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3 Entrepreneurs
Lawyer
Venture Capitalist

CEO / CTO / CMO 20 companies

Key strategic advisory role 90+ companies

IPO’s / acquisitions as C-Exec 9+

IPO’s as investor / advisor 15-25

Acquisition deals 85+

Pre-public Startups invested in 200+

Shareholder wealth created by companies $7-11 Billion
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Value Creation: Rules of the Road

Creating Value from Technology

A Manual

Caution: some assembly required
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Applied Entrepreneuring

Setting the Stage: Concept to Profits
Tectonic Shifts: New Opportunities
Business Concept: Starting the Journey

The entrepreneurial journey

The VC perspective

Formation, funding, milestones

Migrating a business to the USA

Value Creation: Rules of the Road
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Concept to Profits
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The Innovation Continuum

Basic
Research

Product
Development

Product
Research

Directed
Research

Market
adoption

Self sustaining 
business

Discovery 
stage

Business Creation 
stage
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It Takes a Long Time

years5 3025201510

Basic Research Directed Research
Product 
Research

Product 
Development & 
Market adoption

The laser
1958

RGH Excimer 
laser invented

1974

Trokel/
L’Esperance 
patents filed

1983

Summit 
founded

1985
First patient

1989
FDA approval 

1996

Summit Technology

2M+ patient 
treatments

2001

IPO
1987

Acquired for 
$950M
20000
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It Takes a Long Time

years5 3025201510

Kleinrock: 1st 
packet switching 

paper
1962

First WAN, 
Roberts & 

Merrill
1965

ARPANET 
plan
1967

Cisco 
formed
1984

Sales exceed 
$100M
1991

Cisco

Basic Research Directed Research
Product 
Research

Product 
Development & 
Market Adoption

BBN installs 
first IMP 
(packet 
switch)
1969

Metcalfe
develops 
Ethernet

1973

ARPANET 
converts to 

TCP/IP
1983

Ship AGS 
& IOS
1986
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Basic Research Directed Research
Product 
Research

Product 
Development & 
Market Adoption

Discovery Business creation

Cashflow is Key

years5 3025201510
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Breakthrough 
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Capital: How Much, & From Where?

years302520

$million

$0

$20

-$20

-$60

-$100

$100

$60

$40

$80

-$40

-$80 Cashflow 
(cumulative) 

Business creation
Revenue 
(annual) 

Medical 
Device

Capital 
constrained 
shrinkwrap 

software

Key Questions:
Amount of Capital to Cashflow Neutrality?
ROI?
Is there an exit?
Time to Exit?

Venture Capital suits some but not all 
business plans

There are other options for some:
Public markets
Debt
Government Grants
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Roach Motels are Hard to Finance

Investors check in, but they can’t check out!

Need an Exit Strategy

Investor
s
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Tectonic Shifts
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Moving from Closed Innovation ...

years5 3025201510

the market
Research projects

Corporate boundary

Source: Open Innovation, Henry W. Chesbrough

Basic Research Directed Research
Product 
Research

Product 
Development & 
Market adoption
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... to Open Innovation

years5 3025201510

old market
Research projects

Source: Open Innovation, Henry W. Chesbrough

Corporate boundary new market

Basic Research Directed Research
Product 
Research

Product 
Development & 
market adoption
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Delayering & Disaggregation

old market
Research projects

Source: Open Innovation, Henry W. Chesbrough

Corporate boundary new market

development

product 
research

clinicals

directed 
research

lifescience 
startupscontract 

research

development

orphan drug

channels

disease 
management

patient class

Pharmaceuticals



© 2005 TangibleFuture, Inc.  All rights reserved worldwide

Delayering & Disaggregation

old market
Research projects

Source: Open Innovation, Henry W. Chesbrough

Corporate boundary new market

Networks

Subsystems

Services

Components

 startups
China

Networks

Security 
appliances

channels

municipalities

cable operators

Telecom
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The Death of Geography?

old market

new marketchannels

development

development

product 
research

clinicals

directed 
research

disease 
management

lifescience 
startupscontract 

research

orphan drug

patient class

Communication: vital; no longer local
China: manufacturing
India: call centers, software
Israel: technology
Mexico (90’s): Maquiladoras
Mexico (future): .......
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Opportunities Galore

channels

development

development

product 
research

clinicals

directed 
research

The Big Picture

Destination

Plug Compatibility

market



© 2004 TangibleFuture, Inc.  All rights reserved worldwide

Business Concept
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Building a Business (in the US)

David Smith: Zero to IPO.

years5 3025201510

Basic Research Directed Research
Product 
Research

Product 
Development & 
Market adoption

Business Concept
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Regulation

Business Concept Ingredients

Important Unmet Need

Shared by Many

Technology that

Enables Product

Product that Meets Need 

Better than Competing Alternatives
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Broad Field
e.g. Nanotechnology

Industry
e.g. Diagnostics

The Details Matter

Important Unmet Need

Shared by Many

Product that Meets Need 

Better than Competing Alternatives

Technology that

Enables Product
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Sustainable 
Competitive 
Advantage

Target Product Features

Need a Superior Solution

Important Unmet Need

Shared by Many

Product that Meets Need 

Better than Competing Alternatives

Technology that

Enables Product

Competitive 
Analysis
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Focus on Tomorrow’s Product 

TIME

Market Requirements

Today Tomorrow

Product Development Time
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Don’t Forget the Ecosystem

Industry A Industry CIndustry B
Need #1 Need #2 Need #1 Need #2 Need #1 Need #2

System level Product A 

Component level Product C 

System level Product B 

Component level Product D 

Technology X
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Disruptive or Sustaining Innovation?

Source: The Innovators Solution, Christensen & Raynor

For a defined (perceived) customer need, ........
do products with acceptable price/performance exist?

YESNO

Are customers 
willing to pay for 
better performance?

Most of them

Half

Few of them

Disruptive innovation:
product that meets perceived customer 
need with acceptable price performance

Disruptive innovation:
product with adequate performance and 
lower cost/smaller size or other features

Sustaining innovation:
product with better performance
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Key Message:  Value has Two Axes

Technical Milestones

Commercial Milestones

PrototypeInitial 
DesignCreate IP Proof of 

principle
Feature
freeze

engineering
prototype

Product
definition

Design for
Manufacture Validation

Analyze 
competition

Product
concept

Define 
unmet need

Market sizing

Customer 
map

Feedback on 
prototype

Product
definition

Distribution 
channels

Strategic 
Partner

VALUE
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Balanced Execution Maximizes Value

Technical Milestones

Commercial Milestones

PrototypeInitial 
DesignCreate IP Proof of 

principle
Feature
freeze

engineering
prototype

Product
definition

Design for
Manufacture Validation

Analyze 
competition

Product
concept

Define 
unmet need

Market sizing

Customer 
map

Feedback on 
prototype

Product
definition

Distribution 
channels

Strategic 
Partner

VALUE
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The Journey Ahead

David Smith: Zero to IPO.
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Questions ?

Contact: Richard G. Caro
rgcaro@tangiblefuture.com;  Ph: (415) 344 0140


