Furthermore, in cases of delays or challenges during project delivery, communication to 

supporters is an essential instrument to limit negative perception and to ensure that the 

support base remains committed to the project. 

 

5.4.3 Equity crowdfunding 

In the equity crowdfunding model, also referred to as investment crowdfunding, the venture raises 

capital from a group of funders in exchange for an ownership stake in the company. That is, investors 

are offered equity or bond-like shares. There are two forms of equity crowdfunding: 

1. Investor-led equity crowdfunding, which typically involves accredited investors, such as 

venture capitalists, angel investors, or sector specialists who negotiate with the founder on 
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funding terms. These projects are then promoted to accredited investors via platforms that 

are often subscription-only. 

2. Entrepreneur-led equity crowdfunding, in which campaigns are publicly accessible to all 

crowd investors and the campaign proponent sets the valuations and determines the terms of 

the offering. 

When entrepreneurs choose to seek support through equity crowdfunding, the following best practices 

are recommended to attract potential funders (Paschen, 2016): 

1. Providing third party verifiable reports. 

Equity crowdfunding is commonly subject to regulatory requirements that mandate different 

levels of financial disclosure for companies of different sizes. The release of financial and other 

information reduces information asymmetry between the company and investors. Verifiable 

and reasonable information on the business venture and its key projects is a contributing 

factor to equity crowdfunding success. 

2. Attracting reputable early investors. 

By publishing data on early, reputable investors, entrepreneurs benefit from the information 

cascading to subsequent potential investors. In addition, this information attracts media and 

contributes to advertisements, which in return can even trigger a ‘herd behaviour’ as 

mentioned before. Some crowdfunding platforms display featured investors on their 

homepage for each campaign, including detailed information on investor profiles. 

3. Targeting funders who can empathise. 

Another best practice it to target a group of investors that can empathise with the 

entrepreneur’s network, geographical proximity, or business values. For the green energy 

industry, it is of particular advantage to target those stakeholders who emphasise with the 

development of sustainable energy supply, environment-friendly solutions or any other socio-

economic contributions. 

 

5.4.4 Summary of crowdfunding options 

For new business ventures, crowdfunding can generate a valuable organisational resource base, 

primarily through the acquisition of funds, but also through non-monetary resources in the form of 

learning, the formation of networks, and marketing. However, not all crowdfunding types are equally 

suited to support the various resource requirements of different life cycle stages, and neither are all 

crowdfunding types a feasible option. When choosing among the different crowdfunding types, 

entrepreneurs need to consider the specific life cycle stage of the business venture along with intended 

crowdfunding benefits like resource provision and constraints in terms of type of reward credibly 

offered. Paschen’s framework for startup crowdfunding offers guidance in decision-making within this 

context, which is illustrated below. 
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Figure 27: Framework for startup crowdfunding (Paschen, 2016, p. 186) 

 

5.5 Investor-based funding 

Investor-based funding includes every form of financing provided by professional third parties who 

intend to provide capital for a new business venture. In return, investors receive assets in the form of 

equity, repayments with interest, or other types of financial benefits. The different kinds of investors 

and their key motivation are described in the following subsections. 

 

5.5.1 Venture capitalists 

Venture capital is a form of corporate financing in which the investor participates in the business 

venture in exchange for strategic advice and capital. Thus, venture capitalists are companies dedicated 

to investing in promising, young companies with a high potential for growth and profits. Their primary 

objective is financially motivated, aiming at supporting the growth of a business venture and selling  

their ownership interest at a later stage, e.g. through an initial public offering (IPO) with a significant 

profit rate. Thus, venture capitalists are particularly looking for companies with a high growth potential, 

top-performing management teams and low leverage capacity.  

The venture capital industry has four main actors: 

• Entrepreneurs, who aim at funding for their business venture. 

• Investors, who aim at potentially high returns on their investment. 

• Investment bankers, who aim at (established) companies willing to sell their business shares. 
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• Venture capitalists, who aim at earning profit by creating a market for the other three actors . 

The following picture illustrates the general structure of the venture capital industry: 

 

 

Figure 28: General structure of the venture capital industry (Harvard Business Review, 1998) 

 

Due to the financial risks involved, venture capitalists require shares of the financed company. The 

percentages of ownership to capital can be negotiated and are usually based on a company's valuation.  

As mentioned above, these companies are mainly driven by financial objective. Thus, among other 

requirements, they usually request entrepreneurs to provide a thorough analysis of critical 

determinants that influence the profitability of a business venture, such as:  

• Calculation of the initial investment in starting the business venture. 

• Determination of projected growth, sales, as well as their profitability level. 

• Projection of liabilities, including credit, inventory and payment policies, which determine the 

cash requirements of daily business. 

• Estimation of recurring costs of business operations. 

Funding a company through venture capital bears advantages as it gives entrepreneurs the opportunity 

to raise larger amounts of capital compared to other alternatives, like crowdfunding and angel 

investments. Furthermore, some venture capitalists provide entrepreneurs with additional resources, 

like hands-on assistance from the firm's network of advisors and accelerators. 

However, there are a few disadvantages to venture capitalists as a funding option. Due to their financial 

priorities, these companies often look to recover their investment within a three- to five-year time 

window. Additionally, they usually do not emphasise non-monetary business values and socio-

economic benefits. Thus, for long-term business plans and sustainable product development – i.e. that 

are contributing to the green energy industry – it might not be possible to gather enough interest from 

venture capitalists in order to provide funding.  

Conclusively, venture capital is a considerable alternative of funding for business ventures that have 

already established a solid foundation for their business model, are promising growth and profitability 

within a short- to medium-term time frame and are looking for external funding in order to support 

their phase of scaling up and growing the business. 
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5.5.2 Angel investors 

The term ‘angel investors’ or ‘business angels’ refers to professional, wealthy individuals who invest 

their capital at the early stages of a company’s life cycle. Often, these angel investors are successful 

entrepreneurs themselves who enjoy mentoring and supporting the entrepreneurial community. Angel 

investors serve as key advisors to young companies as they make strategic decisions. Though they 

usually act as individual investors, there are networks and associations available for entrepreneurs to 

contact potential angels and have their business proposals screened and discussed within the 

community before investment decisions are made. 

In contrast to venture capitalists, angel investors are more likely to expect less growth in an early-stage 

startup and therefore accept higher financial risks. In return, they usually invest less capital than 

venture capitalists and expect higher shares of the financed startup, with up to 30% of equity. In 

addition to funding, angel investors provide mentorship and advice to young companies and their 

entrepreneurs. Thus, the relationship with this type of investor requires a more personal approach. 

Consequently, both sides need to consider potential conflicts in leadership, business strategies and 

decision-making, before agreeing on an angel investment.  

 

Example from the green energy economy: energy startup backed by Bill Gates  

Heliogen, a clean energy company, recently developed a Concentrated Solar Power (CSP) technique 

that utilises artificial intelligence and is capable of generating extreme heat above 1,000 degrees 

Celsius. Through this achievement the company claims a breakthrough in the process of producing 

cement, steel, glass and other industrial products – a segment where renewable energies were not yet 

applied. Until Heliogen announced their breakthrough, the company was funded by multi-billionaire 

business angels, i.e. Bill Gates and Patrick Soon-Shiong.13 

 

5.5.3 Incubators and accelerators 

Incubators and accelerators are organisations that offer specialised programmes that support startups 

during their initial phase of developing ideas, vision and mission. These can be described as 

organisations designed to accelerate initiation and growth of new business ventures by offering a range 

of professional services and resources. These include, but are not limited to, capital, coaching, physical 

space, financial or technical services and networking connections. Their main goal is to groom the 

startup to become valuable in the eyes of investors. However, key differences exist between 

accelerators and incubators. When examining the selection and investment process, the differentiation 

between the two becomes apparent. 

Incubators – named after the medical devices that help newborn babies to grow strong enough for the 

outside world – nurture new business ventures by providing shelter, tools, training and networks. Their 

main objective is to support startups in building a sustainable business. Smaller business ventures can 

spend an early period of time within a business incubator (ca. 1-2 years) where they share office 

 
13 Further reading at: https://heliogen.com/#backers, accessed on 30-Jan2020 

https://heliogen.com/#backers
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infrastructure, physical space, secretarial offices and production equipment at below-market rates. In 

this way, incubators support a form of bootstrapping (as mentioned before) that helps entrepreneurs 

during their initial ramp-up phase. Another advantage is that business incubators usually take little to 

no equity in the companies they sponsor because they are funded by outside institutions like 

universities and governments. In order to receive support, entrepreneurs submit a business plan that 

is screened and assessed by a steering committee.  

Accelerators provide an intensive development programme during the span of a few months, with the 

goal of preparing startup companies to receive venture capital funding. In exchange for their services, 

accelerators usually require the opportunity to purchase an equity stake in the companies that 

participate. The accelerator experience is a process of intense and rapid learning, which requires strong 

commitment and devotion from an entrepreneur. While an incubator nurtures a business to walk, an 

accelerator helps startups to run or at least take a giant leap.  

When deciding which programme is right for their startup, entrepreneurs should look for the right fit. 

Most startups could benefit from being in an incubator, but fewer are a fit for an accelerator. The 

following table differentiates the basic attributes of both kinds of institution. 

 

ATTRIBUTE INCUBATOR ACCELERATOR 

PURPOSE Supporting startups at the very early 

stages; startups possess an idea to 

bring to the marketplace but no 

business model and strategy yet. 

Advancing the growth of existing 

companies with an idea and business 

model in place, building upon existing 

foundations of a startup. 

DURATION End of support not formally defined; 

however, mentorship is usually 

provided for up to 18 months. 

Fixed time frame, usually 3-4 months; 

at the end of the programme, startups 

receive the opportunity to pitch their 

businesses to investors. 

APPLICATION 

PROCESS 

Not focused on fast growth, but on 

ability to create jobs, develop a 

sustainable business, licensing 

intellectual property, etc.; even a slow 

growing or less scalable business can 

apply for support by incubator. 

More traditional and formal model, 

participants must apply and compete 

for selection; only the top applicants 

are selected, including those that are 

scalable, investable and have the 

ability to grow rapidly within months. 

INVESTMENT 

CAPITAL 

Traditionally not provided; usually no 

equity shares are required from the 

company receiving support. 

Investment capital provided in 

exchange for a predetermined 

percentage of equity. 

Table 8: Differentiation between incubator and accelerator 

 

5.5.4 Private equity firms 

Private equity firms specialise in purchasing, managing and eventually selling privately held companies. 

Late-stage startups often sell their businesses to private equity firms in the course of their business exit 
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strategy. Thus, selling a company to a private equity firm is a considerable alternative to an initial public 

offering (see section 6.4 Business exit strategies for details). 

In addition to buying entire companies, private equity firms also acquire smaller equity stakes in late-

stage companies through an investing strategy known as growth equity.  Private equity funding can be 

obtained through either agreeing on a direct investment into the privately held company, or by 

agreeing on investment from a private equity manager’s fund, which manages capital from various 

investors (like a venture capitalist). In contrast to venture capitalists, who invest relatively early in the 

financing timeline, private equity investors focus on more established companies that need additional 

capital to further expand their operations.  

 

5.5.5 Strategic investors and partnerships 

Similar to angel investors, large corporations can choose to invest in other businesses. However, 

compared to business angels, they can often invest more capital due to the higher worth of companies 

compared to individuals. There are two forms of corporate investments: strategic partner financing and 

strategic investors. 

With strategic partner financing, another actor in the similar industry funds the growth of a business 

venture in exchange for special access to the product, staff, distribution rights, ultimate sale or some 

combination of those items. As with venture capital, strategic partner financing is an equity sale (not a 

loan). However, in some cases it can be royalty-based, where the partner receives a percentage of the 

product sales. The advantage of this form of funding is that the partner usually comes from a similar 

industry or an industry with an interest in your business. Additionally, as partners are usually larger 

corporations, they already have an established network of relevant customers as well as sales and 

marketing forces, which can accelerate business growth.  

Strategic investors, also referred to as ‘corporate venture firms’, are established companies whose 

primary business is not investing. These investors are usually large corporations aiming at expanding 

or protecting their core business by investing in smaller companies, often ones with disruptive or 

complementary products or technology. However, in some cases large corporations acquire innovative 

young companies for the purpose of acquiring innovative technology and knowledge, or even just for 

the purpose of taking an ascending product off the market in order to protect their established 

business. Especially within the green energy industry, innovative business models are necessary to 

enable the transition towards sustainable energy systems worldwide. This transformation will require 

disruption of existing systems and business models to a certain extent (see section 1.4 

Entrepreneurship within the global energy transition for details). For this reason, entrepreneurs 

involved in the green energy industry should pay close attention to whether or not a potential strategic 

investor shares and supports the same socio-economic values. 

 

Example from the green energy economy: acquisition of sonnen by Shell 

In March 2019 The major oil corporation Shell acquired sonnen, a company offering residential energy 

storage systems and energy services. This acquisition marks further growth of its New Energies division.  
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According to Shell, the aim is to make electricity a significant part of its business across the entire value 

chain, from generation, to buying and selling it, and supplying it directly to customers.14 

 

5.6 Commercial bank loans 

Commercial bank loans are the most commonly used source of funding for small and medium-sized 

businesses. They are provided to organisations in forms of cash credits, overdrafts, term loans, 

purchase/discounting of bills, or issue of letter of credit. Banks help enterprises by providing loans to 

produce goods, contributing towards industrial growth and generating employment opportunities. As 

banks offer different advantages in terms of repayment, merchant banking and corporate advisory  

services, it is recommended that entrepreneurs evaluate different banks and offers in order to find the 

one that meets the specific needs of the business venture.  

Banks are a flexible source of finance as the amount to be received is decided by the borrowing party 

and can be increased and decreased according to business needs. Loans can usually be repaid in 

advance when funds are not required. Furthermore, a high degree of confidentiality is provided by the 

banks when handling the lender’s personal and financial details. Before a bank loan is granted, 

professional advisory services help lenders to understand and choose the appropriate amount of 

money and terms of conditions. 

In general, bankers are looking for companies with a sound track record and excellent creditability. For 

business ventures, they require a solid business plan among other documents and forms of financial 

security. Startup loans will also typically require a personal guarantee from the entrepreneurs. Usually, 

banks perform a detailed investigation of the company’s background and affairs, financial structure and 

other aspects. Depending on the amount of money and the financial risks involved, this procedure 

might become time and effort intensive. 

 

5.7 Public financial institutions 

Around the world, many governmental and multilateral public institutions provide financial 

instruments to support the development of renewable energies. Strengthened by policies and 

regulations, financial incentives are designed to support companies in adopting green energy solutions, 

including feed-in tariffs, power purchase agreements, certificates, tax deductions, etc. Additionally, for 

entrepreneurs looking for funding sources of their green energy business, public institutions offer 

various financing instruments as funding options for green energy entrepreneurs.  

In the past, public finance of renewable energy projects has played a minor role compared to private 

financing sources. In their status report on the global landscape of renewable energy finance, IRENA 

found that private sources provided the bulk of renewable energy investments globally, accounting for 

more than 90% in 2016. However, public finance can play a key enabling role in covering early-stage 

project risks and getting new markets to maturity (IRENA, 2018). 

 
14 Further reading: https://www.shell.com/energy-and-innovation/new-energies/new-energies-media-releases/shell-

completes-acquisition-of-sonnen.html, accessed on 20-Jan 2020. 

https://www.shell.com/energy-and-innovation/new-energies/new-energies-media-releases/shell-completes-acquisition-of-sonnen.html
https://www.shell.com/energy-and-innovation/new-energies/new-energies-media-releases/shell-completes-acquisition-of-sonnen.html
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The most common financing instruments provided by public sector institutions are described in the 

following subsections, based on the definitions provided in the Investopedia’s financial terms 

dictionary (Investopedia, 2020). 

 

5.7.1 Government grant 

A government grant is a financial award given by the government authority for a beneficial project with 

a desired objective. It does not include technical assistance or other financial assistance, such as a loan 

or loan guarantee, an interest rate subsidy, direct appropriation, or revenue sharing. The grantee is not 

expected to repay the money. Government grants help fund ideas and projects providing public 

services and stimulating the economy. For example, an energy efficiency programme may be designed 

to strengthen the implementation of energy efficiency measures in the construction and civil 

engineering sector. Grants also support critical recovery initiatives, agricultural projects and innovative 

research in all sorts of fields. 

Government grants have to be applied for, usually involving a highly competitive process. The 

requirements towards the provided documentation are complex, and applicants must describe how 

the awarded funds will benefit the local community or the public at large. Crafting a convincing 

proposal is so challenging that applicants often hire professional help. Some freelance writers specialise 

in writing grant proposals. 

 

5.7.2 Government loan 

Government loans provide capital for entrepreneurs who might not qualify for a commercial bank loan 

or other financially driven investments. They are usually offered at discounted interest rates compared 

to those offered by private lenders. Other benefits of government loans may include fixed and 

subsidised interest rates, no credit history checks, allowing deferred payment, flexible income-based 

repayment plans, no prepayment penalties and partial loan forgiveness if the borrower chooses public 

service. 

Government loans provide benefits to both borrowers and the government as a lender. They make 

capital available to borrowers who need it, and the government's initial capital is returned with interest. 

They may or may not be funded by the government, but all government loans are secured, or 

guaranteed, by the government. When the government funds a loan, it provides the loan capital, 

originating from taxpayers. Because government loans often have more attractive terms than market-

rate loans, demand for them can be high and selection criteria can be tough. The application process 

can also be time-consuming. 

By providing this kind of loan, public institutions aim at supporting long-term benefits at the social and 

economic levels to: 

• Improve the overall national economy and quality of life of its citizens. 

• Encourage innovation and entrepreneurship. 

• Provide protection against and relief from disasters. 

• Improve on the country’s human capital. 
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5.7.3 Concessional loan/soft loan 

A soft loan, also referred to as ‘concessional loan’, is a loan with no interest or a below-market rate of 

interest. These loans have lenient terms, such as extended grace periods in which only interest or 

service charges are due, and interest holidays. They typically offer longer amortization schedules than 

conventional bank loans. Soft loans are often made by multinational development banks, affiliates of 

the World Bank, or federal governments to developing countries that would be unable to borrow at 

the market rate. 

Soft loans are often offered not only as a way to support developing nations but also to form economic 

and political ties with them. This often happens if the borrowing nation has a resource or material that 

is of interest to the lender, which may want not only repayment of the loan but favourable access to 

that resource. With regards to the green energy industry, obligations tied to the commission of a soft  

loan may also include the deduction of CO2 emissions or development of renewable energy projects in 

that country. 

 

5.7.4 Line of credit (LOC) 

A LOC is an arrangement between a financial institution and a customer that establishes the maximum 

loan amount the customer can borrow. The borrower can access funds from the line of credit at any 

time as long as they do not exceed the maximum amount (or credit limit) set in the agreement and 

meet any other requirements such as making timely minimum payments. 

All LOCs consist of a set amount of money that can be borrowed as needed, paid back, and borrowed 

again. The amount of interest, size of payments and other rules are set by the lender. A line of credit 

has built-in flexibility, which is its main advantage. Borrowers can request a certain amount, but they 

do not have to use the entire credited amount. Rather, they can tailor their spending on the LOC to 

their needs and owe interest only on the amount they draw. 

While this instrument offers considerable advantages, entrepreneurs need to be aware of limitations. 

For example, LOCs do not provide the same regulatory protection as credit cards. Penalties for late 

payments and going over the LOC limit can be severe. Furthermore, an open line of credit can invite 

overspending, leading to an inability to make payments. Consequently, misuse or miscalculation when 

using LOCs can damage an entrepreneur’s image and financial credibility.  

There are different forms LOCs, each with individual characteristics. Common examples of LOCs are: 

• Personal Line of Credit 

This provides access to unsecured funds that can be borrowed, repaid, and borrowed again. 

Opening a personal line of credit requires a credit history of no defaults and reliable income. 

This form is commonly used for single events, such as weddings, emergencies, overdraft 

protection, travel and entertainment. 

• Home Equity Line of Credit (HELOC) 

A HELOC is secured by the market value of the lender’s home minus the amount owed, which 

becomes the basis for determining the size of the line of credit. Due to regulations, interest 
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paid on a HELOC is only deductible if the funds are used to buy, build or substantially improve 

the property that serves as collateral for the HELOC. 

• Demand Line of Credit 

With a demand LOC, the lender can call the amount borrowed due at any time. Payback (until 

the loan is called) can be interest only or interest plus principal, depending on the terms of the 

LOC. The borrower can spend up to the credit limit at any time. 

• Securities-Backed Line of Credit (SBLOC) 

This is a special secured-demand LOC, in which collateral is provided by the borrower’s 

securities. SBLOCs are non-purpose loans, meaning the borrower may not use the money to 

buy or trade securities. Almost any other type of expenditure is allowed. 

• Business Line of Credit 

Businesses use these to borrow on an as-needed basis instead of taking out a fixed loan. The 

financial institution extending the LOC evaluates the market value, profitability and risk taken 

on by the business and extends a line of credit based on that evaluation. As with almost all 

LOCs, the interest rate is variable. 

 

5.7.5 Government bond 

A government bond is a debt security issued by a government to support government spending. 

Government bonds can pay periodic interest payments called coupon payments. They are considered 

low-risk investments since they are backed by the issuing government. Governments issue this kind of 

bond to raise money in order to finance projects or day-to-day operations. 

Fixed-rate government bonds can have interest rate risk, which occurs when interest rates rise and 

investors hold lower paying fixed-rate bonds as compared to the market. Also, only select bonds keep 

up with inflation, which is a measure of price increases throughout the economy.  An advantage of 

government bonds is that these debt securities tend to return a steady stream of interest income. 

However, this return is usually lower than other products on the market due to the reduced level of 

risk involved in their investments. 

 

5.7.6 Summary of public financing instruments 

Financing through public institutions offers a significant potential in funding renewable energy 

ventures, as it provides capital where the private sector may initially be reluctant to extend finance due 

to political risk or other factors. IRENA’s report laid out the preferred instruments of public institutions 

when financing renewable energy projects between 2013 and 2016. 
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Figure 29: Preferred instruments of public financing institutions, 2013-2016 (IRENA, 2018, p. 37) 

 

The report found that public financial institutions generally issue non-concessional loans as their 

preferred form of capital, averaging almost 85% of total financial instruments by value between 2013 

and 2016. One of the main reasons is probably that the supported projects were commercially viable 

at the project level but suffered from political or country risk, which discourages purely private capital.  

The report also found that capital deployed as risk mitigation instruments in Africa and Asia increased 

over time. These measures likely have played – and will play – an important role in establishing 

renewable energy investment in countries that have a limited track record of renewable energy 

projects. (IRENA, 2018, p. 37) 

 

5.8 Summary of business funding options 

Entrepreneurial ventures create jobs and sustain economic growth. Understanding the financing 

options in different stages of a venture’s life cycle is essential for securing sustainable growth. 

Entrepreneurs should financially discriminate between investor types; do not just take the first offer, 

but rather the most appropriate according to the business plan. Selecting the appropriate sources of 

funding for a new business venture is an essential task for every entrepreneur that requires careful 

consideration of the available options and the individual needs of the company.  

Choosing an inappropriate type of funding can lead to unfavourable outcomes such as feuds between 

the lender and business owner, shift of control, waste of resources and other negative consequences.  

In most cases, a combination of funding options is adequate. For every stage of the startup life cycle, 

different forms of funding are appropriate. The following picture summarises the funding options 

described above and maps them to each phase of startup development defined in section 1.3. 
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Figure 30: Common sources of funding within the startup life cycle 

 

6 Building and evolving a company 

6.1 Learning objectives of this unit 

Learning objectives: Upon completion of this learning unit, you should be able to 

• Understand best practices and pitfalls in founding and staffing a new company. 

• Apply agile principles in order to lead and structure a fast-growing organisation. 

• Build and structure a framework for public communication. 

• Plan and prepare for a possible business exit in future. 

 

6.2 Co-founding and recruiting 

When a new business venture is launched, entrepreneurs have to balance two contrary objectives. On 

the one hand, activities and persons must be concentrated to an amount that is essentially needed to 

implement the business model in time, without producing waste or oversizing the number of 

employees. On the other hand, a startup must be built and structured in a way that supports rapid 

growth in personnel and resources in order to allow scalability. The following sections describe how 
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entrepreneurs can set up a new business venture as a team of founders, and how to address the 

challenges of recruiting new employees for a fast-growing company. 

 

6.2.1 Building a team of founders 

Founding a company as a team provides several benefits compared to the single-founder approach. 

First, the obvious advantage is that workload can be split among the co-founders and it allows a more 

collaborative approach in which everyone can contribute through their specific experience and 

knowledge. However, a team of founders requires clear rules and a segregation of duties. 

It is best practice to assign the leadership role to one person of the founding team in order to support  

the decision-making process. Furthermore, there is the question of shares and funding. Equity should 

not be distributed evenly among all co-founders, but in relation to their individual contribution to the 

company. As such, the personal investments provided by each co-founder may vary in accordance with 

their degree of responsibility and equity. 

 

6.2.2 Establishing an organisational structure 

Within a founding team, the company’s functions should be segregated to different team members 

according to their specific strengths and skills. Later on, when a company reaches a level of 

approximately 20 or more employees, an organisational structure is required. In this regard, a startup 

can be structured either in a functional or a product-based way. 

A functional structure is recommended when a company focuses on one or two products only and all 

services and offerings are structured around it. 

 

 

Figure 31: Schematic of functional structure 

 

A product-based structure is recommended when a company’s business model is based on a portfolio 

of products that can be delivered separately to the customers. In this case, a product-based structure 

supports cross-functional and self-organised teams. 
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Figure 32: Schematic of product-based structure 

 

By introducing organisational structure early, entrepreneurs set the framework for small groups of 

talented people working together on shared problems. Consequently, in an adequately structured 

company, teams are able to accomplish more than the sum of their parts.  

 

6.2.3 Recruiting strategies for startups 

When a business model is validated and the product-market-fit is established, a business venture 

should be scaled up to increase market shares and benefit from economies of scale. Scalability of a 

company is therefore the prerequisite for business growth, which in turn ensures growth in revenues 

and the ability to repay investments. 

When recruiting employees for a startup venture, there are significant differences compared with 

traditional hiring processes of large enterprises. At first, entrepreneurs have to be aware that the 

working environment of a startup involves shortcomings, such as: 

• Longer working hours, compared with established companies. 

• Usually less payment for the same career level, due to limited funding. 

• Very high business risk, especially within the early stages. 

• Lack of organisational structure, especially within the early and growth stages . 

• Unproven management team. 

Consequently, entrepreneurs should consider an applicant’s personal motivation and goals. People 

who look for financial security or have other personal obligations will most likely not fit into a startup’s 

culture. Rather, passion, attitude and enthusiasm of applicants are the key success factor in hiring 

employees for a fast-growing business venture. Therefore, the recruiting strategy must be based on the 
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corporate vision, mission and values. Entrepreneurs should prioritise a cultural fit and personal 

motivation above an applicant’s resumé and professional experience. Further assurance can be 

achieved by having applicants participate in a workday to evaluate their team collaboration and way of 

working, before the decision on hiring is made.  

The process of ‘recruiting’ should also be applied to the selection of investors. While most 

entrepreneurs apply for a funding programme, choosing the ‘right’ partner or investor requires careful 

consideration. Most often, investors require the right to refer, interview, or even approve members of 

the executive management team. Moreover, some venture capitalists even replace the Chief Executive 

Officer (CEO) by a person of their choice shortly after the funding is granted. Thus, the relationship 

between founders, partners and investors should also be based on trust and shared values.  

 

6.3 The agile organisation 

During the early stages of its life cycle, a new business venture is subject to high volatility and constant 

changes. On the one hand, there is a high degree of uncertainty regarding the perceived values and 

market requirements. On the other hand, the development of new products or services may imply new 

technology that needs to be adopted and matured. Often, the combination of both factors causes a 

complex environment for entrepreneurs, in which the structure and management of an organisation is 

a challenging task. To overcome these hurdles, the concept of business agility is applied. The following 

subsections describe how agile frameworks help entrepreneurs in applying appropriate leadership, 

structure and methodology to fast-growing organisations. 

 

6.3.1 Organising complex environments 

In a modern, globalised and interconnected world the terms ‘complicated’, ‘complex’ or even ‘chaotic’ 

are often used to express a state of uncertainty. However, a more systematic approach to define these 

terms is required in order to understand their implications for business administration. The Stacey 

matrix, developed by and named after the British Professor Ralph Douglas Stacey in 1996, provides a 

framework to apply the paradigms of certainty and uncertainty to organisations as complex adaptive 

systems. Within the Stacey matrix, the terms ‘simple’, ‘complicated’, ‘complex’ and ‘chaotic’ can be 

placed on a two-dimensional area. The two dimensions are: 

• The requirements, which range from certain (in terms of known and unambiguous) to highly 

uncertain (in terms of unknown and ambiguous). 

• The solution approach, which refers to either the technology used or the concept in which a 

value can be delivered. Again, the range is from certain (in terms of known and established) to 

highly uncertain (in terms of new and unproven). 
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Figure 33: Schematic representation of the Stacey matrix 

 

According to the level of certainty/uncertainty, an organisation is subject to either a simple, 

complicated, complex or chaotic system. 

CATEGORY DESCRIPTION 

MANAGEMENT 

APPROACH 

SIMPLE The system’s elements are in order. There is a direct and 

obvious relationship between cause and effect.  

Observe, categorise, 

react 

COMPLICATED The system’s elements are in order. Cause and effect 

relations are manifold and require specific 

knowledge/expertise. 

Observe, analyse, 

react 

COMPLEX The system’s elements are unordered and influence 

each other. Cause and effect relations are multi-

dimensional and non-predictable. 

Experiment, observe, 

react 

CHAOTIC The system’s elements are unordered and constantly 

fluctuating. There is no cause and effect relationship.  

Act, observe, react 

Table 9: Attributes of simple, complicated, complex and chaotic systems 

 

Agile frameworks are designed to specifically address the challenges caused by complex and chaotic 

environments by providing a foundation for creativity and problem-solving within an organisation. 

Therefore, they are a best practice approach to prepare an organisation for scalability and growth. 
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6.3.2 Agile leadership, strategy and governance 

Traditional organisations are often structured through hierarchies and segregation of duties in 

response to simple problems. Complex problems require a different way of organising. In an agile 

organisation, its structure and culture need to be aligned to the goals of collaboration, commitment 

and the ability to rapidly respond to changes. 

 

6.3.2.1 Evidence-Based Management 

Evidence-Based Management (EBM) is a framework that organisations can use to measure, manage 

and increase the value they derive from the delivery of their offerings. It is developed and sustained by 

Ken Schwaber and Scrum.org (Scrum.org, 2019). EBM encourages rational, data-driven decisions while 

applying empirical process theory to leadership. For this purpose, EBM introduces four Key Value Areas 

(KVAs) that contribute to an organisation’s ability to deliver business value. These KVAs are: 

• Current value, to measure the value delivered to customers or users today. 

• Unrealised value, to measure the value that could be realised by meeting all potential needs 

of the customer or user. 

• Ability to innovate, to measure the ability to deliver a new capability that might better serve 

a customer or user need. 

• Time to market, to measure the ability to quickly deliver a new capability, service or product.  

The key to understanding the results and measures is in the ability to inspect and adapt. Examining the 

four KVAs in EBM embraces the ability to make informed and evidence-based decisions for 

organisational learning and continuous improvement. Creating a culture of continuous improvement 

puts organisations on the path to competitive advantage.  

 

6.3.2.2 Agile strategy and governance 

A company’s product and services must be embedded within the context of a business strategy. That 

strategy describes how the product vision will be executed in a broader context. The instruments to 

develop a business model, as described in learning unit 2, will help in systematically creating and 

validating a product vision. The process of aligning Product Vision with Product Value is iterative and 

incremental. It requires input and collaboration from a variety of stakeholders as well as appropriate 

levels of transparency based on the needs of those stakeholders. 

In an agile organisation, the implementation of a business strategy is built around the three strategic 

questions of Why?, What?, and How?. At the core of every business strategy, the most important aspect 

is to define the overall objective of the strategy in terms of the value proposition. The second important 

aspect is to outline the strategic goals associated with this strategy. Finally, the third important aspect 

is the way an organisation intends to achieve these strategic goals.  

 



 

Dokument: 2020-02-24 Entrepreneurship Green Energy Storyboard_fin  Page 85 of 100 
24/08/2020 

 

Figure 34: Three layers of business strategy implementation 

 

Based on a well-defined business strategy, the implementation follows an iterative-incremental 

approach. Objectives and Key Results (OKR) provide an adequate framework to successively transform 

a business strategy into smaller, achievable objectives and measurable outcomes, defined as key 

results. The development of OKRs is generally attributed to Andy Grove, who introduced the approach 

in his book ‘High Output Management’ in 1983. 

OKR utilise objectives that are aligned to the overarching business strategy and represent clear, 

qualitative goals to be achieved within a short time frame. Objectives should be formulated in a 

positive, future-oriented manner. For each objective, the key results define specific, measurable 

outcomes of activities that support the related objective. In contrast to objectives, the key results must 

be measurable in numbers or percentage. Therefore, it is important to understand that key results do 

not describe the measure to support an objective, but the actual outcome of such measures.  

 

 

Figure 35: OKR as a link element for strategic governance 
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The evaluation and refinement of OKR is performed on a regular basis, typically every quarter. This 

allows a company to continuously assess and adjust their business strategy implementation. As a rule 

of thumb, three to five objectives should be defined per quarter, whereas three to five key results 

should be defined per objective. Defined OKR and their level of achievement should be made 

transparent within the organisation, with the intention of providing teams with visibility of goals. OKR 

can also be cascaded from a corporate level down to the operational team level in order to emphasise 

the implementation of strategic activities throughout the entire organisation. 

 

6.3.3 Scrum 

Scrum is a process framework that has been used to manage work on complex products since the early 

1990s. It was initially created, further developed, and is still maintained by Ken Schwaber and Jeff 

Sutherland. It was one of the earliest frameworks to support the manifesto for agile software 

development and the twelve agile principles laid out with it15. Scrum can best be defined as given 

within the official Scrum guide: 

Scrum is not a process, technique, or definitive method. Rather, it is a framework 

within which you can employ various processes and techniques. Scrum makes 

clear the relative efficacy of your product management and work techniques so 

that you can continuously improve the product, the team, and the working 

environment. (Schwaber & Sutherland, 2017) 

Scrum was initially created for agile software development. However, the framework has evolved over 

time and its purpose broadened. Today Scrum has been and still is applied in a variety of fields, such as 

software development, hardware development, schools, government, marketing and much more. 

Scrum emphasises (among other attributes) a strongly collaborative approach to teamwork, and has 

therefore proven to be especially effective in iterative and incremental knowledge transfer.  

Consequently, where the terms ‘develop’ and ‘development’ are used in the Scrum framework, they 

refer to complex work of any kind. 

 

6.3.3.1 Scrum theory 

Scrum employs an iterative, incremental approach to optimize predictability and control risk. It  is based 

on empirical process control theory, also called ‘empiricism’. Empiricism asserts that knowledge comes 

from experience and making decisions based on what is known. The same approach builds the 

foundation of Evidence-Based Management (see 6.3.2.1), which is therefore an adequate leadership 

approach in combination with Scrum. The implementation of empirical process controls is based on 

three elements: transparency, inspection and adaptation. 

 

 
15 Further reading at http://agilemanifesto.org/ and http://agilemanifesto.org/principles.html  

http://agilemanifesto.org/
http://agilemanifesto.org/principles.html
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PROCESS CONTROL DESCRIPTION 

TRANSPARENCY Significant aspects of the process must be visible to those responsible for 

the outcome. Transparency requires those aspects be defined by a common 

standard so observers share a common understanding of what is being seen.  

INSPECTION Users must frequently inspect new artefacts of a product or service in order 

to assess the perceived value and progress of development. Inspections are 

most beneficial when diligently performed by skilled inspectors at the point  

of work. 

ADAPTATION If an inspector determines that one or more aspects of a process deviate 

outside acceptable limits, and that the resulting product will be 

unacceptable, the process or the material being processed must be 

adjusted. An adjustment must be made as soon as possible to minimize 

further deviation. 

Table 10: Empirical process controls 

 

6.3.3.2 Scrum Values 

Values are an integral part of every agile framework. Based on the agile manifesto, values have been 

part of the Scrum framework throughout the years. In July 2016, specific Scrum Values have been 

formulated and added to the official Scrum guide. In order to support and emphasise the empirical 

process controls of transparency, inspection and adaptation, a set of five values was laid out. Scrum 

Team members learn and explore those values as they work with the Scrum roles, events and artefacts. 

Successful use of Scrum depends on people becoming more proficient in living these five values, which 

are defined as follows. 

 

SCRUM VALUE DESCRIPTION 

COURAGE Scrum Team members have courage to do the right thing and work on tough 

problems. 

FOCUS Everyone focuses on the agreed work and the goals of the Scrum Team.  

COMMITMENT People personally commit to achieving the goals of the Scrum Team.  

RESPECT Scrum Team members respect each other to be capable, independent people.  

OPENNESS Scrum Team and its stakeholders agree to be open about all the work and the 

challenges with performing the work. 

Table 11: Scrum Values16 

 

 
16 See also: https://www.scrum.org/resources/scrum-values-poster, accessed on 24-Jan 2020 

https://www.scrum.org/resources/scrum-values-poster
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6.3.3.3 Scrum framework 

Scrum is based on a relatively simple framework. In many cases, the most challenging part lies in the 

adoption of its values and the establishment of empiricism. To express it in the words of its founders: 

Scrum is lightweight, simple to understand, difficult to master (Schwaber & Sutherland, 2017, p. 3). As 

outlined before, Scrum is not a process, technique or definitive method. It emphasises respect for 

people and self-organisation to deal with unpredictability and solving complex problems. The picture 

below, provided at https://www.scrum.org/, represents the Scrum framework. In essence, it consists 

of the roles, events and artefacts that are utilised in Scrum.  

 

 

Figure 36: Scrum framework17 

 

6.3.3.4 Roles of the Scrum Team 

Scrum Teams are self-organising and cross-functional. Self-organising teams choose how best to 

accomplish their work, rather than being directed by others outside the team. Cross-functional teams 

have all competencies needed to accomplish the work without depending on others not part of the 

team. The team model in Scrum is designed to optimise flexibility, creativity and productivity. The 

Scrum team employ the roles of a Product Owner, the Development Team and a Scrum Master. 

The Product Owner is responsible for maximising the value of the product resulting from work of the 

Development Team. How this is done may vary widely across organisations, Scrum teams and 

individuals. The Product Owner is the sole person responsible for managing the Product Backlog (see 

6.3.3.6), which includes: 

• Clearly expressing items for future development. 

• Ordering the items, based on what is important, to best achieve goals and missions. 

• Optimising the value of the work the Development Team performs. 

 
17 Picture provided at: https://www.scrum.org/resources/scrum-framework-poster, accessed on 24-Jan 2020 

https://www.scrum.org/
https://www.scrum.org/resources/scrum-framework-poster
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• Ensuring that the Product Backlog is visible, transparent and clear to all, and shows what the 

team will work on next. 

• Ensuring the Development Team understands items in the Product Backlog to the level 

needed. 

The Development Team consists of professionals who do the work of delivering a potentially releasable 

product increment. This increment is produced within a defined time frame, called Sprint, and 

inspected by the Product Owner within a Sprint Review (see 6.3.3.5). Development Teams must be 

structured and empowered by the organisation to arrange and manage their work by themselves. The 

resulting synergy optimises the Development Team’s overall efficiency and effectiveness. Development 

Teams have the following characteristics: 

• Self-organising – they decide how to turn Product Backlog items into increments of a 

potentially releasable product increments. 

• Cross-functional – incorporating all skills that are required to create a product Increment. 

• No titles for team members – regardless of the work being performed by particular persons. 

• No sub-teams – regardless of domains that need to be addressed throughout the work. 

• Accountable – the entire team holds accountability for the results of the work, even though 

individual team members may have specialized skills and areas of focus. 

The Scrum Master is responsible for promoting and supporting Scrum as defined in the Scrum Guide. 

Scrum Masters do this by helping everyone understand Scrum theory, practices, rules and values. This 

role is also referred to as a servant-leader for the Scrum Team. The Scrum Master serves the 

organisation in several ways, including: 

• Leading and coaching the organisation in its Scrum adoption. 

• Planning Scrum implementations within the organisation. 

• Understanding product planning in an empirical environment. 

• Removing impediments to the Development Team’s progress.  

• Causing change that increases the productivity of the Scrum Team. 

• Facilitating Scrum events as requested or needed. 

(Schwaber & Sutherland, 2017, pp. 6-8) 

 

6.3.3.5 Scrum events 

Prescribed events are used in Scrum to create regularity and to minimize the need for meetings not 

defined in Scrum. All events are time-boxed. Once a Sprint begins, its duration is fixed and cannot be 

shortened or lengthened. The remaining events may end whenever the purpose of the event is 

achieved, ensuring an appropriate amount of time is spent without allowing waste in the process. The 

Scrum Events are described as follows. 
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SCRUM EVENT DESCRIPTION 

SPRINT The Sprint is the central event of Scrum. It is a reoccurring time frame with 

fixed length, a so-called time-box, which can be set between one week and 

one month. A new Sprint starts immediately after the conclusion of the 

previous Sprint. Sprints contain and consist of the Sprint Planning, Daily 

Scrums, the development work, the Sprint Review and the Sprint 

Retrospective. 

SPRINT PLANNING The work to be performed in the Sprint is planned at the Sprint Planning. 

This plan is created by the collaborative work of the entire Scrum Team. The 

Scrum Master ensures that the event takes place and that attendants 

understand its purpose. In essence, Sprint Planning determines the 

functions to be realised in accordance with the ordered Product Backlog 

items. Additionally, the Scrum Team discusses how the work to deliver the 

increment will be achieved. 

DAILY SCRUM The Daily Scrum is a 15-minute time-boxed event for the Development 

Team. The Daily Scrum is held every day of the Sprint. Here the Development 

Team plans work for the next 24 hours. This optimises team collaboration 

and performance by inspecting the work since the last Daily Scrum and 

forecasting upcoming Sprint work. The structure of the meeting is set by the 

Development Team and can be conducted in different ways, as long as it 

focuses on progress toward the Sprint Goal.  

SPRINT REVIEW A Sprint Review is held at the end of the Sprint to inspect the increment and 

adapt the Product Backlog if needed. During the Sprint Review, the Scrum 

Team and stakeholders collaborate about what was achieved through the 

Sprint. Based on that and any changes to the Product Backlog during the 

Sprint, attendees collaborate on the next things that could be done to 

optimise value. The presentation of the Increment is intended to elicit 

feedback and foster collaboration. The result of the Sprint Review is a 

revised Product Backlog that defines the probable Product Backlog items for 

the next Sprint. The Product Backlog may also be adjusted overall to meet 

new opportunities. 

SPRINT 

RETROSPECTIVE 

The Sprint Retrospective is an opportunity for the Scrum Team to inspect 

itself and create a plan for improvements to be enacted during the next 

Sprint. This event occurs after the Sprint Review and prior to the next Sprint 

Planning. The purpose of the Sprint Retrospective is to inspect the 

experiences and collaboration of the past Sprint, to identify major items of 

positive experiences and potential improvements, and to create a plan to 

improve the way of working within the upcoming Sprint.  

Table 12: Scrum events (Schwaber & Sutherland, 2017, pp. 9-14) 
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6.3.3.6 Scrum artefacts 

The Scrum artefacts represent work or value that provide transparency and opportunities for 

inspection and adaptation. Artefacts defined by Scrum are specifically designed to maximize 

transparency of key information so that everybody has the same understanding of the artefact. The 

Scrum artefacts are described as follows. 

 

SCRUM ARTEFACT DESCRIPTION 

PRODUCT BACKLOG The Product Backlog is an ordered list of everything that is known to be 

needed in the product. It is the single source of requirements for any 

changes to be made to the product. A Product Backlog is never complete. 

The earliest development of it lays out the initially known and best-

understood requirements. The Product Backlog evolves as the product and 

the environment in which it will be used evolves. The Product Backlog is 

dynamic; it constantly changes to identify what the product needs to be 

appropriate, competitive and useful. If a product exists, its Product Backlog 

also exists. 

SPRINT BACKLOG The Sprint Backlog is the set of Product Backlog items selected for the Sprint, 

plus a plan for delivering the product Increment and realising the Sprint 

Goal. The Sprint Backlog is a forecast by the Development Team about what 

functionality will be in the next Increment and the work needed to deliver 

that functionality into an Increment that is potentially ready for delivery.  

INCREMENT The Increment is the sum of all the Product Backlog items completed during 

a Sprint and the value of the Increments of all previous Sprints. At the end 

of a Sprint, the new Increment must be completed, which means it must be 

in useable condition and meet the Scrum Team’s definition of ‘Done’. The 

Increment is a step toward a vision or goal. It must be in useable condition 

regardless of whether the Product Owner decides to release it or not.  

Table 13: Scrum artefacts (Schwaber & Sutherland, 2017, pp. 14-17) 

 

6.3.4 Kanban 

The Kanban Method is an instrument to design, manage and improve flow systems for knowledge work. 

Its origins are based on Toyota Production System18, with the aim to improve manufacturing efficiency. 

The name ‘Kanban’ is derived from the use of visual signalling mechanisms to control work in progress 

for intangible work products. The method also allows organisations to start with their existing workflow 

and drive evolutionary change. They can do this by visualising their flow of work, limit work in progress 

and stop starting and start finishing. 

Although created for lean manufacturing purposes, Kanban is used among any knowledge work setting. 

In contrast to Scrum, where the organisation strives to secure a stable set of tasks during a Sprint, this 

 
18 See also https://global.toyota/en/company/vision-and-philosophy/production-system/, accessed on 24-Jan 2020 

https://global.toyota/en/company/vision-and-philosophy/production-system/
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method is particularly applicable in environments where work arrives in an unpredictable fashion (e.g. 

in user support or service management). Furthermore, Kanban can be utilised to establish just-in-time 

workflows and lean processes. 

 

6.3.4.1 Kanban values 

Values are an integral part of every agile framework. Kanban values are defined to support teams in 

continuously improving service delivery. By adopting these values, team are enabled to apply Kanban 

principles and practices. These values are described as follows.  

 

KANBAN VALUE DESCRIPTION 

TRANSPARENCY Sharing information openly using clear and straightforward language 

improves the flow of business value. 

BALANCE Different aspects, viewpoints and capabilities must be balanced in order to 

achieve effectiveness. 

COLLABORATION Improving the communication, knowledge transfer and working practices 

within the team. 

CUSTOMER FOCUS Optimising the flow of value to customers inside or outside the organisation. 

FLOW Continuously optimising the flow of work and the flow of value. 

LEADERSHIP Embracing leadership at all levels in order to realize continuous 

improvement and deliver value. 

UNDERSTANDING Individual and organisational knowledge of the starting point is necessary to 

move forward and improve. 

AGREEMENT Team members are committed to improvement and agree to jointly move 

towards shared goals. 

RESPECT Value, understand and show consideration for other people. 

Table 14: Kanban values 

 

6.3.4.2 Kanban principles 

Kanban is based on two sets of principles – the change management principles and the service delivery 

principles. 

The change management principles address the human factor in organisational change. Most often, 

changes to the organisational culture, values and processes cause anxiety, scepticism and resistance 

among employees. Kanban incorporates three principles to address these challenges: 

• Accept the status quo as a starting point. Understand current processes as they are actually 

practiced and respect existing roles, responsibilities and job titles.  

• Agree to pursue improvement through evolutionary change. 
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• Encourage acts of leadership at every level. 

The service delivery principles acknowledge that organisations are a collection of interdependent 

services, and place the focus solely on the work that directly impacts the delivery of value. These 

principles are: 

• Understand and focus on the needs and expectations of customers. 

• Manage and coordinate the work, allow self-organisation in how the work is done. 

• Evolve policies to improve customer and business outcomes. 

 

6.3.4.3 Kanban practices 

Kanban requires real-time communication of capacity and full transparency of work. Work items are 

represented visually on a Kanban board, allowing team members to see the state of every task at any 

time. A Kanban board reflects the value chain of a team’s work and consists of five components:  

• Visual signals, such as cards or sticky notes, reflecting single work items. 

• Columns, each representing a specific activity that together compose a workflow. 

• Work in progress limits, which represent the maximum number of cards that can be in one 

column at any given time. 

• Commitment point, representing the point in the workflow when a work item is selected by 

the team and work is started. 

• Delivery point, representing the point in the workflow when a work item is completed and its 

workflow ends. 

The following practices are activities essential to adopt the Kanban methodology. 

 

KANBAN PRACTICE DESCRIPTION 

VISUALISE Visualise the work and the process by using a Kanban board. In 

order for the visualisation to be the most effective, the Kanban 

board should incorporate the five components described above. 

LIMIT WORK IN PROGRESS By limiting the amount of work in progress in a system, the flow 

of work can be accelerated by reducing lead times. In addition, 

reducing the amount of parallel work improves quality of results. 

MANAGE FLOW The flow of work in a system should maximise value delivery, 

minimize lead times and be as predictable as possible. A key 

aspect of managing flow is identifying and addressing bottlenecks 

and blockers. 

MAKE POLICIES EXPLICIT Explicit policies help explain a process beyond just the listing of 

different stages in the workflow. Policies should be sparse, 

simple, well-defined, visible, always applied and readily 

changeable by the team. 
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KANBAN PRACTICE DESCRIPTION 

IMPLEMENT FEEDBACK 

LOOPS 

Feedback loops are an essential element in any system looking to 

provide evolutionary change. 

IMPROVE COLLABORATIVELY, 

EVOLVE EXPERIMENTALLY 

Kanban starts with the process as it currently exists and applies 

continuous and incremental improvement instead of trying to 

reach a predefined finished goal. 

Table 15: Kanban practices 

 

6.4 Business exit strategies 

A business exit strategy is an entrepreneur's strategic plan to sell his or her ownership in a company to 

an external company or individual. An exit strategy gives a business owner a way to reduce or liquidate 

his stake in a business and, if the business is successful, make a substantial profit. If the business is not 

successful, an exit strategy enables the entrepreneur to limit losses. An investor, such as a venture 

capitalist, may also use an exit strategy to plan for a cash out of an investment. 

Ideally, an entrepreneur will develop an exit strategy in their initial business plan before actually going 

into business. The choice of exit plan can influence business development decisions. The adequate 

choice of exit strategy depends on many factors, such as how much control or involvement (if any) shall 

retain in the business. A key aspect of an exit strategy is business valuation. Specialists can help 

business owners (and buyers) to examine a company's fair value. There are also transition managers, 

whose role is to assist sellers with their business exit strategies.  

The best type of exit strategy also depends on business type and size. Common types of exit strategies 

include initial public offerings, strategic acquisitions and management buyouts. 

 

6.4.1 Initial public offering 

Through an initial public offering (IPO) a private company offers shares to the public in a new stock 

issuance. This allows the company to raise capital from public investors. Usually, private companies 

have grown their business over time with relatively few shareholders, including early investors like the 

founders, family and friends along with professional investors, such as venture capitalists or angel 

investors (see learning unit 5 for details). 

An IPO can be seen as an exit strategy for the company’s founders and early investors as it provides an 

opportunity to gain full profit from their initial investment. For the company itself, an IPO provides the 

opportunity to raise a large amount of money, which increases the ability to grow and expand. 

Equity values for the public shareholders is determined based on the number of shares a company 

offers to sell as well as the price at which the shares are going to be sold. If a company chooses to 

remain partly private, an IPO increases the overall shares owned by investors.  
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6.4.2 Merger and acquisition 

An acquisition refers to the purchase of a company’s majority or total shares by another company. 

Acquiring more than 50% of a target company’s shares allows the buyer to gain control over that 

company, thus making decisions about the newly acquired assets without the approval of the 

company’s shareholders. Acquisitions, which are very common in business, may occur with the target 

company's approval, or in spite of its disapproval.  

A merger refers to the process of creating a new legal entity, by mutually combining the purchasing 

and target companies. Mergers generally occur between companies that are roughly equal in terms of 

their basic characteristics, such as size, number of customers, or the scale of operations. The objectives 

of both merging companies is that their combined entity would be more valuable to all parties than 

either one could be alone. 

There are different reasons for companies to make a strategic acquisition. Potential advantages include, 

but are not limited to: 

• Economies of scale and cost reduction. 

• Diversification of the portfolio. 

• Increase of market share. 

• Access to a foreign market. 

• To gain new or advanced technology. 

 

6.4.3 Management buyout 

A management buyout (MBO) refers to the acquisition of a company’s shares and assets by its own 

management team. Through this transaction, the executive managers gain the opportunity for greater 

payback and higher level of control over the business. Potential sellers, aiming at an MBO might be 

large enterprises or private business owners. On the one hand, large enterprises may wish to sell a 

particular division that is not part of their core business. On the other hand, private business owners, 

who wish to retire or leave their company for other reasons, may choose to sell their shares and assets 

to the other members of the management team. 

The MBO transaction often involves a significant amount of budget and requires financing, which can 

be achieved by a combination of debt and equity that is derived from the buyers, investors and 

sometimes even the seller. As an exit strategy for entrepreneurs, an MBO offers the opportunity to gain 

full profit from their initial investment, while securing the company’s future by keeping the remaining 

management team in charge. 
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7 Summary 
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driven_product_design_framework/links/5bdbb15b299bf1124fb4238b/Digital-twin-driven-
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7.2 Further reading (recommendations) 

IRENA: Global energy transformation: A roadmap to 2050, 2019 edition, April 2019, available at 

https://www.irena.org/-

/media/Files/IRENA/Agency/Publication/2019/Apr/IRENA_Global_Energy_Transformation_2019.pdf 

- thorough analysis of the global energy transition and long-term focus on decarbonisation, 

technical feasibility and socio-economic benefits 

- compares the current governmental policies and frameworks worldwide (reference case) 

with an alternative pathway, uncovering more potential of renewable energies and energy 

efficiency in order to lower the rise in global temperature to well below 2°C (REmap case) 

 

Banks, Ken: Social Entrepreneurship and Innovation: International Case Studies and Practice , March 

2016. ISBN-13: 978-0749475918. 

- presents the journeys of social innovators and pioneers who used their courage, tenacity and 

creative thinking to find a solution to their problem 

- case studies include setbacks and failures as well as realistic insight into the challenges and 

mindset needed to overcome them 

https://www.irena.org/-/media/Files/IRENA/Agency/Publication/2019/Apr/IRENA_Global_Energy_Transformation_2019.pdf
https://www.irena.org/-/media/Files/IRENA/Agency/Publication/2019/Apr/IRENA_Global_Energy_Transformation_2019.pdf
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- draws out the lessons learned and provides guidance and advice for anyone inspired to take 

action of their own 

 

Ries, Eric: The Lean Startup: How Today's Entrepreneurs Use Continuous Innovation to Create 

Radically Successful Businesses, September 2011. ISBN-13: 978-0307887894. 

- bestseller and reference guide to leverage cost-efficiency and creativity at the same time 

- a scientific approach to creating and steering innovation and product development 

 

Kim, W. Chan & Mauborgne, Renée: Blue Ocean Strategy - How to create uncontested market space 

and make the competition irrelevant, January 2015. ISBN-13: 978-1625274496. 

- bestseller and reference guide to the Blue Ocean strategy 

- describes the instruments and steps required to formulate and execute a Blue Ocean 

strategy, including case studies from different industries 

 

Kim, W. Chan & Mauborgne, Renée: Blue Ocean Shift: Beyond Competing - Proven Steps to Inspire 

Confidence and Seize New Growth, September 2016. ISBN-13: 978-0316314046. 

- follow-up literature to the Blue Ocean strategy, including updated research and case studies  

- reference guide to transforming people and organisations to new uncontested market space 

 

Kim, W. Chan & Mauborgne, Renée: Blue Ocean Strategy & Blue Ocean Shift - Create Blue Oceans of 

New Market Space with Confidence, available at: https://www.blueoceanstrategy.com/ 

- online compendium providing free reference materials on the Blue Ocean strategy 

- offers further information, such as a blog and (chargeable) teaching material 

 

IRENA: Global Landscape of Renewable Energy Finance 2018, January 2018, available at: 

https://www.irena.org/-

/media/Files/IRENA/Agency/Publication/2018/Jan/IRENA_Global_landscape_RE_finance_2018.pdf 

- thorough analysis of the renewable energy finance landscape 

- outlines global key trends between 2013 and 2016, regionally and by technology 

 

IRENA: Global Trend in Renewable Energy Investment, 2005-2018, available at: 

https://www.irena.org/Statistics/View-Data-by-Topic/Finance-and-Investment/Investment-Trends 

- dashboard that provides an overview on global renewable energy investment trends 

- can be filtered by sector, region, countries’ development level and type of investment 

 

https://www.blueoceanstrategy.com/
https://www.irena.org/-/media/Files/IRENA/Agency/Publication/2018/Jan/IRENA_Global_landscape_RE_finance_2018.pdf
https://www.irena.org/-/media/Files/IRENA/Agency/Publication/2018/Jan/IRENA_Global_landscape_RE_finance_2018.pdf
https://www.irena.org/Statistics/View-Data-by-Topic/Finance-and-Investment/Investment-Trends
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Schwaber, Ken & Sutherland, Jeff: The Scrum Guide, November 2017, available at: 

https://www.scrum.org/resources/scrum-guide 

- reference guide to the Scrum framework, including agile values and leadership 

- detailed description of the Scum artefacts, roles and events 

 

Scrum.org: Evidence-Based Management Guide, January 2019, available at: 

https://www.scrum.org/resources/evidence-based-management-guide 

- reference guide to Evidence-Based Management (EBM) and agile leadership 

- detailed description of Key Value Areas (KVAs) and the adoption of EBM 

 

  

https://www.scrum.org/resources/scrum-guide
https://www.scrum.org/resources/evidence-based-management-guide
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8 Glossary of terms 

Term 

(can be left 

blank in the 

case of an 

abbreviation) 

Abbreviation 

(if applicable) 

Definition Source 

 BIPV Building Integrated 

Photovoltaics 

 

 CAD Computer-Aided Design  

 EBM Evidence-Based Management  

 ERRC grid Eliminate-Reduce-Raise-Create 

grid 

(Kim & Mauborgne, 2015) 

 HELOC Home Equity Line of Credit  

 IPO Initial Public Offering   

 IRENA International Renewable 

Energy Agency 

 

 KVA Key Value Area  

 LOC Line of Credit  

 MBO Management Buyout  

 MVP Minimum Viable Product  

 PMS map Pioneer-Migrator-Settler map (Kim & Mauborgne, 2015) 

 PV Photovoltaics  

 REmap IRENA’s reference case for the 

global energy transition 

https://www.irena.org/-

/media/Files/IRENA/Agency/ 

Publication/2019/Apr/IRENA

_Global_Energy_Transformat

ion_2019.pdf  

 SBLOC Securities-Backed Line of 

Credit 

 

 VR Virtual Reality  

 

https://www.irena.org/-/media/Files/IRENA/Agency/Publication/2019/Apr/IRENA_Global_Energy_Transformation_2019.pdf
https://www.irena.org/-/media/Files/IRENA/Agency/Publication/2019/Apr/IRENA_Global_Energy_Transformation_2019.pdf
https://www.irena.org/-/media/Files/IRENA/Agency/Publication/2019/Apr/IRENA_Global_Energy_Transformation_2019.pdf
https://www.irena.org/-/media/Files/IRENA/Agency/Publication/2019/Apr/IRENA_Global_Energy_Transformation_2019.pdf
https://www.irena.org/-/media/Files/IRENA/Agency/Publication/2019/Apr/IRENA_Global_Energy_Transformation_2019.pdf

