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Digital Innovation and Entrepreneurship

The digital economy encompasses more than half the world, and in today’s

business market, those with a technology background have an advantage.

This textbook provides students who already have digital expertise with a

solid foundation in business and entrepreneurship in order to launch and

run a business.

Using a logical, objective-based structure, the book guides students to a

comprehensive and practical understanding of innovation and entrepre-

neurship. Chapters progress through the steps in creating a successful

digital business: framing the business promotion and sales, delivery and

operations, value capture, growth and scalability, intellectual property and

protection, and leadership and structure.

Features include:

� Learning objectives, introductions, conclusions, tables and figures, high-

lighted key terms, and analysis and design exercises in each chapter.

� A wide range of real-world examples.

� A rolling case study of a hypothetical digital business that models the

concepts covered in each chapter.

� Appendices of business terms, including those relating to product licens-

ing, customer service agreements and customer delivery contracts, with

key terms explained throughout.

� Supplementary online resources, including: a test bank, lecture slides

and a teaching guide for instructors; and a business design template for

student use.

Dick Whittington taught Business Innovation at the University of York and

is an entrepreneur, business mentor and investor with over twenty-five

years’ experience. Co-founding a successful UK technology business

recognised through three Queen’s Awards, he was elected Fellow of the

Royal Academy of Engineering in 2012. He is also an active mentor and

angel investor within several London and regional technology accelerator

programmes.
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Foreword

There are countless books on business development, marketing and entrepre-

neurship, but many follow either a rather singular experience or a theoretical/

academic pathway. Dr Dick Whittington has produced a deep and broad treatise

on the full complexity, challenge and opportunity of entrepreneurial business

development. He focuses primarily on the digital sector which he knows best,

but most of the content of this book is more broadly relevant to many businesses

in the plethora of sectors. Dick is unusual in having both an eminent academic

career and an excellent track record as a successful serial entrepreneur. He is

extremely well connected to international networks in both business and aca-

demia and as a fellow of the Royal Academy of Engineering has played an

important role in the creation of the acclaimed Enterprise Hub. This hub has

helped, guided and supported over fifty businesses from start-up, raising sub-

stantial investment and creating many new highly skilled jobs. The hub is also

supporting over fifty established medium-sized businesses, assisting in their

strategy development for growth and scale-up.

Dick’s rich combination of experience over many years has given him deep

insights into the complete life cycle of technology innovation, business creation,

development, scale-up and maturity, which is rare. This business development

process has great complexity and is certainly not linear. He addresses this

complexity in a very clear and succinct step-wise manner with sharp focus on

iterative review. The key issues of leadership, risk tolerance and management,

core competence, value proposition, people, customers, partners, and asset and

intellectual property protection are all treated in a systematic and very clear

manner.

Within the UK over the last two decades there has been a significant amount

of attention given to start-up businesses and venture funding, which has led to

an emphasis on gaining investment and moving to exit at the expense of

longer-term sustainable business growth, development and scale-up, and hence

the UK has often missed out on the consequential economic benefit of retaining

truly scalable and rapidly growing mid-sized business.

This book offers a rounded and complete recipe for full business development

and scale-up which will help entrepreneurs consider a broader range of options

than currently appears to be the case. Perhaps more will now choose the
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‘accelerated growth elevator’ and not simply ‘run to the exit’. I have no hesita-

tion in commending this book for any budding entrepreneur, or even an

established business leader, to help ensure that maximum potential is realized

to fully develop the inherent value of business, assets and teams with genuine

wealth creation.

Ian Shott CBE FREng

Founder and Chairman of the Enterprise Hub, Royal Academy of

Engineering

Managing Partner of Shott Trinova Ltd

Foreword xv
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Preface

Motivation

After twenty-five years as an entrepreneur, mentor and investor in digital

businesses, teaching business innovation in a UK university provided me with

three insights:

One, students studying STEM disciplines readily spark at the opportunities

offered by the fast-moving world of digital business, and are keen to apply their

inherent analytical skills to business design and business realization.

Two, a significant majority of STEM students graduate with only the most

rudimentary and anecdotal appreciation of how digital techniques, technologies

and processes apply to business and entrepreneurship, despite a formal educa-

tion which includes a wealth of relevant digital knowledge and skills.

And three, while there are many excellent books that address innovation and

entrepreneurship, there is real need for a student textbook that specifically

addresses today’s digital economy for those planning to enter the technology

sector.

This book bridges the gap between formal STEM education and the business

world, and introduces innovation and entrepreneurship as core components of

the modern professional’s skillset in the digital economy.

It aims to enable and encourage the application of students’ inherent digital

computing knowledge, imagination and creativity to the activities of business

innovation and entrepreneurship.

Focus

Peter Sondergaard, Executive Vice President of Research at Gartner, a leading

market analysis company, famously stated that: ‘every company is a technology

company’. It follows, therefore, that if all businesses are digital, then all digital

professionals should have business skills.
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The success of global companies such as Amazon, Uber and JustEat has been

founded on highly effective digital e-commerce platforms; nevertheless, their

business models require and involve large numbers of people handling and

processing physical artefacts, thus the modern digital economy entrepreneur

needs to know more than how to create digital technology.

In this book, the digital world is assumed to embrace all of those businesses

that produce digital products, or for which a digital platform is in some way

essential to their fabric, and the approach taken to entrepreneurship embraces

the wider range of subjects that need to be understood to succeed in business.

Approach Taken

While there are some aspects of business creation that are universal, such as the

need for an identity and a legal structure, there are many aspects that need to be

addressed as design decisions and which result in businesses differing in rich

and surprising ways.

This book takes a business design-led approach to digital entrepreneurship.

There are many decisions in the design and operation of a business that can be

treated rationally, and which can make a real difference to its performance and

success. This book logically sets out what these decisions are and how a

successful digital entrepreneur would go about designing and implementing

them for their own business idea.

Alongside this, however, it is important to recognize that those characteristics

of a business determined by its design are layered over a matrix of assumptions,

values and qualities that reflect the ethos of the founders or leadership, and

which are beyond the remit of design: this is what gives a business its unique

personality.

The Business Design Framework

The central chapters of the book are structured around a business design

framework that has been synthesized from experience for the purposes of this

book. It provides a broad logical structure for thinking about business design in

a way that separates the diverse set of considerations involved and guides the

sequencing of chapters. Presented throughout in diagrammatic form, the

xviii Preface
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framework clearly and logically directs the student through the principal steps

of business design.

Each chapter of the book guides the student through a collection of design

decisions that are needed, using a methodical structure with an emphasis on

defining and achieving business objectives. Useful techniques and evaluation

approaches, such as ecosystem design and customer-journey mapping, are

included to help consolidate students’ understanding and application of entre-

preneurship in the digital economy.

SportMagenta – a Rolling Case Study

A hypothetical business idea – SportMagenta – which provides a digital channel

between sport clubs and their visitors – is used throughout the book to provide a

rolling case study. The story of this venture’s development unfolds with each

chapter to illustrate to students the way in which a business can be designed and

developed in concert with the business design framework.

Although hypothetical, the business is sufficiently realistic that the required

design decisions provide useful examples of the working of the techniques

introduced by each chapter, including considerations of ecosystem, routes to

market and growth plan.

Intended Readership

The book has been written for STEM and business students, including under-

graduate, postgraduate and beyond, to bridge the world of their studies with the

digital business world.

The book recognizes that some of its readers will have ambitions to start their

own businesses, others will intend to join existing start-ups, and yet others will

plan to join larger organizations, possibly as part of a research and development

function. Whatever their ambition, students need to understand how business

works in the digital economy. Without this, a student’s employability will be

limited, as will be the contribution that they can offer to a prospective employer.

It can also be (and indeed has been) used to provide a concise and practical

introduction to digital innovation and entrepreneurship for those who are

studying a more wide-reaching business study programme.

Preface xix
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This book gives students a thorough grasp of the fundamentals of business in

one volume, without the need for a full-blown business curriculum. My experi-

ence of teaching the content and framework contained in this book has demon-

strated it to be effective with students of many disciplines and situations, from

first-year undergraduates through to research staff and those entering the world

of business.

There are no assumed prerequisites, other than a broad appreciation of the

digital world. Every topic is introduced, explained and illustrated. Where rele-

vant, references are provided to sources for further research or learning.

Pedagogical Features

� A rolling case study of a hypothetical business developed incrementally

throughout the book to illustrate the main points of each chapter.

� Diagrammatic illustrations and tables throughout to clarify important struc-

tures and concepts.

� Real-world examples from larger businesses such as IBM, Amazon and Goo-

gle, and also from smaller businesses such as Bright Funds, Onlicar and Sorry

as a Service are used to illustrate key points.

� Detailed case studies of digital businesses and successful business design,

such as the example of Swift Comply in Chapter 3, which illustrates an

innovative approach to scaling of promotion.

� A glossary that explains all of the business terms and jargon introduced by

the book.

� A business design template to record and consolidate design decisions, intro-

duced and illustrated in principle and provided as a resource for students.

� Learning outcomes at the start of each chapter.

� Analysis questions at the end of each chapter.

� A rolling design activity for students to complete at the end of each chapter.

� An accompanying website at [www.cambridge.org/Whittington] provides

additional lecture and assessment materials, plus a downloadable version of

the business design template.

� Each chapter addresses a collection of design decisions, structured so as to

explain the options available, listing applicable considerations and, in many

cases, describing a practical technique that can be applied, with examples.

xx Preface
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� A comprehensive bibliography for further reading and research, including

books, journal articles and business reports.

� Appendices providing more detailed coverage of the principal terms applying

to licensing agreements, service agreements and delivery contracts.

Chapter Overviews

Chapter 1, About Innovation and Entrepreneurship, addresses innovation from

the perspectives of process, ecosystem, types and implications, historical pat-

terns, and the various classes of innovators and their motivations. It addresses

the distinctions and interactions between innovation and entrepreneurship, and

examines the principal ingredients for success, and the most common reasons

for failure.

Chapter 2, Framing the Business, proposes a template for business design and

outlines the hypothetical business case exercise to be used throughout the book.

It introduces, applies and illustrates seven principal questions that together

frame a business venture: the mission, the customer, the problem it solves, the

technology offering, how performance will be measured, the key risks and the

plan.

Chapter 3, Promotion and Sales, explains and illustrates the analysis of

market size, structure and dynamics. It reviews options for creating visibility,

branding, presence, influence, and the planning and costing of promotional

activities. The management of sales is addressed in respect of methods for

customer prioritization, stakeholder management, engagement, negotiation,

piloting and the development of customer communities. A final section stresses

the need to apply the innovative power of the business to its promotion.

Chapter 4, Delivery and Operations, addresses considerations and techniques

for building and managing the supply chain, and for mapping and analysing the

customer journey. The planning of development is covered in terms of require-

ment prioritization and product roadmap, and the need for continuing manage-

ment and control of development and release is highlighted. Considerations and

techniques for developing a channel strategy and routes to market are

addressed, and a final section stresses the need to apply the innovative power

of the business to the development and delivery of its offerings.

Preface xxi
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Chapter 5, Value Capture, highlights the need to set a value capture strategy,

including objectives and a return-on-investment case. It recognizes the need for

care when defining the option to be offered to customers and the importance of

understanding the purchasing process. Creation and calibration of a pricing

structure is addressed in terms of what, who, when, how, and how much to

charge. Value capture should enhance business value, and hence methods for

assessing the value of a business are described, including their driving factors.

The chapter concludes with a section that stresses the need to apply the innova-

tive power of the business to its value capture.

Chapter 6, Growth and Scalability, highlights distinctions between growth

and scalability, start-up and scale-up, and innovation and entrepreneurship. It

addresses the need to set a strategy for growth and scalability and illustrates the

creation of a growth plan comprising financial projections, the required size and

shape of team, and the design of a scalable organization. Funding options are

addressed, including organic growth and investment readiness. Sources of

investment are explained, as is the creation of a business plan in terms of

required content and associated presentation materials.

Chapter 7, Intellectual Property and Protection, is about understanding the

principal risks, requirements and means of protection. The protection of IP includes

trademarks, design rights, patents and copyright, including open source, which are

explained in an international context. The protection of confidential information

and trade secrets is addressed, as is the need to protect against risky contracts. Three

appendices provide detailed coverage of contractual clauses that can carry risk. Two

further risks are addressed: the need to protect against damage and intrusion,

physical and cyber; and the need to protect against non-compliance with legal

requirements, including data protection and employment legislation.

Chapter 8, Leadership and Structure, subdivides into two parts. The first

relates to the leadership and governance requirements of a business, explaining

and differentiating the respective requirements, and highlighting the need for a

balanced team. Financial planning and control is covered in respect of cash

management, setting and balancing of budgets, monitoring of performance, and

requirements for company reporting and taxation. The second part relates to

structural and legal requirements, including company legal entities, and the

contractual structures and agreements relating to people and shareholdings.

Chapter 9, Key Themes and Summary Points, collects and reflects upon ten

key themes that emerge across the other chapters. For each theme, a brief

narrative summarizes its applicable contexts and picks out the principal points

to be noted.

xxii Preface
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To the Student

Whatever your ambitions, you need to know about business in the digital

economy – its language, assumptions, methods, the opportunities it offers, and

what it is likely to expect from you in terms of knowledge, imagination and

creativity.

Many people learn what they need to know through experience, which is

invaluable; however, relying solely on experience takes time, usually involves

repeating well-known mistakes and can lead to a patchy and anecdotal under-

standing. This book is a short-cut to a comprehensive and practical grounding in

everything that you need to understand to succeed in the digital economy.

By following the components of the business design framework that is

comprehensively examined from Chapter 2 to Chapter 8, you will learn about

notions of product, platform and service, customers and ecosystems, markets

and their dynamics, promotional and delivery channels, intellectual property

and its protection, risk, finance, team-building and motivation, investment and

legal requirements – and above all, about what is needed to create, grow and

scale something of value.

The practical style of the book develops three threads which will help you gain

a comprehensive understanding of business in the digital world:

� A wide range of real-world examples, including Apple’s approach to man-

aging its routes to market, IBM’s categories of intrapreneurship, Onlicar’s

supply chain management and Reposit’s redesign of the tenancy ecosystem,

to illustrate approaches that are being applied effectively by businesses of all

sizes.

� A rolling case study of a hypothetical digital business, SportMagenta, to

illustrate how design decisions can be addressed in a coherent manner.

� Exercises at the end of each chapter, to provide an opportunity for you to

apply your talents to business analysis and design.

The business world is rich in jargon and terminology, much of which will be

alien to those without experience, and which needs to be understood and applied

intelligently. The book introduces relevant terms with explanation where they

arise, and provides a comprehensive glossary of more than 300 relevant terms.
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