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The #1 Best Selling Innovation Book On Kindle.Innovation is not just a methodology but a
product of hard work and careful risk management. At some point you must grab your tools and
get your hands dirty and the best tool you can have is this guide.When you hold this book you
are clutching the number one guide to implementing the most successful innovation agenda
possible, whether for a startup or established multinational. Full of practical examples, case
studies and tips, the low risk innovation techniques presented will guarantee your plans achieve
the best outcomes without risking your job or company. The difference between a theory and a
success is between these covers.In this book you will learn:-The ins and outs of crowdsourcing-
How to leverage hackerspaces and develop your first prototype to launch your product-The best
tricks for open innovation-The best kept innovation secret known as behavioral innovation-How
access to free knowledge will catalyze your business-The innovation services revolution driven
by cloud computing-And the powerful virtuous innovation cycle which is supercharging
innovation in all fieldsAs well as much more! The topics covered are everything you need to
know to be able to innovate as effectively and cheaply as possible. Each of the chapters
explores techniques that not only drive innovation but are doing it in a low risk and powerful way.

About the AuthorSchool Zone Publishing Company began as The School Zone Learning Center
in 1972. The Learning Center was a retail teachers supply outlet, specializing in sales to
teachers, with two stores in Grand Rapids, Michigan. About 1974, schools instituted changes in
educational methods that affected the home and schools. Changes included introducing new
teaching methods in math and English and eliminating workbooks provided on a shared basis
for home use. With these changes, parents experienced difficulty finding educational material for
use at home. Local parents turned to the Learning Centers, requesting workbooks and other at-
home teaching aids. In response, the Centers formulated six workbooks and printed 1,000
copies of each. The books sold out in six months. An expanded workbook series was developed
and received equally enthusiastic acceptance. School Zone Publishing Company was
incorporated in 1979. A new line of workbooks had been written and illustrated by late 1979. In
January 1980, the line was printed and School Zone began operations. Market response was
extremely favorable. The product line has expanded yearly and currently includes over two
hundred educational products.
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ReferencesIndexForewordJanuary 2012 was the month Eastman Kodak Co filed for bankruptcy,
overcome by digital competition.Its saving grace? Selling off of its photographic film and digital
patents, consumer-printing products, photo kiosks, online picture-sharing and document
scanning businesses, cutting its workforce in half to 8,500 employees and slashing US$4.1
billion in debt which ultimately left shareholders empty-handed. Only these drastic steps allowed
Kodak to emerge from bankruptcy as a much smaller business with an entirely different
focus.Interestingly enough, less than three months later, Instagram, the photo-sharing app with
just 13 employees and relatively insignificant infrastructure compared to the pre-bankruptcy
Kodak, was acquired by Facebook for US$1 billion. This signaled a changing of the tide and an
evening of the playing field.Businesses that once required millions of dollars in start-up capital,
could now launch from the comfort of one’s home with a few hundred dollars. The advent of
cloud computing, buoyed by fast, affordable internet connections changed the game, giving
small teams with a relentless focus, a fail fast culture and a speed that large companies simply
can’t come close to replicating a distinct advantage in an exponentially changing world where
cost is no longer such an inhibiting factor for small companies.So how are big businesses



responding to this shift?At current rates of churn it is foreshadowed that more than half of the
Australian S&P 500 index will be replaced in ten years’ time and that one in five listed companies
faces delisting in the next five years alone. The short answer, clearly is, not well.Large
organizations are built on cultural foundations and beliefs that cause decisions to embrace
certainty, mitigate risk by analysis, avoid failure and take large bets, slowly. Executive leadership
is finding it a very uncomfortable and difficult proposition to seamlessly transition to a landscape
that requires them to do the exact opposite. The exploration of truly disruptive innovation
requires that teams embrace ambiguity, mitigate risk by doing, embrace failure as a mechanism
to learn and take lots of small bets, quickly.“This is not what we learned in business school”,
we’re told. No, it’s not—but the world does not stand still.With the evolution of corporate R&D,
we’ve gone from ad hoc invention at the start of the 20th Century, R&D labs through to the late
90s, corporate venture capital in the noughties towards the establishment of incubators and
innovation outposts today.Why are companies establishing innovation outposts?Because large
organizations have been built to execute upon a repeatable business model, not to find a new
business model. Performance and success metrics have long been geared towards favoring
short term wins which fly in the face of the exploration and harnessing of disruptive
innovation.Because traditional metrics such as Net Present Value and Internal Rate of Return,
R&D departments tend to focus on incremental improvements in order to protect and prolong
their existing business models and revenue streams and optimize Return on Assets. While this
might appease shareholders who play the short game, it comes at the expense of long-term
sustainability and competitiveness. R&D can simply not keep up with the pace of exponential
technologies and a leveled playing field. Just ask Blockbuster Video.Creating innovation
outposts helps companies adapt to the frenetic pace of innovation in order to successfully
navigate the minefield that is disruptive innovation and help them move past simply stretching
their existing S-curves towards catching the next S-curve.But it is but one of many tools in the
corporate innovator’s arsenal.In order to remain competitive, companies need to make disruptive
innovation a part of their DNA, aligned with corporate strategy and integrated into business units
—not merely an afterthought.A tool is only as good as how you use it—and I commend Evan
Shellshear on putting together this great book which provides the reader not only with an
overview of the plethora of innovation tools that progressive companies are successfully using to
grow new revenues but also relevant implementation techniques and case studies that are
invaluable for today’s senior executives and innovation managers. To stay ahead of the game,
the tools in this book, when combined with complementary processes and mindsets, will make
the difference between being the disruptor and being disrupted.And we should know. At
Collective Campus we have worked with some of the world’s largest companies to help them
implement the mindsets, methodologies and tools required to successfully explore new
business models and disruptive innovation in this era of rapid change. Using the powerful tools
and techniques presented here, we have taught some of the most bureaucratic and change
averse teams how to become more flexible, fast moving and how to keep catching the next S-



curve.With that, it’s fitting that I close with a quote from one of the world’s most prominent
leaders, a man who guided General Electric for 20 years in which time the value of the company
rose 4,000%.“If the rate of change on the outside exceeds the rate of change on the inside, the
end is near.” - Jack WelchSteve GlaveskiFounder and Chief Innovation Consultant, Collective
CampusPrefaceIt’s the start of the twenty-first century and the innovation buzz is deafening. It
commands the attention of everything—from mainstream media and popular culture to scientific
journals. Innovation is now the driver of economies and the key to retaining a competitive edge.
In its simplest form, innovation seems to have become an all-encompassing term for anything
new which creates value or is simply cool and popular.Given its importance, it’s clear why
people want to write about innovation. But what more could really be said?Well, actually a lot. Of
the many books focusing on the topic, from failing fast to managing innovation in firms, there
always seem to be two parts missing:What are the best innovation tools to reduce risk?How can
one best exploit such tools?Many authors have written extensively on risk management
methodologies, such as the Lean Startup. But what I and other people want to know is, what are
the best tools for these frameworks? For example, you want to produce a Minimum Viable
Product, but to get there you need concrete techniques to most efficiently develop it.Another
issue some people and companies have is that they simply have too many ideas which they
would like to trial. If we are going to try and implement them all, then how can we do this cheaply
and effectively so that we have not gone broke doing so and simultaneously have effectively
tested each hypothesis?To answer these questions, I looked at what techniques innovative
people and companies use to lower risk and how they choose and implement them. While
researching this, I simultaneously looked for the evidence backing up these choices. It has been
a long journey beginning with my PhD studies eight years ago. This book is the result of that
extensive research.You won’t just find the best strategies available for low risk innovation here.
You will find curated content which should be interesting, cutting edge, and guaranteed to work.
When filtering the available techniques, I focused on new ones which haven’t been covered ad
nauseam, whilst also making sure that they had been proven to achieve the professed
goals.Once I found these techniques, I took a step back and asked myself an important
question: what was the point? The answer to this question was not what I expected.The
chapters are written so that they can be read in any order and are autonomous in their
significance. There are connections between some chapters, but necessary terms appear in
each so there is no difference when reading them in an alternate order.The chapters chosen
take different approaches to maintain reader interest. I varied the style of some chapters to be
able to effectively deliver the message. For example, I approach the behavioral innovation topic
with a style that is typical of the behavioral finance literature present in such texts as, Why Smart
People Make Big Money Mistakes.I have tried to write in a style which is engaging but fact
driven. From personal preference, I like to see the story behind innovation, but I also want to
know that what I am reading is based on fact and not opinion. Opinion is OK, but it does not
constitute evidence.When it comes to the facts, a level of detail was chosen which allows the



desired story to be told without boring the reader with too much information. After reading a
chapter, one should have a good idea about the techniques and when they are appropriate to
use. If you want more details about how to carry out some specific part of the discussed strategy,
then I have included more details in the Notes and References chapter. This serves as a useful
reference point for someone seeking to take advantage of the listed techniques.By writing this
book I have also gained significant insights into what drives innovation around the world. I can
now see the logical process of development of one innovation technique from another, e.g. the
evolution from crowdsourcing to open innovation. These developments also fundamentally
influenced my choice of strategies. I wanted topics in areas where I still see an open vista in front
of the technique. That is, an opportunity for the reader to keep exploring and innovating. Perhaps
even start the next big innovation trend.I have been influenced by many of the great writers on
innovation, of which there are too many to mention here. I have probably borrowed ideas and
inferences from others throughout the book without consciously being aware of doing so. If that
is the case and you notice an unattributed idea, then I hope you feel honored, and not annoyed,
knowing that your message has successful influenced my work.Enjoy!Chapter 1Why More
Innovation?Imagine you are sitting in a classroom learning a foreign language, just like
thousands of other students across the country. The teacher utters a phrase in an unfamiliar
vernacular which you struggle to understand. Then comes the ritual: someone is asked to
translate what was just said. Like your fellow pupils around you, you crouch down and gaze
around in an attempt to avoid the teacher’s radar glare.You quietly pray that some smart kid in
the front row will answer the question first, but the eagle eye focuses on you. Without a chance
to proclaim your sudden terminal illness, you are asked to translate. Choking on the words, you
mumble something which sounds half-correct. To your surprise the teacher nods in approval and
asks the usual question, “Now why was that so hard?”So why didn’t you jump at the opportunity
to rise to the challenge and show your intelligence? Or your fellow pupils for that matter? We’ve
all experienced this situation, so we all understand the difficulty. But what is the real reason for
our apprehension?Many explanations have been given as to why we play it safe in such
situations. Everyone from psychologists to economists have opined on this. Research, however,
has shown there are many factors in place. Most of them fear related. The fear of peer attention
and looking too smart, fear of giving a wrong answer and looking dumb, fear of being the
teacher’s personal answering machine, etc.Acquiring a new language is an extremely valuable
skill in our globalized world. By answering the teacher’s questions, you consolidate your
knowledge of the foreign language and test the understanding you have gained so far. Such
opportunities are the fast track way to better language proficiency. The benefits must outweigh
the anxieties, so why hesitate?Answering this simple, but all-important question is the common
thread found throughout this book. The fears hampering our progress in learning a new
language are comparable to the fears hampering our ability to achieve what we are capable of in
other areas of life. As with acquiring a foreign language, something as unsophisticated as
reducing fears can be a catalyst for achievement and innovation. But how do we reduce fears?



Lower the risk.By making results feel more certain and our dreams seem less risky, we are
moving into a space where the impossible suddenly seems possible. And if there is one activity
where risk plays the deciding role, it is innovation. Whether exploring the unknown, betting on a
hunch or commercializing a risky technology; these speculative endeavors can all reside under
the buzzword of innovation. So to drive more innovation, I propose reducing the risk involved as
a means of lowering this seemingly fundamental execution hurdle.The reasoning goes, if we
could innovate without the fear of failing, of being seen as a loser by our peers, or losing money,
then maybe we too would innovate more. Research has shown that given an equal chance of
winning or losing a fixed amount, we consider the potential loss to outweigh the equivalent
possible gains. Just as in foreign languages, if you didn’t consider an activity or pursuit to be too
risky, then you might launch yourself gung-ho into realizing your dreams.But how can we reduce
the perceived risks causing these fears? Well, what if you were given the choice of “having a go”
without feeling dumb for failing, without feeling like a loser, or simply without any negative
consequences? What if I told you there exists a multitude of powerful techniques to do just that
and get you closer to your dream? A fearless way to innovate. This can now be your reality.In this
book, I will take you on a guided tour of ideas and technologies which promise to do just
that.They are ushering in new ways of being innovative with minimal risk. They are granting the
people using them a novel means of testing ideas without sending them financially or mentally
bankrupt. They are allowing people to pursue their dreams and test ideas before wholly
committing to them. By doing so, people risk failing at a “hobby” rather than their career. How
does that sound? A failed hobby is, after all, much easier to stomach than a failed career.If
innovation were like this for everybody, where you could simply muck around with the next
Google, Tesla, or Ebook Library, then unleashing this innovation potential in society could
unchain the wildebeests of creative destruction, levelling the competitive landscape and
ushering in a new era of human empowerment. With the techniques presented here, this is
something we can all partake in.Before we do, let’s take a closer a look at what we’re talking
about and get everyone on the same page.Invention, Entrepreneurship And InnovationMost
people consider the term innovation to mean the creation of something new and useful, but it
depends on who you ask. I like to think of innovation as sitting in the middle of the see-saw
ridden by invention and entrepreneurship. Innovation connects the novelty of the invention with
the purpose and value of entrepreneurship. My inclusion of entrepreneurship may seem strange
to many and as if it deviates slightly from the mainstream understanding of innovation but bear
with me. By entrepreneurship I mean the activity of undertaking projects to provide products or
services which society demands and hence finds useful and necessary. Often these activities
have a commercial aspect involved. However, what is always common to entrepreneurship is a
specific type of risk which is core to innovation. To differentiate these terms better, let’s consider
some examples.InventionThe world is full of new or useful things. Of course, possessing one
without the other is not what anyone would consider an innovation. For example, the “genius”
who invented the splife (spoon with a knife edge) surely originated a new idea, however anyone



with a drop of entrepreneurism coursing through their veins would ignore such a useless idea.
Given that the quickest way of removing the splife is via your cheek, few people would consider it
useful; calling it an innovation is as astute as investing in square
wheels.EntrepreneurshipExamples of pure entrepreneurship abound as well. Here, the goal is
simply to provide something of value instead of introducing a new product or service. For
example, Burger King could be seen as a purely entrepreneurial venture, at least initially. The
pair who began that particular fast food chain came up with the idea after visiting one of the
McDonald Brothers’ original stores. And even when the chain was being restructured, they hired
McDonald’s executive, Donald N. Smith, to reboot their own foundation. Not that Burger King
hasn’t introduced any innovations, even in the early years, it’s just that the initial goal appeared
to be a purely entrepreneurial one.InnovationThe fulcrum of the seesaw is innovation. True
innovations include well-known items such as the typewriter, telegraph, telephone, personal
computer and photocopier. Not only were each of these new (in some sense), but they were also
immensely useful, which lead to their widespread adoption and success. When people think of
the word innovation, they often think of era-defining, revolutionary products such as the
telephone or Internet, but that is only a small part of the picture. Innovations take all forms from
disruptive technologies to equally important, small improvements of existing products or
services.For many innovations, the revolutionary step was not to invent something completely
new, but merely to add a final touch or new feature to an extant idea. Such small, incremental
innovations can lead to massive successes, e.g. the personal computer. Our desktop friends
became the natural consequence of shrinking the room-filling mainframe computers of
yesteryear. Even a major breakthrough like the Internet was only the end result of a long
technological march towards its final widespread and disruptive acceptance. The power of the
Internet was unleashed after many individual parts fused together, from software, to hardware, to
new business models.In fact, being the first to launch a genuinely new or disruptive idea can be
a disadvantage. Despite Xerox being the first company to invent the personal computer as we
know it, they were the last to profit from it. Xerox endured IBM, Apple and a host of other
companies run off with the winnings. It may seem unexpected, but often adding just an
incremental innovation to an already established idea can catapult one to success, as is shown
by products such as smartphones.This is not to say that incremental innovations are more
important than disruptive ones. One just needs to see the whole spectrum of pioneering activity
to recognize and foster it in their day-to-day life and organizations. Small improvements can be
just as successful as large ones (depending on how you measure it!) and we will constantly be
presented with opportunities for both. Hence, our toolbox should contain strategies to deal with
incremental as well as disruptive innovation.Everyone Is UniqueSo what is the elixir of courage
that can drown the natural risk aversion in us? Unfortunately, there is no one magic recipe,
because everyone is unique. For example, it has been shown that people’s innovation threshold
varies wildly. This is not just about people’s ability to innovate, but especially their willingness to
innovate. Robert Sternberg, former dean at Tufts University and a leading creativity scholar,



claims that, “creativity is in large part a decision that anyone can make but that few people
actually do make because they find the costs to be too high.”So, according to Sternberg, if we
simply create the right conditions, we can spur innovation along. Innovation experts Paddy Miller
and Thomas Wedell-Wedellsborg write in their acclaimed Innovation as Usual book, “what is key
about these people is that they won’t … [innovate] if the personal cost of persistence is too
high.”And what personal cost is higher than failure? One of the key conditions to promote the
desired behavior is clearly a low risk environment powered by low risk innovation tools.Although
different people have different risk affinities, you may not know that your own appetite for risk
changes, based primarily on what you are betting on. For example, research has shown that we
tend to be more risk averse when gambling for a gain than when trying to avoid the same loss.
Hence, even though you may think you always behave in the same way regardless of the
situation, this isn’t the case.But it is not just for losses and gains that we change our risk profile.
A racing car driver pushes his car to the limit on the race track, risking his life and that of those
around him. When he drives home in his own car though, he may not even be willing to drive
through an orange light, i.e. he is completely risk averse. Scientist have even been able to
demonstrate this type of behavior in rats by altering the expression of certain genes in their
brains which means the changes are inherent in the brain and so capable of occurring given the
right circumstances.So you may look at your favorite entrepreneur and think all that it requires to
get your idea off the ground is to be less risk adverse. This belief is wrong. Each situation is
unique and presents a level of risk that may even scare off the most battle-hardened hazard
hustlers. So searching for cheaper, less risky ways to innovate is the perfect strategy to demolish
the psychological barriers of entry into the world of innovation.And the remaining few who are
risk seekers in everything they do? Well, wouldn’t it be worthwhile to minimize the damage each
loss does and so become more successful? Especially if doing so was cheap and
easy.Innovating On The CheapBeing innovative is to wager your mental horsepower against the
world. It is you and your idea against everyone else. Such a challenge is daunting, to say the
least, so help is welcomed by most sane innovators.We know that innovation can be expensive
and has a high chance of failure. Everyone has heard the maxim that 90% of all entrepreneurs
fail. So where does that leave these risk takers?Well, depending on how you measure success,
the reality is worse. It has been shown that as few as 7% of all innovators successfully
commercialize their inventions. Other studies have shown that 4% of innovation initiatives
achieve their internally defined success criteria. Only 12% of research and development projects
even return their capital cost.So why would anyone bother innovating? Given that the odds are
stacked against you, why would you devote yourself to something which is so likely to fail? Sure,
we all play things like the Lotto or enjoy the odd bit of gambling, but that’s only a few dollars (in
most cases!). So that an innovative concept becomes reality, it normally involves a significant
expenditure of our time, effort and money.For companies, the purpose of innovation is clear. A
focus on innovation and making it a part of corporate culture leads to increased profits, market
value, survival in the market jungle and much more. But because companies are operated, of



course, by people (at some level), it is people who must take the risks and make the decisions.
Hence, in certain situations, commercial expediency forces many corporate executives to take
on the risks of innovation and learn to deal with them. As the methods in this book show, what
types of risks and exactly how they are taken can be significantly influenced by the individual.
When the right techniques are used, they can mean the difference between a cheap experiment
and an expensive failure.If we zoom out and examine many companies’ and startups’ innovation
strategies, we notice two major low risk strategies often employed by organizations worldwide
when launching risky and innovative products or services:Copy a successful, similar product or
service and adjust it to the current problem.Incrementally innovate towards the final goal via a
“lean” or “agile” methodology, checking and testing the idea along the way to minimize risk and
abandon detrimental ideas as early as possible.These strategies minimize risk by working with
frameworks which have proven to be successful and, in the first case, the strategy is a well-
known and understood one. The second paradigm has become very popular in the last 20 years.
Instead of going “all in” on one or two big ideas, the goal is to be able to place many bets by
failing cheaply and fast so that you can keep churning out and testing new ideas.This method of
innovating is one of the driving forces behind the new innovation tools presented here. Ways of
cheaply testing ideas and therefore lowering risk will always improve your innovation chances by
weeding out the bad ideas and allowing your good ones to blossom. And in fact, this leads us to
the next point.So What About The Other Stuff?Fundamentally, risk underlies all innovative
processes and successful innovation means managing this risk appropriately. A good first step
is to adopt a risk management perspective to innovate in a low-risk way. These frameworks
usually contain best practice processes, but what is almost invariably missing is a set of specific
methods to achieve the desired process outcomes. The tools presented in this book will provide
you with the meat on your framework bones to implement your low-risk management
strategy.For example, the ISO 31000 risk standard provides guidance on the management of
risk in almost any situation. Its publication by the International Organization for Standards in
2009 was a milestone. The structure and principles build on the extremely successful AS/NZS
4360 risk management system developed in Australia and New Zealand. According to the
standard, risk is seen as the “effect of uncertainty on objectives” and the management of it is
defined as “coordinated activities to direct and control an organization with regard to risk.”A
critical part of defining risk is the word objectives. Objectives vary across industries and even
within an industry. They can include minimizing cost, minimizing damage to reputation,
minimizing risk of ineffective processes, but they could also be very specific, like building a
smartphone.At the core of the global standard is a risk management framework, which outlines
powerful principles and also demands risk mitigation strategies to reduce the risk associated
with achieving a given objective. When assessing the risk of your objectives, you will need to find
the best possible tools to mitigate the risks you identify. Such tools are the muscles that move
your entire risk framework and also the focus of this book.Those who are involved in the startup
scene should be aware of an extremely popular framework for risk management known as the



Lean Startup. Popularized by Eric Ries in his book The Lean Startup, its management principles
focus on powerful objectives for new product and service development, in particular for new
companies attempting to build a business around their latest offerings.The centerpiece of Ries’
strategy is to focus on learning and testing hypotheses, both in products and organizational
efficiency, as quickly and cheaply as possible to minimize waste. Startups should focus on those
things which lead to validated successes and bring a startup closer to its goals. At the same
time, this should be done in a way that incorporates customer feedback as early in the
development cycle as possible, and so focuses on concepts like a Minimum Viable Product for
customers to test. It is a powerful process used by both tiny startups and, perhaps surprisingly,
large multinationals worldwide.The Lean Startup methodology (like the ISO Standard) is
process-focused, rather than content-focused, so you need to figure out for yourself what
content you require to achieve your objectives. By having a clear focus on your goals and where
you want to go, my book will provide you with the vehicle to take you there. By the end of this
book, you will be able to fill some of the world’s most successful processes with the world’s most
successful content.My Innovation AgendaI will take you on a journey to master six of the major
tools to minimize your innovation risk that are available right now. These six methods are really
toolboxes containing many techniques, all proven to significantly improve the delivery of your
breakthrough ideas by maximizing your chances of success.We will closely examine everything,
from how you can use the minds of the world for your own purposes, to ways of cheaply and
effectively exploiting capital-intensive tools. The choice of topics was driven by methods known
to work and demonstrated to reduce innovation risk. There’s no unproven theories or esoteric
philosophy here.The strategies presented in this book are not the only ones available to reduce
your innovation risk; they are simply some of the most powerful. Other successful methods to
lower risk, such as technology brokering, have been demonstrated by none other than one of the
world’s most impressive innovators, Thomas Edison.The idea behind technology brokering is to
lower the cost of innovation by combining known technology—”off the shelf” components—to
create a new solution. The so-called Wizard of Menlo Park used to say that to innovate you need
a good imagination and a pile of junk (not a pile of expensive things!). In other words, innovation
can and should be done cheaply.Edison not only talked the talk, he also walked the walk. When
he was developing his first functioning light bulb, he initially designed an experimental version in
which he could easily replace the filament to test many possibilities. During this phase Edison
tested horsehair, cork, rubber, grass fibers, wrapping paper, fishing line, silk and even the beard
hair from his laboratory workers. His choice of material was guided by a systematic attempt to
test easily acquirable and cheap products. This meant that as soon as one of his trial materials
was found suitable as a filament, not only was the cost of his experiments kept down, but ipso
facto the later production cost too. This is an important lesson we can all learn from.Another area
of new low risk tools and techniques not addressed in this book is talent acquisition. It is here
that we are also seeing significant risk-shrinking developments which are making it simpler to
access the best people through a host of software and online tools. Websites such as LinkedIn,



UpWork and YourEncore are some of the biggest service providers in this regard. Being able to
easily find and scale up human resources on an as-needed basis, in a similar way to software
(examined in a later chapter), is a massive boon. It reduces the risk of committing to employing
thousands of people for unproven products. Not to mention the time and money saved from not
having to filter candidates or hire expensive recruiting agencies means startups (and even large
corporations!) can focus their limited resources on their core objectives.Technology brokering
and talent acquisition are some of a number of methods to reduce innovation risk which are not
considered by this book. While important, these methodologies were left out because they are a
less than perfect fit with my choice of topics.Of course, there’s only so much room in a single
book. Naturally, there are a few sub-topics I do touch on which could be explored in more depth.
Sometimes that’s because the technique is new and its usage is not as clear as I would like, or
the application is rather straightforward and self-evident. Whenever possible, I’ve included
references to provide you more “nuts and bolts” details.For example, one topic which could be
discussed further, is the wave of new online learning platforms such as Udacity, edX and many
more. Companies such as these are lowering the barriers of knowledge acquisition. This in turn
complements several techniques presented in the following chapters. By being able to cheaply
and easily access the requisite knowledge for a job, many unnecessary pitfalls can be avoided.
However, at the time of writing, the industry was still in a state of constant flux with many
seemingly good business models failing and new, more promising ones appearing.Another
topic, only addressed in a tangential fashion in some of the chapters, is simply the access to
customers. Whether via new marketing techniques such as AdWords, partnerships with e-
commerce companies (Etsy, Ebook Library, etc.) or physical stores (Quirky, Target, Best Buy,
etc.), there are many opportunities lowering the innovation risk for companies. Especially by
making the launch into new and competitive markets simpler and more effective. These services
and tools are often able to provide customer intelligence and detailed analytics, thus making a
successful product launch that much more likely. AdWords and other such tools are covered
quite extensively in a number of other resources, so it seemed unnecessary to repeat their best
practices in this book.So What Will I Get From This Book?This book will reveal to you the best
tools available to drive your innovation agenda in the lowest risk and most effective way possible.
Each technique will be defined and then examined in detail via numerous case studies to allow
the reader to find analogous situations to the one he or she is currently facing. Finally each
chapter will draw a conclusion outlining some final considerations which should be borne in
mind when using the methods expounded therein.Beyond these practical benefits, by the end of
the final chapter, you will also understand why low risk innovation is more important than simply
making innovations more likely to succeed. At the conclusion of the book, I will introduce you to
the virtuous cycle of innovation and provide some evidence as to why I believe my hypothesis
about virtuous innovation cycles is true. So no matter what your goals are, the overall benefits
you derive will probably be bigger than your initial goals and lead you down an unexpectedly
rewarding path.Before We BeginA final important note to remember is that even with an



innovation toolbox of effective, inexpensive tools, there is still a lot of luck involved when
innovating. Luck—that is, everything else we can’t quantify or currently explain—plays a big role
in uncertainty and risk. Part of this can be mitigated with the tools presented here, but part of it is
simply out of your control.When two young budding entrepreneurs tried to sell their business to
Excite for $750,000, the CEO of Excite rejected the offer thinking the company was not worth the
money. With few other options, the young businessmen kept slugging away. Today, they control
one of the giants of the internet world, Google. Had they sold their business for $750,000, who
knows whether Google would be the household name it has since become.I hope to inspire you
to search for cheaper and less risky ways to innovate. Especially, to help you in your endeavors
so you don’t end up exhausting your resources on one idea. By looking at the techniques others
have found to lower their risk, we can hopefully draw parallels with what we are doing and raise
our chances of success. As more people start using the techniques presented here, the number
of innovators who fail will be less likely to be 90% and more likely to be 9%.Remember, the
secret to innovation is not to avoid failure, but to keep your failures cheap and to learn from them.
For most of us then, with less time and money invested in our innovations, our successes and
failures will seem like they are part of an enjoyable hobby that we do in our spare time. And who
ever really cared that much about failing at a hobby? You can always find a new one.Chapter
2Share The Risk And Increase The GainThe humble bike is a great symbol of the masses. It’s an
empowering tool that provides people around the globe with a faster and more efficient form of
mobility than a pair of feet. But this mode of transport has done much more than just accelerate
our passage from A to B; it has also turned the wheels of major historic events. From early
women’s liberation to massive sporting challenges, the bicycle provided a crucial mechanism to
reach humankind’s goals.It was upon this two-wheeled device that a young entrepreneur was
compelled to search for a way to solve an annoying problem. And in finding a solution, he would
invent a product that would open a landmark chapter in the recent history of crowdfunding. It was
an event that helped push crowdfunding into the attention of your average citizen and cemented
its credibility as a new way of financing risky ventures. But his story must wait a little while longer
because this new form of backing from the masses is only the beginnings of something much
bigger which we should address first.Crowdfunding is part of a wider movement in society
whereby large numbers of regular individuals can support projects and ventures by pledging
relatively small monetary contributions, rather than relying on a few large traditional investors—a
powerful risk reducing innovation technique. If we take a step back and see the bigger picture in
which crowdfunding is operating, then an even more disruptive phenomenon comes into view:
crowdsourcing.CrowdsourcingThe word crowdsourcing was coined in 2005 by two editors at
Wired Magazine, Jeff Howe and Mark Robinson. It arose after the pair noticed a proliferation of
businesses using the Internet to outsource work to the public at large. According to Jeff and
Mark, a crowdsourced activity is one where members of the public are sought to contribute to a
project by giving their time or money. Sometimes their contribution is compensated, and
sometimes it is done simply out of good will.Even before a name had been found to baptize this



phenomenon, crowdsourcing was already a major trend. During the early 2000s, many
companies embraced the crowd spirit to launch new ways of doing business, charity work and
almost anything which could be divided up into smaller parts doable by many individuals.Wait!
This must be the ultimate capitalistic business model, right? Devise something useful which an
individual cannot finish by his or herself. Create a platform to realize this goal and then
crowdsource the work to millions of faceless volunteers to complete the job. Free, or at least
cheap employees and limitless profit!This could not be further from the truth. Successful
crowdsourcing is difficult and fraught with problems. To engage a crowd usually requires one to
appeal to something else in people other than their desire to earn money. Even when offering
compensation, surprisingly, people will often rather volunteer their time than accept a small
payment to help others.In an example described in the landmark book, Predictably Irrational,
written by the renowned behavioral economist Dan Ariely, a group of lawyers were offered $30
an hour, instead of their usual far higher fees, to work for impoverished pensioners. The fairly
obvious result? They refused. However, in an unusual twist, the lawyers were then requested to
work on a pro bono basis, and they promptly agreed. Hence, the way to garner people’s
willingness to perform work is not as obvious as our intuitions may lead us to believe.However,
the volunteer vs. paid conundrum is typical of many decisions facing beginners wanting to
crowdsource a solution to a problem. So, if we decide not to engage people on a voluntary
basis, and there is a task which one can put a price tag on, then why shouldn’t one outsource
the job to the “crowd” and wait for the results? The first problem that arises is the deluge of
ideas. The many, many suggestions mean someone has to consider and evaluate them.It may or
may not be a good way to solve a problem—to dedicate resources to assess the crowd's
responses to a task. Those same resources may be better used solving the problem itself,
instead of sifting through the half-considered, half-baked idea-dough from amateurs. Especially
if the person reviewing the submitted ideas is a highly trained specialist.However, in reality many
companies assign the task of sifting through responses to junior staff to save money. Unpaid
interns are often used for this task, although it leaves one wondering how many good ideas are
shipwrecked in the shallow experience of the corporate ordinary seamen?One way of dealing
with this problem is to reemploy the crowd. Ask the crowd for the ideas and then ask them to
vote for the best one! For certain activities this can be a useful trick. However, just because
people are able to suggest solutions does not guarantee they are capable of successfully
evaluating them. We will return to these questions later on in the book and see a number of
examples of how to successfully address these issues.Despite these difficulties, to say that
crowdsourcing has been anything less than a revolution would be an understatement. The many
challenges which have been conquered by this method are impressive. One which most readers
will be familiar with and have probably used is Wikipedia.The effect Wikipedia has had on the
lives of net citizens is huge. The “wiki” is one of the top ten most visited websites in the world,
has nearly 35 million articles in 288 languages, and 500 million unique visitors each month.
Almost twice the population of the United States of America visits the website every month! Like



most Internet startups, it has achieved all this at the young age of only 15.Wikipedia is one of the
largest crowdsourced projects the world has yet seen. There are more than 19 million accounts
registered, almost the size of Australia’s population, and as of November 2014, there were
around 70,000 active editors.These contributors are not only producing one of the world’s
biggest repositories of information and knowledge, but at the same time facilitating another
revolution touched on in the later chapter about free knowledge. Not only are contributors
showing the power of crowdsourced work, but they are also providing fodder for the open
access revolution. Wikipedia entries are one and a half times more likely to refer to open access
articles than closed access articles, thereby they are also raising awareness of, and support for,
the laudable open access efforts. We will return to this theme later.The citizen’s encyclopedia is
a prime example of a crowdsourced, cost-cutting innovation. Its rise to prominence has helped
throw crowdsourcing into the limelight. Despite the novelty bestowed upon crowdsourcing by the
Internet and projects like the giant Internet encyclopedia, its basic principles have been around
for centuries. An early example of crowdsourcing is the definitive Oxford English Dictionary.To
create this cornerstone of the English language, back in the 19th century volunteers from all over
England scoured all available books and recorded the earliest usage and meaning of words in
all their possible contexts. This carefully collected information was sent to the masterpiece’s
editors, who then compiled the words into the final set of books. Without the Internet to help the
flow of information, the completed work took a little longer than its online cousin did to reach a
similar size—more than 70 years!The reason for our current interest in crowdsourcing is in what
it means for innovation. Crowdsourcing allows one to spread the risk of an enormous task
among thousands of people with the possibility of avoiding the financial liability of such workers.
The added benefit is that if disruptive innovations require disparate perspectives, crowdsourcing
is a great way to achieve that.In addition to obtaining crowd help with various activities or
projects, easy access to the public at large can also be used to gauge its reaction to a new idea
or product. This readily available feedback can help prevent one from plowing millions of dollars
into something that is likely to be a flop. This idea in turn has led to the rapid rise of
crowdfunding. Its dramatic effect on social ventures and innovation is only starting to become
clear.CrowdfundingAs a portmanteau word, “crowdsourcing,” has become so diverse that many
subcategories have arisen. For example, crowdcasting, crowdfixing, crowdtesting, as well as
another major development important for this chapter, known as crowdfunding. Crowdfunding
turns the crowdsourcing of work on its head. Instead of the crowd doing the work, you do the
work, and the crowd pays.Crowdfunding is a way for people to back ideas they believe in, simply
think are fun, or just because they want to. Platforms exploiting the mass funding model have
come to the fore in our Internet connected age because of the ease with which one can connect
with millions of financial sponsors.If you can convince one person to part with one dollar, then
that is all you have, one dollar. If, via leveraging the Internet, you can convince one million people
to part with one dollar, then who needs to court banks and rich investors? This is the principle
behind crowdfunding. It does not, of course, stop people from contributing more. In many



crowdfunded projects, there are people who may contribute tens of thousands of dollars merely
because they admire an idea and want to see it realized. If you do part with thousands of dollars
to help finance a project, then apart from receiving your own signed version of what you
supported, it is typical to receive perks such as meeting the inventor in a personalized gift
ceremony.Currently, there are thousands of projects on numerous platforms soliciting
crowdfunding. A quick Internet search revealed more than 35 such platforms operating at the
time of writing. This provides a plethora of choices and may actually make your crowdfunding
project more difficult to start than you thought! Despite the large number of platforms, there are
two major ones, Kickstarter and Indiegogo, which seem to dominate the rest.KickstarterLocated
in Brooklyn, New York, Kickstarter began operation on 28 April 2009. It was founded by three
artistically oriented entrepreneurs, Charles Adler, Yancey Strickler and Perry Chen. Kickstarter
was Perry Chen’s baby, having mulled it over in his head for years while he was struggling to get
his music career off the ground. He met Strickler in Brooklyn and, being the only person he knew
who had Internet skills, he suggested his idea to him.Charles Adler arrived later, in 2007, as a co-
founder and joined because, according to him, “[T]he vision was so compelling.” But it didn’t take
long for others to realize this too. Already in 2010, Kickstarter was named one of the “Best
Inventions of 2010” and the following year, one of the “Best Websites of 2011.” The platform has
grown strongly over the years, expanding to the UK, Canada, Australia and New Zealand in
2012 and 2013, and then to Northern Europe in 2014. To date, Kickstarter has achieved the
highest funded projects for any crowdfunding platform.To launch a campaign with Kickstarter,
you need to fit into one of the 13 categories allowed, be a creator, and abide by the prohibited
uses such as charities and awareness campaigns. If you are going on to produce hardware like
a new smartphone, then you have additional requirements such as evidence of a physical
prototype and having a manufacturing plan. All of this is designed to give people the feeling they
are backing serious, well thought-out projects and not just ordering products from Ebook
Library.Kickstarter backs projects in a wide range of categories. However, of all the categories,
Film & Video, Music and Games account for over half the money raised. In fact, Games raised
two out of every ten dollars pledged on Kickstarter in 2013, whereas about 10% of the films
accepted by the 2012 Sundance, Tribeca, and South by Southwest Film Festivals were funded
on Kickstarter. The quality and number of successful ventures going through this funding
platform are significant.IndiegogoThe other major crowdfunding site, with headquarters located
on the other side of the U.S. in San Francisco and only operating in America, is Indiegogo. It was
one of the first websites to offer crowdfunding and was started by three people experiencing a
similar difficulty. All three founders shared a passion for the idea of democratizing fundraising,
having had experience in industries where it was difficult to fund great projects that may not
return an obvious gain, usually financial, to backers.INNOVATION TOOLSThe most successful
techniques to innovate cheaply and effectivelyBy Evan ShellshearCopyright 2016 Evan
ShellshearFirst EditionINNOVATION TOOLSThe most successful techniques to innovate
cheaply and effectivelyBy Evan ShellshearCopyright 2016 Evan ShellshearFirst EditionTable of
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Drug GameThe Risky Side Of Drug DiscoveryThe PointAcknowledgmentsNotes and
ReferencesIndexForewordJanuary 2012 was the month Eastman Kodak Co filed for bankruptcy,
overcome by digital competition.Its saving grace? Selling off of its photographic film and digital
patents, consumer-printing products, photo kiosks, online picture-sharing and document
scanning businesses, cutting its workforce in half to 8,500 employees and slashing US$4.1
billion in debt which ultimately left shareholders empty-handed. Only these drastic steps allowed
Kodak to emerge from bankruptcy as a much smaller business with an entirely different
focus.Interestingly enough, less than three months later, Instagram, the photo-sharing app with
just 13 employees and relatively insignificant infrastructure compared to the pre-bankruptcy
Kodak, was acquired by Facebook for US$1 billion. This signaled a changing of the tide and an
evening of the playing field.Businesses that once required millions of dollars in start-up capital,
could now launch from the comfort of one’s home with a few hundred dollars. The advent of
cloud computing, buoyed by fast, affordable internet connections changed the game, giving
small teams with a relentless focus, a fail fast culture and a speed that large companies simply
can’t come close to replicating a distinct advantage in an exponentially changing world where
cost is no longer such an inhibiting factor for small companies.So how are big businesses
responding to this shift?At current rates of churn it is foreshadowed that more than half of the
Australian S&P 500 index will be replaced in ten years’ time and that one in five listed companies
faces delisting in the next five years alone. The short answer, clearly is, not well.Large
organizations are built on cultural foundations and beliefs that cause decisions to embrace
certainty, mitigate risk by analysis, avoid failure and take large bets, slowly. Executive leadership
is finding it a very uncomfortable and difficult proposition to seamlessly transition to a landscape
that requires them to do the exact opposite. The exploration of truly disruptive innovation
requires that teams embrace ambiguity, mitigate risk by doing, embrace failure as a mechanism
to learn and take lots of small bets, quickly.“This is not what we learned in business school”,
we’re told. No, it’s not—but the world does not stand still.With the evolution of corporate R&D,
we’ve gone from ad hoc invention at the start of the 20th Century, R&D labs through to the late
90s, corporate venture capital in the noughties towards the establishment of incubators and
innovation outposts today.Why are companies establishing innovation outposts?Because large
organizations have been built to execute upon a repeatable business model, not to find a new
business model. Performance and success metrics have long been geared towards favoring
short term wins which fly in the face of the exploration and harnessing of disruptive
innovation.Because traditional metrics such as Net Present Value and Internal Rate of Return,
R&D departments tend to focus on incremental improvements in order to protect and prolong
their existing business models and revenue streams and optimize Return on Assets. While this
might appease shareholders who play the short game, it comes at the expense of long-term
sustainability and competitiveness. R&D can simply not keep up with the pace of exponential
technologies and a leveled playing field. Just ask Blockbuster Video.Creating innovation
outposts helps companies adapt to the frenetic pace of innovation in order to successfully



navigate the minefield that is disruptive innovation and help them move past simply stretching
their existing S-curves towards catching the next S-curve.But it is but one of many tools in the
corporate innovator’s arsenal.In order to remain competitive, companies need to make disruptive
innovation a part of their DNA, aligned with corporate strategy and integrated into business units
—not merely an afterthought.A tool is only as good as how you use it—and I commend Evan
Shellshear on putting together this great book which provides the reader not only with an
overview of the plethora of innovation tools that progressive companies are successfully using to
grow new revenues but also relevant implementation techniques and case studies that are
invaluable for today’s senior executives and innovation managers. To stay ahead of the game,
the tools in this book, when combined with complementary processes and mindsets, will make
the difference between being the disruptor and being disrupted.And we should know. At
Collective Campus we have worked with some of the world’s largest companies to help them
implement the mindsets, methodologies and tools required to successfully explore new
business models and disruptive innovation in this era of rapid change. Using the powerful tools
and techniques presented here, we have taught some of the most bureaucratic and change
averse teams how to become more flexible, fast moving and how to keep catching the next S-
curve.With that, it’s fitting that I close with a quote from one of the world’s most prominent
leaders, a man who guided General Electric for 20 years in which time the value of the company
rose 4,000%.“If the rate of change on the outside exceeds the rate of change on the inside, the
end is near.” - Jack WelchSteve GlaveskiFounder and Chief Innovation Consultant, Collective
CampusForewordJanuary 2012 was the month Eastman Kodak Co filed for bankruptcy,
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Australian S&P 500 index will be replaced in ten years’ time and that one in five listed companies
faces delisting in the next five years alone. The short answer, clearly is, not well.Large
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business model. Performance and success metrics have long been geared towards favoring
short term wins which fly in the face of the exploration and harnessing of disruptive
innovation.Because traditional metrics such as Net Present Value and Internal Rate of Return,
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their existing business models and revenue streams and optimize Return on Assets. While this
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technologies and a leveled playing field. Just ask Blockbuster Video.Creating innovation
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navigate the minefield that is disruptive innovation and help them move past simply stretching
their existing S-curves towards catching the next S-curve.But it is but one of many tools in the
corporate innovator’s arsenal.In order to remain competitive, companies need to make disruptive
innovation a part of their DNA, aligned with corporate strategy and integrated into business units
—not merely an afterthought.A tool is only as good as how you use it—and I commend Evan
Shellshear on putting together this great book which provides the reader not only with an
overview of the plethora of innovation tools that progressive companies are successfully using to
grow new revenues but also relevant implementation techniques and case studies that are
invaluable for today’s senior executives and innovation managers. To stay ahead of the game,
the tools in this book, when combined with complementary processes and mindsets, will make
the difference between being the disruptor and being disrupted.And we should know. At
Collective Campus we have worked with some of the world’s largest companies to help them
implement the mindsets, methodologies and tools required to successfully explore new
business models and disruptive innovation in this era of rapid change. Using the powerful tools
and techniques presented here, we have taught some of the most bureaucratic and change
averse teams how to become more flexible, fast moving and how to keep catching the next S-
curve.With that, it’s fitting that I close with a quote from one of the world’s most prominent
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CampusPrefaceIt’s the start of the twenty-first century and the innovation buzz is deafening. It
commands the attention of everything—from mainstream media and popular culture to scientific
journals. Innovation is now the driver of economies and the key to retaining a competitive edge.
In its simplest form, innovation seems to have become an all-encompassing term for anything
new which creates value or is simply cool and popular.Given its importance, it’s clear why
people want to write about innovation. But what more could really be said?Well, actually a lot. Of
the many books focusing on the topic, from failing fast to managing innovation in firms, there
always seem to be two parts missing:What are the best innovation tools to reduce risk?How can
one best exploit such tools?Many authors have written extensively on risk management
methodologies, such as the Lean Startup. But what I and other people want to know is, what are
the best tools for these frameworks? For example, you want to produce a Minimum Viable
Product, but to get there you need concrete techniques to most efficiently develop it.Another
issue some people and companies have is that they simply have too many ideas which they
would like to trial. If we are going to try and implement them all, then how can we do this cheaply
and effectively so that we have not gone broke doing so and simultaneously have effectively
tested each hypothesis?To answer these questions, I looked at what techniques innovative
people and companies use to lower risk and how they choose and implement them. While
researching this, I simultaneously looked for the evidence backing up these choices. It has been
a long journey beginning with my PhD studies eight years ago. This book is the result of that
extensive research.You won’t just find the best strategies available for low risk innovation here.
You will find curated content which should be interesting, cutting edge, and guaranteed to work.
When filtering the available techniques, I focused on new ones which haven’t been covered ad
nauseam, whilst also making sure that they had been proven to achieve the professed
goals.Once I found these techniques, I took a step back and asked myself an important
question: what was the point? The answer to this question was not what I expected.The
chapters are written so that they can be read in any order and are autonomous in their
significance. There are connections between some chapters, but necessary terms appear in
each so there is no difference when reading them in an alternate order.The chapters chosen
take different approaches to maintain reader interest. I varied the style of some chapters to be
able to effectively deliver the message. For example, I approach the behavioral innovation topic
with a style that is typical of the behavioral finance literature present in such texts as, Why Smart
People Make Big Money Mistakes.I have tried to write in a style which is engaging but fact
driven. From personal preference, I like to see the story behind innovation, but I also want to
know that what I am reading is based on fact and not opinion. Opinion is OK, but it does not
constitute evidence.When it comes to the facts, a level of detail was chosen which allows the
desired story to be told without boring the reader with too much information. After reading a
chapter, one should have a good idea about the techniques and when they are appropriate to
use. If you want more details about how to carry out some specific part of the discussed strategy,
then I have included more details in the Notes and References chapter. This serves as a useful



reference point for someone seeking to take advantage of the listed techniques.By writing this
book I have also gained significant insights into what drives innovation around the world. I can
now see the logical process of development of one innovation technique from another, e.g. the
evolution from crowdsourcing to open innovation. These developments also fundamentally
influenced my choice of strategies. I wanted topics in areas where I still see an open vista in front
of the technique. That is, an opportunity for the reader to keep exploring and innovating. Perhaps
even start the next big innovation trend.I have been influenced by many of the great writers on
innovation, of which there are too many to mention here. I have probably borrowed ideas and
inferences from others throughout the book without consciously being aware of doing so. If that
is the case and you notice an unattributed idea, then I hope you feel honored, and not annoyed,
knowing that your message has successful influenced my work.Enjoy!PrefaceIt’s the start of the
twenty-first century and the innovation buzz is deafening. It commands the attention of everything
—from mainstream media and popular culture to scientific journals. Innovation is now the driver
of economies and the key to retaining a competitive edge. In its simplest form, innovation seems
to have become an all-encompassing term for anything new which creates value or is simply
cool and popular.Given its importance, it’s clear why people want to write about innovation. But
what more could really be said?Well, actually a lot. Of the many books focusing on the topic,
from failing fast to managing innovation in firms, there always seem to be two parts
missing:What are the best innovation tools to reduce risk?How can one best exploit such tools?
Many authors have written extensively on risk management methodologies, such as the Lean
Startup. But what I and other people want to know is, what are the best tools for these
frameworks? For example, you want to produce a Minimum Viable Product, but to get there you
need concrete techniques to most efficiently develop it.Another issue some people and
companies have is that they simply have too many ideas which they would like to trial. If we are
going to try and implement them all, then how can we do this cheaply and effectively so that we
have not gone broke doing so and simultaneously have effectively tested each hypothesis?To
answer these questions, I looked at what techniques innovative people and companies use to
lower risk and how they choose and implement them. While researching this, I simultaneously
looked for the evidence backing up these choices. It has been a long journey beginning with my
PhD studies eight years ago. This book is the result of that extensive research.You won’t just find
the best strategies available for low risk innovation here. You will find curated content which
should be interesting, cutting edge, and guaranteed to work. When filtering the available
techniques, I focused on new ones which haven’t been covered ad nauseam, whilst also making
sure that they had been proven to achieve the professed goals.Once I found these techniques, I
took a step back and asked myself an important question: what was the point? The answer to
this question was not what I expected.The chapters are written so that they can be read in any
order and are autonomous in their significance. There are connections between some chapters,
but necessary terms appear in each so there is no difference when reading them in an alternate
order.The chapters chosen take different approaches to maintain reader interest. I varied the



style of some chapters to be able to effectively deliver the message. For example, I approach the
behavioral innovation topic with a style that is typical of the behavioral finance literature present
in such texts as, Why Smart People Make Big Money Mistakes.I have tried to write in a style
which is engaging but fact driven. From personal preference, I like to see the story behind
innovation, but I also want to know that what I am reading is based on fact and not opinion.
Opinion is OK, but it does not constitute evidence.When it comes to the facts, a level of detail
was chosen which allows the desired story to be told without boring the reader with too much
information. After reading a chapter, one should have a good idea about the techniques and
when they are appropriate to use. If you want more details about how to carry out some specific
part of the discussed strategy, then I have included more details in the Notes and References
chapter. This serves as a useful reference point for someone seeking to take advantage of the
listed techniques.By writing this book I have also gained significant insights into what drives
innovation around the world. I can now see the logical process of development of one innovation
technique from another, e.g. the evolution from crowdsourcing to open innovation. These
developments also fundamentally influenced my choice of strategies. I wanted topics in areas
where I still see an open vista in front of the technique. That is, an opportunity for the reader to
keep exploring and innovating. Perhaps even start the next big innovation trend.I have been
influenced by many of the great writers on innovation, of which there are too many to mention
here. I have probably borrowed ideas and inferences from others throughout the book without
consciously being aware of doing so. If that is the case and you notice an unattributed idea, then
I hope you feel honored, and not annoyed, knowing that your message has successful
influenced my work.Enjoy!Chapter 1Why More Innovation?Imagine you are sitting in a
classroom learning a foreign language, just like thousands of other students across the country.
The teacher utters a phrase in an unfamiliar vernacular which you struggle to understand. Then
comes the ritual: someone is asked to translate what was just said. Like your fellow pupils
around you, you crouch down and gaze around in an attempt to avoid the teacher’s radar
glare.You quietly pray that some smart kid in the front row will answer the question first, but the
eagle eye focuses on you. Without a chance to proclaim your sudden terminal illness, you are
asked to translate. Choking on the words, you mumble something which sounds half-correct. To
your surprise the teacher nods in approval and asks the usual question, “Now why was that so
hard?”So why didn’t you jump at the opportunity to rise to the challenge and show your
intelligence? Or your fellow pupils for that matter? We’ve all experienced this situation, so we all
understand the difficulty. But what is the real reason for our apprehension?Many explanations
have been given as to why we play it safe in such situations. Everyone from psychologists to
economists have opined on this. Research, however, has shown there are many factors in place.
Most of them fear related. The fear of peer attention and looking too smart, fear of giving a wrong
answer and looking dumb, fear of being the teacher’s personal answering machine,
etc.Acquiring a new language is an extremely valuable skill in our globalized world. By
answering the teacher’s questions, you consolidate your knowledge of the foreign language and



test the understanding you have gained so far. Such opportunities are the fast track way to better
language proficiency. The benefits must outweigh the anxieties, so why hesitate?Answering this
simple, but all-important question is the common thread found throughout this book. The fears
hampering our progress in learning a new language are comparable to the fears hampering our
ability to achieve what we are capable of in other areas of life. As with acquiring a foreign
language, something as unsophisticated as reducing fears can be a catalyst for achievement
and innovation. But how do we reduce fears? Lower the risk.By making results feel more certain
and our dreams seem less risky, we are moving into a space where the impossible suddenly
seems possible. And if there is one activity where risk plays the deciding role, it is innovation.
Whether exploring the unknown, betting on a hunch or commercializing a risky technology;
these speculative endeavors can all reside under the buzzword of innovation. So to drive more
innovation, I propose reducing the risk involved as a means of lowering this seemingly
fundamental execution hurdle.The reasoning goes, if we could innovate without the fear of
failing, of being seen as a loser by our peers, or losing money, then maybe we too would
innovate more. Research has shown that given an equal chance of winning or losing a fixed
amount, we consider the potential loss to outweigh the equivalent possible gains. Just as in
foreign languages, if you didn’t consider an activity or pursuit to be too risky, then you might
launch yourself gung-ho into realizing your dreams.But how can we reduce the perceived risks
causing these fears? Well, what if you were given the choice of “having a go” without feeling
dumb for failing, without feeling like a loser, or simply without any negative consequences? What
if I told you there exists a multitude of powerful techniques to do just that and get you closer to
your dream? A fearless way to innovate. This can now be your reality.In this book, I will take you
on a guided tour of ideas and technologies which promise to do just that.They are ushering in
new ways of being innovative with minimal risk. They are granting the people using them a novel
means of testing ideas without sending them financially or mentally bankrupt. They are allowing
people to pursue their dreams and test ideas before wholly committing to them. By doing so,
people risk failing at a “hobby” rather than their career. How does that sound? A failed hobby is,
after all, much easier to stomach than a failed career.If innovation were like this for everybody,
where you could simply muck around with the next Google, Tesla, or Ebook Library, then
unleashing this innovation potential in society could unchain the wildebeests of creative
destruction, levelling the competitive landscape and ushering in a new era of human
empowerment. With the techniques presented here, this is something we can all partake
in.Before we do, let’s take a closer a look at what we’re talking about and get everyone on the
same page.Invention, Entrepreneurship And InnovationMost people consider the term
innovation to mean the creation of something new and useful, but it depends on who you ask. I
like to think of innovation as sitting in the middle of the see-saw ridden by invention and
entrepreneurship. Innovation connects the novelty of the invention with the purpose and value of
entrepreneurship. My inclusion of entrepreneurship may seem strange to many and as if it
deviates slightly from the mainstream understanding of innovation but bear with me. By



entrepreneurship I mean the activity of undertaking projects to provide products or services
which society demands and hence finds useful and necessary. Often these activities have a
commercial aspect involved. However, what is always common to entrepreneurship is a specific
type of risk which is core to innovation. To differentiate these terms better, let’s consider some
examples.InventionThe world is full of new or useful things. Of course, possessing one without
the other is not what anyone would consider an innovation. For example, the “genius” who
invented the splife (spoon with a knife edge) surely originated a new idea, however anyone with
a drop of entrepreneurism coursing through their veins would ignore such a useless idea. Given
that the quickest way of removing the splife is via your cheek, few people would consider it
useful; calling it an innovation is as astute as investing in square
wheels.EntrepreneurshipExamples of pure entrepreneurship abound as well. Here, the goal is
simply to provide something of value instead of introducing a new product or service. For
example, Burger King could be seen as a purely entrepreneurial venture, at least initially. The
pair who began that particular fast food chain came up with the idea after visiting one of the
McDonald Brothers’ original stores. And even when the chain was being restructured, they hired
McDonald’s executive, Donald N. Smith, to reboot their own foundation. Not that Burger King
hasn’t introduced any innovations, even in the early years, it’s just that the initial goal appeared
to be a purely entrepreneurial one.InnovationThe fulcrum of the seesaw is innovation. True
innovations include well-known items such as the typewriter, telegraph, telephone, personal
computer and photocopier. Not only were each of these new (in some sense), but they were also
immensely useful, which lead to their widespread adoption and success. When people think of
the word innovation, they often think of era-defining, revolutionary products such as the
telephone or Internet, but that is only a small part of the picture. Innovations take all forms from
disruptive technologies to equally important, small improvements of existing products or
services.For many innovations, the revolutionary step was not to invent something completely
new, but merely to add a final touch or new feature to an extant idea. Such small, incremental
innovations can lead to massive successes, e.g. the personal computer. Our desktop friends
became the natural consequence of shrinking the room-filling mainframe computers of
yesteryear. Even a major breakthrough like the Internet was only the end result of a long
technological march towards its final widespread and disruptive acceptance. The power of the
Internet was unleashed after many individual parts fused together, from software, to hardware, to
new business models.In fact, being the first to launch a genuinely new or disruptive idea can be
a disadvantage. Despite Xerox being the first company to invent the personal computer as we
know it, they were the last to profit from it. Xerox endured IBM, Apple and a host of other
companies run off with the winnings. It may seem unexpected, but often adding just an
incremental innovation to an already established idea can catapult one to success, as is shown
by products such as smartphones.This is not to say that incremental innovations are more
important than disruptive ones. One just needs to see the whole spectrum of pioneering activity
to recognize and foster it in their day-to-day life and organizations. Small improvements can be



just as successful as large ones (depending on how you measure it!) and we will constantly be
presented with opportunities for both. Hence, our toolbox should contain strategies to deal with
incremental as well as disruptive innovation.Everyone Is UniqueSo what is the elixir of courage
that can drown the natural risk aversion in us? Unfortunately, there is no one magic recipe,
because everyone is unique. For example, it has been shown that people’s innovation threshold
varies wildly. This is not just about people’s ability to innovate, but especially their willingness to
innovate. Robert Sternberg, former dean at Tufts University and a leading creativity scholar,
claims that, “creativity is in large part a decision that anyone can make but that few people
actually do make because they find the costs to be too high.”So, according to Sternberg, if we
simply create the right conditions, we can spur innovation along. Innovation experts Paddy Miller
and Thomas Wedell-Wedellsborg write in their acclaimed Innovation as Usual book, “what is key
about these people is that they won’t … [innovate] if the personal cost of persistence is too
high.”And what personal cost is higher than failure? One of the key conditions to promote the
desired behavior is clearly a low risk environment powered by low risk innovation tools.Although
different people have different risk affinities, you may not know that your own appetite for risk
changes, based primarily on what you are betting on. For example, research has shown that we
tend to be more risk averse when gambling for a gain than when trying to avoid the same loss.
Hence, even though you may think you always behave in the same way regardless of the
situation, this isn’t the case.But it is not just for losses and gains that we change our risk profile.
A racing car driver pushes his car to the limit on the race track, risking his life and that of those
around him. When he drives home in his own car though, he may not even be willing to drive
through an orange light, i.e. he is completely risk averse. Scientist have even been able to
demonstrate this type of behavior in rats by altering the expression of certain genes in their
brains which means the changes are inherent in the brain and so capable of occurring given the
right circumstances.So you may look at your favorite entrepreneur and think all that it requires to
get your idea off the ground is to be less risk adverse. This belief is wrong. Each situation is
unique and presents a level of risk that may even scare off the most battle-hardened hazard
hustlers. So searching for cheaper, less risky ways to innovate is the perfect strategy to demolish
the psychological barriers of entry into the world of innovation.And the remaining few who are
risk seekers in everything they do? Well, wouldn’t it be worthwhile to minimize the damage each
loss does and so become more successful? Especially if doing so was cheap and
easy.Innovating On The CheapBeing innovative is to wager your mental horsepower against the
world. It is you and your idea against everyone else. Such a challenge is daunting, to say the
least, so help is welcomed by most sane innovators.We know that innovation can be expensive
and has a high chance of failure. Everyone has heard the maxim that 90% of all entrepreneurs
fail. So where does that leave these risk takers?Well, depending on how you measure success,
the reality is worse. It has been shown that as few as 7% of all innovators successfully
commercialize their inventions. Other studies have shown that 4% of innovation initiatives
achieve their internally defined success criteria. Only 12% of research and development projects



even return their capital cost.So why would anyone bother innovating? Given that the odds are
stacked against you, why would you devote yourself to something which is so likely to fail? Sure,
we all play things like the Lotto or enjoy the odd bit of gambling, but that’s only a few dollars (in
most cases!). So that an innovative concept becomes reality, it normally involves a significant
expenditure of our time, effort and money.For companies, the purpose of innovation is clear. A
focus on innovation and making it a part of corporate culture leads to increased profits, market
value, survival in the market jungle and much more. But because companies are operated, of
course, by people (at some level), it is people who must take the risks and make the decisions.
Hence, in certain situations, commercial expediency forces many corporate executives to take
on the risks of innovation and learn to deal with them. As the methods in this book show, what
types of risks and exactly how they are taken can be significantly influenced by the individual.
When the right techniques are used, they can mean the difference between a cheap experiment
and an expensive failure.If we zoom out and examine many companies’ and startups’ innovation
strategies, we notice two major low risk strategies often employed by organizations worldwide
when launching risky and innovative products or services:Copy a successful, similar product or
service and adjust it to the current problem.Incrementally innovate towards the final goal via a
“lean” or “agile” methodology, checking and testing the idea along the way to minimize risk and
abandon detrimental ideas as early as possible.These strategies minimize risk by working with
frameworks which have proven to be successful and, in the first case, the strategy is a well-
known and understood one. The second paradigm has become very popular in the last 20 years.
Instead of going “all in” on one or two big ideas, the goal is to be able to place many bets by
failing cheaply and fast so that you can keep churning out and testing new ideas.This method of
innovating is one of the driving forces behind the new innovation tools presented here. Ways of
cheaply testing ideas and therefore lowering risk will always improve your innovation chances by
weeding out the bad ideas and allowing your good ones to blossom. And in fact, this leads us to
the next point.So What About The Other Stuff?Fundamentally, risk underlies all innovative
processes and successful innovation means managing this risk appropriately. A good first step
is to adopt a risk management perspective to innovate in a low-risk way. These frameworks
usually contain best practice processes, but what is almost invariably missing is a set of specific
methods to achieve the desired process outcomes. The tools presented in this book will provide
you with the meat on your framework bones to implement your low-risk management
strategy.For example, the ISO 31000 risk standard provides guidance on the management of
risk in almost any situation. Its publication by the International Organization for Standards in
2009 was a milestone. The structure and principles build on the extremely successful AS/NZS
4360 risk management system developed in Australia and New Zealand. According to the
standard, risk is seen as the “effect of uncertainty on objectives” and the management of it is
defined as “coordinated activities to direct and control an organization with regard to risk.”A
critical part of defining risk is the word objectives. Objectives vary across industries and even
within an industry. They can include minimizing cost, minimizing damage to reputation,



minimizing risk of ineffective processes, but they could also be very specific, like building a
smartphone.At the core of the global standard is a risk management framework, which outlines
powerful principles and also demands risk mitigation strategies to reduce the risk associated
with achieving a given objective. When assessing the risk of your objectives, you will need to find
the best possible tools to mitigate the risks you identify. Such tools are the muscles that move
your entire risk framework and also the focus of this book.Those who are involved in the startup
scene should be aware of an extremely popular framework for risk management known as the
Lean Startup. Popularized by Eric Ries in his book The Lean Startup, its management principles
focus on powerful objectives for new product and service development, in particular for new
companies attempting to build a business around their latest offerings.The centerpiece of Ries’
strategy is to focus on learning and testing hypotheses, both in products and organizational
efficiency, as quickly and cheaply as possible to minimize waste. Startups should focus on those
things which lead to validated successes and bring a startup closer to its goals. At the same
time, this should be done in a way that incorporates customer feedback as early in the
development cycle as possible, and so focuses on concepts like a Minimum Viable Product for
customers to test. It is a powerful process used by both tiny startups and, perhaps surprisingly,
large multinationals worldwide.The Lean Startup methodology (like the ISO Standard) is
process-focused, rather than content-focused, so you need to figure out for yourself what
content you require to achieve your objectives. By having a clear focus on your goals and where
you want to go, my book will provide you with the vehicle to take you there. By the end of this
book, you will be able to fill some of the world’s most successful processes with the world’s most
successful content.My Innovation AgendaI will take you on a journey to master six of the major
tools to minimize your innovation risk that are available right now. These six methods are really
toolboxes containing many techniques, all proven to significantly improve the delivery of your
breakthrough ideas by maximizing your chances of success.We will closely examine everything,
from how you can use the minds of the world for your own purposes, to ways of cheaply and
effectively exploiting capital-intensive tools. The choice of topics was driven by methods known
to work and demonstrated to reduce innovation risk. There’s no unproven theories or esoteric
philosophy here.The strategies presented in this book are not the only ones available to reduce
your innovation risk; they are simply some of the most powerful. Other successful methods to
lower risk, such as technology brokering, have been demonstrated by none other than one of the
world’s most impressive innovators, Thomas Edison.The idea behind technology brokering is to
lower the cost of innovation by combining known technology—”off the shelf” components—to
create a new solution. The so-called Wizard of Menlo Park used to say that to innovate you need
a good imagination and a pile of junk (not a pile of expensive things!). In other words, innovation
can and should be done cheaply.Edison not only talked the talk, he also walked the walk. When
he was developing his first functioning light bulb, he initially designed an experimental version in
which he could easily replace the filament to test many possibilities. During this phase Edison
tested horsehair, cork, rubber, grass fibers, wrapping paper, fishing line, silk and even the beard



hair from his laboratory workers. His choice of material was guided by a systematic attempt to
test easily acquirable and cheap products. This meant that as soon as one of his trial materials
was found suitable as a filament, not only was the cost of his experiments kept down, but ipso
facto the later production cost too. This is an important lesson we can all learn from.Another area
of new low risk tools and techniques not addressed in this book is talent acquisition. It is here
that we are also seeing significant risk-shrinking developments which are making it simpler to
access the best people through a host of software and online tools. Websites such as LinkedIn,
UpWork and YourEncore are some of the biggest service providers in this regard. Being able to
easily find and scale up human resources on an as-needed basis, in a similar way to software
(examined in a later chapter), is a massive boon. It reduces the risk of committing to employing
thousands of people for unproven products. Not to mention the time and money saved from not
having to filter candidates or hire expensive recruiting agencies means startups (and even large
corporations!) can focus their limited resources on their core objectives.Technology brokering
and talent acquisition are some of a number of methods to reduce innovation risk which are not
considered by this book. While important, these methodologies were left out because they are a
less than perfect fit with my choice of topics.Of course, there’s only so much room in a single
book. Naturally, there are a few sub-topics I do touch on which could be explored in more depth.
Sometimes that’s because the technique is new and its usage is not as clear as I would like, or
the application is rather straightforward and self-evident. Whenever possible, I’ve included
references to provide you more “nuts and bolts” details.For example, one topic which could be
discussed further, is the wave of new online learning platforms such as Udacity, edX and many
more. Companies such as these are lowering the barriers of knowledge acquisition. This in turn
complements several techniques presented in the following chapters. By being able to cheaply
and easily access the requisite knowledge for a job, many unnecessary pitfalls can be avoided.
However, at the time of writing, the industry was still in a state of constant flux with many
seemingly good business models failing and new, more promising ones appearing.Another
topic, only addressed in a tangential fashion in some of the chapters, is simply the access to
customers. Whether via new marketing techniques such as AdWords, partnerships with e-
commerce companies (Etsy, Ebook Library, etc.) or physical stores (Quirky, Target, Best Buy,
etc.), there are many opportunities lowering the innovation risk for companies. Especially by
making the launch into new and competitive markets simpler and more effective. These services
and tools are often able to provide customer intelligence and detailed analytics, thus making a
successful product launch that much more likely. AdWords and other such tools are covered
quite extensively in a number of other resources, so it seemed unnecessary to repeat their best
practices in this book.So What Will I Get From This Book?This book will reveal to you the best
tools available to drive your innovation agenda in the lowest risk and most effective way possible.
Each technique will be defined and then examined in detail via numerous case studies to allow
the reader to find analogous situations to the one he or she is currently facing. Finally each
chapter will draw a conclusion outlining some final considerations which should be borne in



mind when using the methods expounded therein.Beyond these practical benefits, by the end of
the final chapter, you will also understand why low risk innovation is more important than simply
making innovations more likely to succeed. At the conclusion of the book, I will introduce you to
the virtuous cycle of innovation and provide some evidence as to why I believe my hypothesis
about virtuous innovation cycles is true. So no matter what your goals are, the overall benefits
you derive will probably be bigger than your initial goals and lead you down an unexpectedly
rewarding path.Before We BeginA final important note to remember is that even with an
innovation toolbox of effective, inexpensive tools, there is still a lot of luck involved when
innovating. Luck—that is, everything else we can’t quantify or currently explain—plays a big role
in uncertainty and risk. Part of this can be mitigated with the tools presented here, but part of it is
simply out of your control.When two young budding entrepreneurs tried to sell their business to
Excite for $750,000, the CEO of Excite rejected the offer thinking the company was not worth the
money. With few other options, the young businessmen kept slugging away. Today, they control
one of the giants of the internet world, Google. Had they sold their business for $750,000, who
knows whether Google would be the household name it has since become.I hope to inspire you
to search for cheaper and less risky ways to innovate. Especially, to help you in your endeavors
so you don’t end up exhausting your resources on one idea. By looking at the techniques others
have found to lower their risk, we can hopefully draw parallels with what we are doing and raise
our chances of success. As more people start using the techniques presented here, the number
of innovators who fail will be less likely to be 90% and more likely to be 9%.Remember, the
secret to innovation is not to avoid failure, but to keep your failures cheap and to learn from them.
For most of us then, with less time and money invested in our innovations, our successes and
failures will seem like they are part of an enjoyable hobby that we do in our spare time. And who
ever really cared that much about failing at a hobby? You can always find a new one.Chapter
1Why More Innovation?Imagine you are sitting in a classroom learning a foreign language, just
like thousands of other students across the country. The teacher utters a phrase in an unfamiliar
vernacular which you struggle to understand. Then comes the ritual: someone is asked to
translate what was just said. Like your fellow pupils around you, you crouch down and gaze
around in an attempt to avoid the teacher’s radar glare.You quietly pray that some smart kid in
the front row will answer the question first, but the eagle eye focuses on you. Without a chance
to proclaim your sudden terminal illness, you are asked to translate. Choking on the words, you
mumble something which sounds half-correct. To your surprise the teacher nods in approval and
asks the usual question, “Now why was that so hard?”So why didn’t you jump at the opportunity
to rise to the challenge and show your intelligence? Or your fellow pupils for that matter? We’ve
all experienced this situation, so we all understand the difficulty. But what is the real reason for
our apprehension?Many explanations have been given as to why we play it safe in such
situations. Everyone from psychologists to economists have opined on this. Research, however,
has shown there are many factors in place. Most of them fear related. The fear of peer attention
and looking too smart, fear of giving a wrong answer and looking dumb, fear of being the



teacher’s personal answering machine, etc.Acquiring a new language is an extremely valuable
skill in our globalized world. By answering the teacher’s questions, you consolidate your
knowledge of the foreign language and test the understanding you have gained so far. Such
opportunities are the fast track way to better language proficiency. The benefits must outweigh
the anxieties, so why hesitate?Answering this simple, but all-important question is the common
thread found throughout this book. The fears hampering our progress in learning a new
language are comparable to the fears hampering our ability to achieve what we are capable of in
other areas of life. As with acquiring a foreign language, something as unsophisticated as
reducing fears can be a catalyst for achievement and innovation. But how do we reduce fears?
Lower the risk.By making results feel more certain and our dreams seem less risky, we are
moving into a space where the impossible suddenly seems possible. And if there is one activity
where risk plays the deciding role, it is innovation. Whether exploring the unknown, betting on a
hunch or commercializing a risky technology; these speculative endeavors can all reside under
the buzzword of innovation. So to drive more innovation, I propose reducing the risk involved as
a means of lowering this seemingly fundamental execution hurdle.The reasoning goes, if we
could innovate without the fear of failing, of being seen as a loser by our peers, or losing money,
then maybe we too would innovate more. Research has shown that given an equal chance of
winning or losing a fixed amount, we consider the potential loss to outweigh the equivalent
possible gains. Just as in foreign languages, if you didn’t consider an activity or pursuit to be too
risky, then you might launch yourself gung-ho into realizing your dreams.But how can we reduce
the perceived risks causing these fears? Well, what if you were given the choice of “having a go”
without feeling dumb for failing, without feeling like a loser, or simply without any negative
consequences? What if I told you there exists a multitude of powerful techniques to do just that
and get you closer to your dream? A fearless way to innovate. This can now be your reality.In this
book, I will take you on a guided tour of ideas and technologies which promise to do just
that.They are ushering in new ways of being innovative with minimal risk. They are granting the
people using them a novel means of testing ideas without sending them financially or mentally
bankrupt. They are allowing people to pursue their dreams and test ideas before wholly
committing to them. By doing so, people risk failing at a “hobby” rather than their career. How
does that sound? A failed hobby is, after all, much easier to stomach than a failed career.If
innovation were like this for everybody, where you could simply muck around with the next
Google, Tesla, or Ebook Library, then unleashing this innovation potential in society could
unchain the wildebeests of creative destruction, levelling the competitive landscape and
ushering in a new era of human empowerment. With the techniques presented here, this is
something we can all partake in.Before we do, let’s take a closer a look at what we’re talking
about and get everyone on the same page.Invention, Entrepreneurship And InnovationMost
people consider the term innovation to mean the creation of something new and useful, but it
depends on who you ask. I like to think of innovation as sitting in the middle of the see-saw
ridden by invention and entrepreneurship. Innovation connects the novelty of the invention with



the purpose and value of entrepreneurship. My inclusion of entrepreneurship may seem strange
to many and as if it deviates slightly from the mainstream understanding of innovation but bear
with me. By entrepreneurship I mean the activity of undertaking projects to provide products or
services which society demands and hence finds useful and necessary. Often these activities
have a commercial aspect involved. However, what is always common to entrepreneurship is a
specific type of risk which is core to innovation. To differentiate these terms better, let’s consider
some examples.InventionThe world is full of new or useful things. Of course, possessing one
without the other is not what anyone would consider an innovation. For example, the “genius”
who invented the splife (spoon with a knife edge) surely originated a new idea, however anyone
with a drop of entrepreneurism coursing through their veins would ignore such a useless idea.
Given that the quickest way of removing the splife is via your cheek, few people would consider it
useful; calling it an innovation is as astute as investing in square
wheels.EntrepreneurshipExamples of pure entrepreneurship abound as well. Here, the goal is
simply to provide something of value instead of introducing a new product or service. For
example, Burger King could be seen as a purely entrepreneurial venture, at least initially. The
pair who began that particular fast food chain came up with the idea after visiting one of the
McDonald Brothers’ original stores. And even when the chain was being restructured, they hired
McDonald’s executive, Donald N. Smith, to reboot their own foundation. Not that Burger King
hasn’t introduced any innovations, even in the early years, it’s just that the initial goal appeared
to be a purely entrepreneurial one.InnovationThe fulcrum of the seesaw is innovation. True
innovations include well-known items such as the typewriter, telegraph, telephone, personal
computer and photocopier. Not only were each of these new (in some sense), but they were also
immensely useful, which lead to their widespread adoption and success. When people think of
the word innovation, they often think of era-defining, revolutionary products such as the
telephone or Internet, but that is only a small part of the picture. Innovations take all forms from
disruptive technologies to equally important, small improvements of existing products or
services.For many innovations, the revolutionary step was not to invent something completely
new, but merely to add a final touch or new feature to an extant idea. Such small, incremental
innovations can lead to massive successes, e.g. the personal computer. Our desktop friends
became the natural consequence of shrinking the room-filling mainframe computers of
yesteryear. Even a major breakthrough like the Internet was only the end result of a long
technological march towards its final widespread and disruptive acceptance. The power of the
Internet was unleashed after many individual parts fused together, from software, to hardware, to
new business models.In fact, being the first to launch a genuinely new or disruptive idea can be
a disadvantage. Despite Xerox being the first company to invent the personal computer as we
know it, they were the last to profit from it. Xerox endured IBM, Apple and a host of other
companies run off with the winnings. It may seem unexpected, but often adding just an
incremental innovation to an already established idea can catapult one to success, as is shown
by products such as smartphones.This is not to say that incremental innovations are more



important than disruptive ones. One just needs to see the whole spectrum of pioneering activity
to recognize and foster it in their day-to-day life and organizations. Small improvements can be
just as successful as large ones (depending on how you measure it!) and we will constantly be
presented with opportunities for both. Hence, our toolbox should contain strategies to deal with
incremental as well as disruptive innovation.Everyone Is UniqueSo what is the elixir of courage
that can drown the natural risk aversion in us? Unfortunately, there is no one magic recipe,
because everyone is unique. For example, it has been shown that people’s innovation threshold
varies wildly. This is not just about people’s ability to innovate, but especially their willingness to
innovate. Robert Sternberg, former dean at Tufts University and a leading creativity scholar,
claims that, “creativity is in large part a decision that anyone can make but that few people
actually do make because they find the costs to be too high.”So, according to Sternberg, if we
simply create the right conditions, we can spur innovation along. Innovation experts Paddy Miller
and Thomas Wedell-Wedellsborg write in their acclaimed Innovation as Usual book, “what is key
about these people is that they won’t … [innovate] if the personal cost of persistence is too
high.”And what personal cost is higher than failure? One of the key conditions to promote the
desired behavior is clearly a low risk environment powered by low risk innovation tools.Although
different people have different risk affinities, you may not know that your own appetite for risk
changes, based primarily on what you are betting on. For example, research has shown that we
tend to be more risk averse when gambling for a gain than when trying to avoid the same loss.
Hence, even though you may think you always behave in the same way regardless of the
situation, this isn’t the case.But it is not just for losses and gains that we change our risk profile.
A racing car driver pushes his car to the limit on the race track, risking his life and that of those
around him. When he drives home in his own car though, he may not even be willing to drive
through an orange light, i.e. he is completely risk averse. Scientist have even been able to
demonstrate this type of behavior in rats by altering the expression of certain genes in their
brains which means the changes are inherent in the brain and so capable of occurring given the
right circumstances.So you may look at your favorite entrepreneur and think all that it requires to
get your idea off the ground is to be less risk adverse. This belief is wrong. Each situation is
unique and presents a level of risk that may even scare off the most battle-hardened hazard
hustlers. So searching for cheaper, less risky ways to innovate is the perfect strategy to demolish
the psychological barriers of entry into the world of innovation.And the remaining few who are
risk seekers in everything they do? Well, wouldn’t it be worthwhile to minimize the damage each
loss does and so become more successful? Especially if doing so was cheap and
easy.Innovating On The CheapBeing innovative is to wager your mental horsepower against the
world. It is you and your idea against everyone else. Such a challenge is daunting, to say the
least, so help is welcomed by most sane innovators.We know that innovation can be expensive
and has a high chance of failure. Everyone has heard the maxim that 90% of all entrepreneurs
fail. So where does that leave these risk takers?Well, depending on how you measure success,
the reality is worse. It has been shown that as few as 7% of all innovators successfully



commercialize their inventions. Other studies have shown that 4% of innovation initiatives
achieve their internally defined success criteria. Only 12% of research and development projects
even return their capital cost.So why would anyone bother innovating? Given that the odds are
stacked against you, why would you devote yourself to something which is so likely to fail? Sure,
we all play things like the Lotto or enjoy the odd bit of gambling, but that’s only a few dollars (in
most cases!). So that an innovative concept becomes reality, it normally involves a significant
expenditure of our time, effort and money.For companies, the purpose of innovation is clear. A
focus on innovation and making it a part of corporate culture leads to increased profits, market
value, survival in the market jungle and much more. But because companies are operated, of
course, by people (at some level), it is people who must take the risks and make the decisions.
Hence, in certain situations, commercial expediency forces many corporate executives to take
on the risks of innovation and learn to deal with them. As the methods in this book show, what
types of risks and exactly how they are taken can be significantly influenced by the individual.
When the right techniques are used, they can mean the difference between a cheap experiment
and an expensive failure.If we zoom out and examine many companies’ and startups’ innovation
strategies, we notice two major low risk strategies often employed by organizations worldwide
when launching risky and innovative products or services:Copy a successful, similar product or
service and adjust it to the current problem.Incrementally innovate towards the final goal via a
“lean” or “agile” methodology, checking and testing the idea along the way to minimize risk and
abandon detrimental ideas as early as possible.These strategies minimize risk by working with
frameworks which have proven to be successful and, in the first case, the strategy is a well-
known and understood one. The second paradigm has become very popular in the last 20 years.
Instead of going “all in” on one or two big ideas, the goal is to be able to place many bets by
failing cheaply and fast so that you can keep churning out and testing new ideas.This method of
innovating is one of the driving forces behind the new innovation tools presented here. Ways of
cheaply testing ideas and therefore lowering risk will always improve your innovation chances by
weeding out the bad ideas and allowing your good ones to blossom. And in fact, this leads us to
the next point.So What About The Other Stuff?Fundamentally, risk underlies all innovative
processes and successful innovation means managing this risk appropriately. A good first step
is to adopt a risk management perspective to innovate in a low-risk way. These frameworks
usually contain best practice processes, but what is almost invariably missing is a set of specific
methods to achieve the desired process outcomes. The tools presented in this book will provide
you with the meat on your framework bones to implement your low-risk management
strategy.For example, the ISO 31000 risk standard provides guidance on the management of
risk in almost any situation. Its publication by the International Organization for Standards in
2009 was a milestone. The structure and principles build on the extremely successful AS/NZS
4360 risk management system developed in Australia and New Zealand. According to the
standard, risk is seen as the “effect of uncertainty on objectives” and the management of it is
defined as “coordinated activities to direct and control an organization with regard to risk.”A



critical part of defining risk is the word objectives. Objectives vary across industries and even
within an industry. They can include minimizing cost, minimizing damage to reputation,
minimizing risk of ineffective processes, but they could also be very specific, like building a
smartphone.At the core of the global standard is a risk management framework, which outlines
powerful principles and also demands risk mitigation strategies to reduce the risk associated
with achieving a given objective. When assessing the risk of your objectives, you will need to find
the best possible tools to mitigate the risks you identify. Such tools are the muscles that move
your entire risk framework and also the focus of this book.Those who are involved in the startup
scene should be aware of an extremely popular framework for risk management known as the
Lean Startup. Popularized by Eric Ries in his book The Lean Startup, its management principles
focus on powerful objectives for new product and service development, in particular for new
companies attempting to build a business around their latest offerings.The centerpiece of Ries’
strategy is to focus on learning and testing hypotheses, both in products and organizational
efficiency, as quickly and cheaply as possible to minimize waste. Startups should focus on those
things which lead to validated successes and bring a startup closer to its goals. At the same
time, this should be done in a way that incorporates customer feedback as early in the
development cycle as possible, and so focuses on concepts like a Minimum Viable Product for
customers to test. It is a powerful process used by both tiny startups and, perhaps surprisingly,
large multinationals worldwide.The Lean Startup methodology (like the ISO Standard) is
process-focused, rather than content-focused, so you need to figure out for yourself what
content you require to achieve your objectives. By having a clear focus on your goals and where
you want to go, my book will provide you with the vehicle to take you there. By the end of this
book, you will be able to fill some of the world’s most successful processes with the world’s most
successful content.My Innovation AgendaI will take you on a journey to master six of the major
tools to minimize your innovation risk that are available right now. These six methods are really
toolboxes containing many techniques, all proven to significantly improve the delivery of your
breakthrough ideas by maximizing your chances of success.We will closely examine everything,
from how you can use the minds of the world for your own purposes, to ways of cheaply and
effectively exploiting capital-intensive tools. The choice of topics was driven by methods known
to work and demonstrated to reduce innovation risk. There’s no unproven theories or esoteric
philosophy here.The strategies presented in this book are not the only ones available to reduce
your innovation risk; they are simply some of the most powerful. Other successful methods to
lower risk, such as technology brokering, have been demonstrated by none other than one of the
world’s most impressive innovators, Thomas Edison.The idea behind technology brokering is to
lower the cost of innovation by combining known technology—”off the shelf” components—to
create a new solution. The so-called Wizard of Menlo Park used to say that to innovate you need
a good imagination and a pile of junk (not a pile of expensive things!). In other words, innovation
can and should be done cheaply.Edison not only talked the talk, he also walked the walk. When
he was developing his first functioning light bulb, he initially designed an experimental version in



which he could easily replace the filament to test many possibilities. During this phase Edison
tested horsehair, cork, rubber, grass fibers, wrapping paper, fishing line, silk and even the beard
hair from his laboratory workers. His choice of material was guided by a systematic attempt to
test easily acquirable and cheap products. This meant that as soon as one of his trial materials
was found suitable as a filament, not only was the cost of his experiments kept down, but ipso
facto the later production cost too. This is an important lesson we can all learn from.Another area
of new low risk tools and techniques not addressed in this book is talent acquisition. It is here
that we are also seeing significant risk-shrinking developments which are making it simpler to
access the best people through a host of software and online tools. Websites such as LinkedIn,
UpWork and YourEncore are some of the biggest service providers in this regard. Being able to
easily find and scale up human resources on an as-needed basis, in a similar way to software
(examined in a later chapter), is a massive boon. It reduces the risk of committing to employing
thousands of people for unproven products. Not to mention the time and money saved from not
having to filter candidates or hire expensive recruiting agencies means startups (and even large
corporations!) can focus their limited resources on their core objectives.Technology brokering
and talent acquisition are some of a number of methods to reduce innovation risk which are not
considered by this book. While important, these methodologies were left out because they are a
less than perfect fit with my choice of topics.Of course, there’s only so much room in a single
book. Naturally, there are a few sub-topics I do touch on which could be explored in more depth.
Sometimes that’s because the technique is new and its usage is not as clear as I would like, or
the application is rather straightforward and self-evident. Whenever possible, I’ve included
references to provide you more “nuts and bolts” details.For example, one topic which could be
discussed further, is the wave of new online learning platforms such as Udacity, edX and many
more. Companies such as these are lowering the barriers of knowledge acquisition. This in turn
complements several techniques presented in the following chapters. By being able to cheaply
and easily access the requisite knowledge for a job, many unnecessary pitfalls can be avoided.
However, at the time of writing, the industry was still in a state of constant flux with many
seemingly good business models failing and new, more promising ones appearing.Another
topic, only addressed in a tangential fashion in some of the chapters, is simply the access to
customers. Whether via new marketing techniques such as AdWords, partnerships with e-
commerce companies (Etsy, Ebook Library, etc.) or physical stores (Quirky, Target, Best Buy,
etc.), there are many opportunities lowering the innovation risk for companies. Especially by
making the launch into new and competitive markets simpler and more effective. These services
and tools are often able to provide customer intelligence and detailed analytics, thus making a
successful product launch that much more likely. AdWords and other such tools are covered
quite extensively in a number of other resources, so it seemed unnecessary to repeat their best
practices in this book.So What Will I Get From This Book?This book will reveal to you the best
tools available to drive your innovation agenda in the lowest risk and most effective way possible.
Each technique will be defined and then examined in detail via numerous case studies to allow



the reader to find analogous situations to the one he or she is currently facing. Finally each
chapter will draw a conclusion outlining some final considerations which should be borne in
mind when using the methods expounded therein.Beyond these practical benefits, by the end of
the final chapter, you will also understand why low risk innovation is more important than simply
making innovations more likely to succeed. At the conclusion of the book, I will introduce you to
the virtuous cycle of innovation and provide some evidence as to why I believe my hypothesis
about virtuous innovation cycles is true. So no matter what your goals are, the overall benefits
you derive will probably be bigger than your initial goals and lead you down an unexpectedly
rewarding path.Before We BeginA final important note to remember is that even with an
innovation toolbox of effective, inexpensive tools, there is still a lot of luck involved when
innovating. Luck—that is, everything else we can’t quantify or currently explain—plays a big role
in uncertainty and risk. Part of this can be mitigated with the tools presented here, but part of it is
simply out of your control.When two young budding entrepreneurs tried to sell their business to
Excite for $750,000, the CEO of Excite rejected the offer thinking the company was not worth the
money. With few other options, the young businessmen kept slugging away. Today, they control
one of the giants of the internet world, Google. Had they sold their business for $750,000, who
knows whether Google would be the household name it has since become.I hope to inspire you
to search for cheaper and less risky ways to innovate. Especially, to help you in your endeavors
so you don’t end up exhausting your resources on one idea. By looking at the techniques others
have found to lower their risk, we can hopefully draw parallels with what we are doing and raise
our chances of success. As more people start using the techniques presented here, the number
of innovators who fail will be less likely to be 90% and more likely to be 9%.Remember, the
secret to innovation is not to avoid failure, but to keep your failures cheap and to learn from them.
For most of us then, with less time and money invested in our innovations, our successes and
failures will seem like they are part of an enjoyable hobby that we do in our spare time. And who
ever really cared that much about failing at a hobby? You can always find a new one.Chapter
2Share The Risk And Increase The GainThe humble bike is a great symbol of the masses. It’s an
empowering tool that provides people around the globe with a faster and more efficient form of
mobility than a pair of feet. But this mode of transport has done much more than just accelerate
our passage from A to B; it has also turned the wheels of major historic events. From early
women’s liberation to massive sporting challenges, the bicycle provided a crucial mechanism to
reach humankind’s goals.It was upon this two-wheeled device that a young entrepreneur was
compelled to search for a way to solve an annoying problem. And in finding a solution, he would
invent a product that would open a landmark chapter in the recent history of crowdfunding. It was
an event that helped push crowdfunding into the attention of your average citizen and cemented
its credibility as a new way of financing risky ventures. But his story must wait a little while longer
because this new form of backing from the masses is only the beginnings of something much
bigger which we should address first.Crowdfunding is part of a wider movement in society
whereby large numbers of regular individuals can support projects and ventures by pledging



relatively small monetary contributions, rather than relying on a few large traditional investors—a
powerful risk reducing innovation technique. If we take a step back and see the bigger picture in
which crowdfunding is operating, then an even more disruptive phenomenon comes into view:
crowdsourcing.CrowdsourcingThe word crowdsourcing was coined in 2005 by two editors at
Wired Magazine, Jeff Howe and Mark Robinson. It arose after the pair noticed a proliferation of
businesses using the Internet to outsource work to the public at large. According to Jeff and
Mark, a crowdsourced activity is one where members of the public are sought to contribute to a
project by giving their time or money. Sometimes their contribution is compensated, and
sometimes it is done simply out of good will.Even before a name had been found to baptize this
phenomenon, crowdsourcing was already a major trend. During the early 2000s, many
companies embraced the crowd spirit to launch new ways of doing business, charity work and
almost anything which could be divided up into smaller parts doable by many individuals.Wait!
This must be the ultimate capitalistic business model, right? Devise something useful which an
individual cannot finish by his or herself. Create a platform to realize this goal and then
crowdsource the work to millions of faceless volunteers to complete the job. Free, or at least
cheap employees and limitless profit!This could not be further from the truth. Successful
crowdsourcing is difficult and fraught with problems. To engage a crowd usually requires one to
appeal to something else in people other than their desire to earn money. Even when offering
compensation, surprisingly, people will often rather volunteer their time than accept a small
payment to help others.In an example described in the landmark book, Predictably Irrational,
written by the renowned behavioral economist Dan Ariely, a group of lawyers were offered $30
an hour, instead of their usual far higher fees, to work for impoverished pensioners. The fairly
obvious result? They refused. However, in an unusual twist, the lawyers were then requested to
work on a pro bono basis, and they promptly agreed. Hence, the way to garner people’s
willingness to perform work is not as obvious as our intuitions may lead us to believe.However,
the volunteer vs. paid conundrum is typical of many decisions facing beginners wanting to
crowdsource a solution to a problem. So, if we decide not to engage people on a voluntary
basis, and there is a task which one can put a price tag on, then why shouldn’t one outsource
the job to the “crowd” and wait for the results? The first problem that arises is the deluge of
ideas. The many, many suggestions mean someone has to consider and evaluate them.It may or
may not be a good way to solve a problem—to dedicate resources to assess the crowd's
responses to a task. Those same resources may be better used solving the problem itself,
instead of sifting through the half-considered, half-baked idea-dough from amateurs. Especially
if the person reviewing the submitted ideas is a highly trained specialist.However, in reality many
companies assign the task of sifting through responses to junior staff to save money. Unpaid
interns are often used for this task, although it leaves one wondering how many good ideas are
shipwrecked in the shallow experience of the corporate ordinary seamen?One way of dealing
with this problem is to reemploy the crowd. Ask the crowd for the ideas and then ask them to
vote for the best one! For certain activities this can be a useful trick. However, just because



people are able to suggest solutions does not guarantee they are capable of successfully
evaluating them. We will return to these questions later on in the book and see a number of
examples of how to successfully address these issues.Despite these difficulties, to say that
crowdsourcing has been anything less than a revolution would be an understatement. The many
challenges which have been conquered by this method are impressive. One which most readers
will be familiar with and have probably used is Wikipedia.The effect Wikipedia has had on the
lives of net citizens is huge. The “wiki” is one of the top ten most visited websites in the world,
has nearly 35 million articles in 288 languages, and 500 million unique visitors each month.
Almost twice the population of the United States of America visits the website every month! Like
most Internet startups, it has achieved all this at the young age of only 15.Wikipedia is one of the
largest crowdsourced projects the world has yet seen. There are more than 19 million accounts
registered, almost the size of Australia’s population, and as of November 2014, there were
around 70,000 active editors.These contributors are not only producing one of the world’s
biggest repositories of information and knowledge, but at the same time facilitating another
revolution touched on in the later chapter about free knowledge. Not only are contributors
showing the power of crowdsourced work, but they are also providing fodder for the open
access revolution. Wikipedia entries are one and a half times more likely to refer to open access
articles than closed access articles, thereby they are also raising awareness of, and support for,
the laudable open access efforts. We will return to this theme later.The citizen’s encyclopedia is
a prime example of a crowdsourced, cost-cutting innovation. Its rise to prominence has helped
throw crowdsourcing into the limelight. Despite the novelty bestowed upon crowdsourcing by the
Internet and projects like the giant Internet encyclopedia, its basic principles have been around
for centuries. An early example of crowdsourcing is the definitive Oxford English Dictionary.To
create this cornerstone of the English language, back in the 19th century volunteers from all over
England scoured all available books and recorded the earliest usage and meaning of words in
all their possible contexts. This carefully collected information was sent to the masterpiece’s
editors, who then compiled the words into the final set of books. Without the Internet to help the
flow of information, the completed work took a little longer than its online cousin did to reach a
similar size—more than 70 years!The reason for our current interest in crowdsourcing is in what
it means for innovation. Crowdsourcing allows one to spread the risk of an enormous task
among thousands of people with the possibility of avoiding the financial liability of such workers.
The added benefit is that if disruptive innovations require disparate perspectives, crowdsourcing
is a great way to achieve that.In addition to obtaining crowd help with various activities or
projects, easy access to the public at large can also be used to gauge its reaction to a new idea
or product. This readily available feedback can help prevent one from plowing millions of dollars
into something that is likely to be a flop. This idea in turn has led to the rapid rise of
crowdfunding. Its dramatic effect on social ventures and innovation is only starting to become
clear.CrowdfundingAs a portmanteau word, “crowdsourcing,” has become so diverse that many
subcategories have arisen. For example, crowdcasting, crowdfixing, crowdtesting, as well as



another major development important for this chapter, known as crowdfunding. Crowdfunding
turns the crowdsourcing of work on its head. Instead of the crowd doing the work, you do the
work, and the crowd pays.Crowdfunding is a way for people to back ideas they believe in, simply
think are fun, or just because they want to. Platforms exploiting the mass funding model have
come to the fore in our Internet connected age because of the ease with which one can connect
with millions of financial sponsors.If you can convince one person to part with one dollar, then
that is all you have, one dollar. If, via leveraging the Internet, you can convince one million people
to part with one dollar, then who needs to court banks and rich investors? This is the principle
behind crowdfunding. It does not, of course, stop people from contributing more. In many
crowdfunded projects, there are people who may contribute tens of thousands of dollars merely
because they admire an idea and want to see it realized. If you do part with thousands of dollars
to help finance a project, then apart from receiving your own signed version of what you
supported, it is typical to receive perks such as meeting the inventor in a personalized gift
ceremony.Currently, there are thousands of projects on numerous platforms soliciting
crowdfunding. A quick Internet search revealed more than 35 such platforms operating at the
time of writing. This provides a plethora of choices and may actually make your crowdfunding
project more difficult to start than you thought! Despite the large number of platforms, there are
two major ones, Kickstarter and Indiegogo, which seem to dominate the rest.KickstarterLocated
in Brooklyn, New York, Kickstarter began operation on 28 April 2009. It was founded by three
artistically oriented entrepreneurs, Charles Adler, Yancey Strickler and Perry Chen. Kickstarter
was Perry Chen’s baby, having mulled it over in his head for years while he was struggling to get
his music career off the ground. He met Strickler in Brooklyn and, being the only person he knew
who had Internet skills, he suggested his idea to him.Charles Adler arrived later, in 2007, as a co-
founder and joined because, according to him, “[T]he vision was so compelling.” But it didn’t take
long for others to realize this too. Already in 2010, Kickstarter was named one of the “Best
Inventions of 2010” and the following year, one of the “Best Websites of 2011.” The platform has
grown strongly over the years, expanding to the UK, Canada, Australia and New Zealand in
2012 and 2013, and then to Northern Europe in 2014. To date, Kickstarter has achieved the
highest funded projects for any crowdfunding platform.To launch a campaign with Kickstarter,
you need to fit into one of the 13 categories allowed, be a creator, and abide by the prohibited
uses such as charities and awareness campaigns. If you are going on to produce hardware like
a new smartphone, then you have additional requirements such as evidence of a physical
prototype and having a manufacturing plan. All of this is designed to give people the feeling they
are backing serious, well thought-out projects and not just ordering products from Ebook
Library.Kickstarter backs projects in a wide range of categories. However, of all the categories,
Film & Video, Music and Games account for over half the money raised. In fact, Games raised
two out of every ten dollars pledged on Kickstarter in 2013, whereas about 10% of the films
accepted by the 2012 Sundance, Tribeca, and South by Southwest Film Festivals were funded
on Kickstarter. The quality and number of successful ventures going through this funding



platform are significant.IndiegogoThe other major crowdfunding site, with headquarters located
on the other side of the U.S. in San Francisco and only operating in America, is Indiegogo. It was
one of the first websites to offer crowdfunding and was started by three people experiencing a
similar difficulty. All three founders shared a passion for the idea of democratizing fundraising,
having had experience in industries where it was difficult to fund great projects that may not
return an obvious gain, usually financial, to backers.Chapter 2Share The Risk And Increase The
GainThe humble bike is a great symbol of the masses. It’s an empowering tool that provides
people around the globe with a faster and more efficient form of mobility than a pair of feet. But
this mode of transport has done much more than just accelerate our passage from A to B; it has
also turned the wheels of major historic events. From early women’s liberation to massive
sporting challenges, the bicycle provided a crucial mechanism to reach humankind’s goals.It
was upon this two-wheeled device that a young entrepreneur was compelled to search for a way
to solve an annoying problem. And in finding a solution, he would invent a product that would
open a landmark chapter in the recent history of crowdfunding. It was an event that helped push
crowdfunding into the attention of your average citizen and cemented its credibility as a new way
of financing risky ventures. But his story must wait a little while longer because this new form of
backing from the masses is only the beginnings of something much bigger which we should
address first.Crowdfunding is part of a wider movement in society whereby large numbers of
regular individuals can support projects and ventures by pledging relatively small monetary
contributions, rather than relying on a few large traditional investors—a powerful risk reducing
innovation technique. If we take a step back and see the bigger picture in which crowdfunding is
operating, then an even more disruptive phenomenon comes into view:
crowdsourcing.CrowdsourcingThe word crowdsourcing was coined in 2005 by two editors at
Wired Magazine, Jeff Howe and Mark Robinson. It arose after the pair noticed a proliferation of
businesses using the Internet to outsource work to the public at large. According to Jeff and
Mark, a crowdsourced activity is one where members of the public are sought to contribute to a
project by giving their time or money. Sometimes their contribution is compensated, and
sometimes it is done simply out of good will.Even before a name had been found to baptize this
phenomenon, crowdsourcing was already a major trend. During the early 2000s, many
companies embraced the crowd spirit to launch new ways of doing business, charity work and
almost anything which could be divided up into smaller parts doable by many individuals.Wait!
This must be the ultimate capitalistic business model, right? Devise something useful which an
individual cannot finish by his or herself. Create a platform to realize this goal and then
crowdsource the work to millions of faceless volunteers to complete the job. Free, or at least
cheap employees and limitless profit!This could not be further from the truth. Successful
crowdsourcing is difficult and fraught with problems. To engage a crowd usually requires one to
appeal to something else in people other than their desire to earn money. Even when offering
compensation, surprisingly, people will often rather volunteer their time than accept a small
payment to help others.In an example described in the landmark book, Predictably Irrational,



written by the renowned behavioral economist Dan Ariely, a group of lawyers were offered $30
an hour, instead of their usual far higher fees, to work for impoverished pensioners. The fairly
obvious result? They refused. However, in an unusual twist, the lawyers were then requested to
work on a pro bono basis, and they promptly agreed. Hence, the way to garner people’s
willingness to perform work is not as obvious as our intuitions may lead us to believe.However,
the volunteer vs. paid conundrum is typical of many decisions facing beginners wanting to
crowdsource a solution to a problem. So, if we decide not to engage people on a voluntary
basis, and there is a task which one can put a price tag on, then why shouldn’t one outsource
the job to the “crowd” and wait for the results? The first problem that arises is the deluge of
ideas. The many, many suggestions mean someone has to consider and evaluate them.It may or
may not be a good way to solve a problem—to dedicate resources to assess the crowd's
responses to a task. Those same resources may be better used solving the problem itself,
instead of sifting through the half-considered, half-baked idea-dough from amateurs. Especially
if the person reviewing the submitted ideas is a highly trained specialist.However, in reality many
companies assign the task of sifting through responses to junior staff to save money. Unpaid
interns are often used for this task, although it leaves one wondering how many good ideas are
shipwrecked in the shallow experience of the corporate ordinary seamen?One way of dealing
with this problem is to reemploy the crowd. Ask the crowd for the ideas and then ask them to
vote for the best one! For certain activities this can be a useful trick. However, just because
people are able to suggest solutions does not guarantee they are capable of successfully
evaluating them. We will return to these questions later on in the book and see a number of
examples of how to successfully address these issues.Despite these difficulties, to say that
crowdsourcing has been anything less than a revolution would be an understatement. The many
challenges which have been conquered by this method are impressive. One which most readers
will be familiar with and have probably used is Wikipedia.The effect Wikipedia has had on the
lives of net citizens is huge. The “wiki” is one of the top ten most visited websites in the world,
has nearly 35 million articles in 288 languages, and 500 million unique visitors each month.
Almost twice the population of the United States of America visits the website every month! Like
most Internet startups, it has achieved all this at the young age of only 15.Wikipedia is one of the
largest crowdsourced projects the world has yet seen. There are more than 19 million accounts
registered, almost the size of Australia’s population, and as of November 2014, there were
around 70,000 active editors.These contributors are not only producing one of the world’s
biggest repositories of information and knowledge, but at the same time facilitating another
revolution touched on in the later chapter about free knowledge. Not only are contributors
showing the power of crowdsourced work, but they are also providing fodder for the open
access revolution. Wikipedia entries are one and a half times more likely to refer to open access
articles than closed access articles, thereby they are also raising awareness of, and support for,
the laudable open access efforts. We will return to this theme later.The citizen’s encyclopedia is
a prime example of a crowdsourced, cost-cutting innovation. Its rise to prominence has helped



throw crowdsourcing into the limelight. Despite the novelty bestowed upon crowdsourcing by the
Internet and projects like the giant Internet encyclopedia, its basic principles have been around
for centuries. An early example of crowdsourcing is the definitive Oxford English Dictionary.To
create this cornerstone of the English language, back in the 19th century volunteers from all over
England scoured all available books and recorded the earliest usage and meaning of words in
all their possible contexts. This carefully collected information was sent to the masterpiece’s
editors, who then compiled the words into the final set of books. Without the Internet to help the
flow of information, the completed work took a little longer than its online cousin did to reach a
similar size—more than 70 years!The reason for our current interest in crowdsourcing is in what
it means for innovation. Crowdsourcing allows one to spread the risk of an enormous task
among thousands of people with the possibility of avoiding the financial liability of such workers.
The added benefit is that if disruptive innovations require disparate perspectives, crowdsourcing
is a great way to achieve that.In addition to obtaining crowd help with various activities or
projects, easy access to the public at large can also be used to gauge its reaction to a new idea
or product. This readily available feedback can help prevent one from plowing millions of dollars
into something that is likely to be a flop. This idea in turn has led to the rapid rise of
crowdfunding. Its dramatic effect on social ventures and innovation is only starting to become
clear.CrowdfundingAs a portmanteau word, “crowdsourcing,” has become so diverse that many
subcategories have arisen. For example, crowdcasting, crowdfixing, crowdtesting, as well as
another major development important for this chapter, known as crowdfunding. Crowdfunding
turns the crowdsourcing of work on its head. Instead of the crowd doing the work, you do the
work, and the crowd pays.Crowdfunding is a way for people to back ideas they believe in, simply
think are fun, or just because they want to. Platforms exploiting the mass funding model have
come to the fore in our Internet connected age because of the ease with which one can connect
with millions of financial sponsors.If you can convince one person to part with one dollar, then
that is all you have, one dollar. If, via leveraging the Internet, you can convince one million people
to part with one dollar, then who needs to court banks and rich investors? This is the principle
behind crowdfunding. It does not, of course, stop people from contributing more. In many
crowdfunded projects, there are people who may contribute tens of thousands of dollars merely
because they admire an idea and want to see it realized. If you do part with thousands of dollars
to help finance a project, then apart from receiving your own signed version of what you
supported, it is typical to receive perks such as meeting the inventor in a personalized gift
ceremony.Currently, there are thousands of projects on numerous platforms soliciting
crowdfunding. A quick Internet search revealed more than 35 such platforms operating at the
time of writing. This provides a plethora of choices and may actually make your crowdfunding
project more difficult to start than you thought! Despite the large number of platforms, there are
two major ones, Kickstarter and Indiegogo, which seem to dominate the rest.KickstarterLocated
in Brooklyn, New York, Kickstarter began operation on 28 April 2009. It was founded by three
artistically oriented entrepreneurs, Charles Adler, Yancey Strickler and Perry Chen. Kickstarter



was Perry Chen’s baby, having mulled it over in his head for years while he was struggling to get
his music career off the ground. He met Strickler in Brooklyn and, being the only person he knew
who had Internet skills, he suggested his idea to him.Charles Adler arrived later, in 2007, as a co-
founder and joined because, according to him, “[T]he vision was so compelling.” But it didn’t take
long for others to realize this too. Already in 2010, Kickstarter was named one of the “Best
Inventions of 2010” and the following year, one of the “Best Websites of 2011.” The platform has
grown strongly over the years, expanding to the UK, Canada, Australia and New Zealand in
2012 and 2013, and then to Northern Europe in 2014. To date, Kickstarter has achieved the
highest funded projects for any crowdfunding platform.To launch a campaign with Kickstarter,
you need to fit into one of the 13 categories allowed, be a creator, and abide by the prohibited
uses such as charities and awareness campaigns. If you are going on to produce hardware like
a new smartphone, then you have additional requirements such as evidence of a physical
prototype and having a manufacturing plan. All of this is designed to give people the feeling they
are backing serious, well thought-out projects and not just ordering products from Ebook
Library.Kickstarter backs projects in a wide range of categories. However, of all the categories,
Film & Video, Music and Games account for over half the money raised. In fact, Games raised
two out of every ten dollars pledged on Kickstarter in 2013, whereas about 10% of the films
accepted by the 2012 Sundance, Tribeca, and South by Southwest Film Festivals were funded
on Kickstarter. The quality and number of successful ventures going through this funding
platform are significant.IndiegogoThe other major crowdfunding site, with headquarters located
on the other side of the U.S. in San Francisco and only operating in America, is Indiegogo. It was
one of the first websites to offer crowdfunding and was started by three people experiencing a
similar difficulty. All three founders shared a passion for the idea of democratizing fundraising,
having had experience in industries where it was difficult to fund great projects that may not
return an obvious gain, usually financial, to backers.
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Douglas Brown, “Different ways of getting it done in the 21st century. A thorough review of the
tools and approaches you can take to bring an innovative idea into being. There is a constant
shift in perspective between the innovator and the investor, but at very early-stage innovations
there's a lot of synergy there, and if you're an entrepreneur it's handy to know what your angel is
looking for.A caution for you in reading the book is that you will not find out how to have a great
idea or what great ideas to have; the book says as much in its title and in the internal text. Its
point is to let you know that in the 21st Century there are many more ways to get a good idea
into play than seeking permission from a corporate bureaucracy.You can get other people to
validate and even contribute the initial ideas; you can build products yourself or even get others
to build it via crowd-sourcing; you can get crowd-funding or you can create collaborative
ventures. This book provides ample descriptions of the tools and mechanisms available to take
any of those routes.Probably the only weakness I'd cite is that the last chapter urges cross-
corporate cooperation as the grand solution for many evils, including the sky-rocketing cost and
occasional malpractices of drug research. It would reduce the risk inherent in such investments,
and thereby release R&D money to create even more innovation while reducing the incentives to
cheat. But he has to concede that the prescription hasn't actually been applied anywhere, so it's
still just a theory. For myself, I believe that people who are already millionaires but remain wiling
to gamble with other people's lives to make yet another buck aren't very likely to acquire a moral
compass just because you make it easier to do the right thing. They'll find some other way to
cheat because that's what they do.In reality, grand policy doesn't much matter to 99% of
entrepreneurs or investors. This is a solid read on what's happening in your world today.I
received a complimentary Kindle copy of this book for the purpose of reviewing it. That had no
impact on my assessment. Actions speak louder: I'll be citing it in my forthcoming book, the next
in the 
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     series, on risk management.”



Alan Gordon, “Gaining the skills and the ambience of innovation. Book ReviewInnovation Tools
by Evan ShellshearWhen we read the title, Innovation Tools, we expect a factual detailing of how
to succeed in innovation.When we read the pages, we’re caught up in an ambiance of
innovation. Shellshear literally takes us into the Room of Innovation so we see, hear, feel, taste,
and even smell innovation. He begins with the innovation of the era of innovation and we
experience innovation open like a flower. Shellshear invites us to come on board for the
voyage.We eyeball risk and feel empowered to move past that frightening gaze. We are
encouraged to begin with low cost; crowd-source when necessary; network at all times.The
innovation tools themselves are clearly presented, nuanced with the reality of the process. He
asks the questions that emerge from each tool and answers each one with a practicality that we
know that we will need when the going gets tough. A wide range of the human disciplines impart
the skills that are essential for success.Innovation Tools progresses from story to story as
Shellshear paints his big picture. The stories inspire us to enter the cauldron of innovation
courageously and join the stories of those who have innovated not just our products and
procedures, but who we are today.Dr Alan Gordon”

Mark Caduc, “Maximize your odds of innovation success. If taking chances and accepting risk
are key components of the innovation process, then innovation itself is about learning how to
minimize those risks to maximize the chances of success. Innovation Tools explores a wide
range of approaches for doing just that.This book is a great read for companies looking to either
jump start their own innovation program or add proven techniques to their innovation
arsenal.From engaging the crowd, tapping into the hacker community, overcoming behavioral
innovation biases, using open access information and leveraging cloud computing, Innovation
Tools helps you improve your odds of innovation success.In his book, Mr. Shellshear suggests
that de-risking innovation has the positive side effect of encouraging more people to innovate
(and succeed at it) more often. The flip side to this, which should serve as a call to action for
many is that as the pace of innovation accelerates, those companies who fail to make innovation
one of their core competencies face an ever greater risk of being out competed and rendered
obsolete.”

265XUE, “Good but a lot of information. This is a good well written book but has a lot of
information, perhaps a bit too much. Information overload. I didn't know how to take what was
written and apply it to my daily life. The book has a lot of where we are and how we got there -
but me personally - I'd like some specifics - give me examples, show me exactly what to do and
let me run with that.  4 stars”

Ray Milidoni, “I really love what Evan shares in this book and his way .... This book really takes
things to a new level. I really love what Evan shares in this book and his way of explain tools to
reduce the risk of failure early is great. The more successful innovative ideas are the more



funding and investing they will get. So simple yet so powerful for long term sustainability and
growth to the innovation sector. Think about what your industry will be like in 20 years from now
and this book will help you move to the new era of the world.”

Shona, “Innovation Tools is a great addition to my library. Innovation Tools is a great addition to
my library. It is full of toolkits of innovation techniques and case studies demonstrating these
tools. A lot of startup resources are covered, providing insight to effective innovation for modern
entrepreneurs. The book is an easy to read reference for innovators which I would highly
recommend adding to your library.”

Andreas, “Much more than expected…. Whether you are a novice or experienced intrapreneur,
this book is probably more than you need for kick-starting innovation projects on the cheap.The
book flows naturally and is packed with a ton of real life innovation projects from companies that
“been there, done that” which makes it easier to grasp quickly the book’s key concepts.Delighted
that I picked this book…highly recommended!”

chloe, “Great read. A very interesting and insightful book. Highly recommend it, for business or
for yourself!”

JonK, “I like. I really enjoyed reading this book for three reasons:1) content - the book covers
extremely relevant content for all people in business, who want to be prepared for the future.
Reading the book gives a solid knowledge base from my point of view.2) saving time - reading
the book is like pressure fueling. You usually simply do not have time to collect and structure all
the content available in the book. Very convenient for those, who want to stay up to date, but
have little time.3) Language and intros - the book uses an easy to digest language. Also, almost
each topic starts with a brief intro. These intros allow everyone to connect the "old world" with
the "new world" ahead. This helps to understand the big picture.”

Allan Ryan, “Discussion on better decision making through understanding biases is insightful for
all .... Discussion on better decision making through understanding biases is insightful for all
innovation leaders and entrepreneurs. This book will save you you lots of money, time and
wasted effort. Well worth the time and small investment”

The book by Evan Shellshear has a rating of  5 out of 4.2. 56 people have provided feedback.
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