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innovation

A new match between a solution and a need.
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e.g. 1,000,000 cash out on 100,000 cash in has Return of 1.0
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Histogram of Returns for 499 Ventures by Angel Investors

Source: Kauffman Foundation Angel Investor Performance Project. 

Total Cash In     $107mm

Total Cash Out  $236mm

Average is 0.34 (2.2x return)

Note: Negative or undefined returns set to 0.
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Opportunity Identification

An opportunity is a hypothesis that value can be created and captured with further investment.

An opportunity is always incomplete and its value uncertain.

An opportunity only suggests a direction for further exploration, and both need and solution will 

likely change with investment.

Value

Probability
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Innovation Process – OIDD 614 (normalized to section of 60)

~600 opportunities 

identified by individuals

~60 opportunities 

developed 

by individuals

~30 concepts 

developed by 

teams of 2

Sticker Vote 

Week 2

Darwinator

~15 companies 

prototyped by 

teams of 4

Simulated 

Investmen

t Week 6

0-2 

ventures 

launched

Sticker Vote 

Week 4

~300 opportunities 

submitted by individuals

Individual 

screening and 

preferences
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Similar challenges when established firms pursue innovation opportunities…
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Opportunities are Always Clouded by Uncertainty

Opportunity = hypothesis that value can be created with further investment.

It’s only a hypothesis – never a sure bet.

Types of uncertainty:

1. How significant is the need?

Extent of pain?

Depth of pain?

2. How well does the solution meet the need?

Relative advantage?

Painkiller or vitamin pill?

“Product-Market Fit”

Cost efficiency of solution?

3. How much competitive advantage does the organization delivering the solution possess?

Superiority of solution?

Ability to exclude rivals from offering the solution?

Development or acquisition of Alpha Assets.
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Expected Quality of Best Idea as Function of Number of Ideas

Source:

Approximation based on calculations from distribution 

of 247 venture ideas from 47 individuals.
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The UPHS Tournament of Ideas
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Quality 

of Vision

Option A Option B

q q q
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West Philadelphia X-Prize Team

http://www.rollingstone.com/news/story/24044267/boyz_under_the_hood

http://www.rollingstone.com/news/story/24044267/boyz_under_the_hood
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Origami Capital
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Wharton…
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Fosters a Dynamic and Stimulating Environment

Teaches and Requires Rigorous Thinking

Encourages a Data-Driven and Analytical Approach

Offers Inspired Ideas and Thought Leadership

Features a Global and Diverse Student-Body

Possesses a Broad, Multi-Disciplinary Curriculum and Research 

Focus

Wharton’s multi-discipline approach and rigorous, global thinking 

stimulates inspired ideas and thoughtful leaders that yield enduring impact.
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“The Collective Intelligence of 

our Global Community”
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“Transforming the World 

through Thoughtful Leadership”
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(No tag line please.)

Think, inspire, lead.

Wharton means business.

Rigorous in our approach, diverse in our ideas.

Learn more. Do more. Be more.

Our business is your business.

You know what you know.

First in business.

Transforming the world through thoughtful leadership.

Knowledge for action.
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(No tag line please.)

Think, inspire, lead.

Wharton means business.

Rigorous in our approach, diverse in our ideas.

Learn more. Do more. Be more.

Our business is your business.

You know what you know.

First in business.

Transforming the world through thoughtful leadership.

Knowledge for action.

Adam Stein WG05
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What should be the shape of the funnel?
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Peter Thiel:

You are not a lottery ticket.

http://blakemasters.com/post/23435743973/peter-thiels-cs183-startup-class-13-notes

http://startuptalks.tv/videos/peter-thiel-lottery-ticket-sxsw-interactive-2013/

U
lr
ic

h

http://blakemasters.com/post/23435743973/peter-thiels-cs183-startup-class-13-notes
http://startuptalks.tv/videos/peter-thiel-lottery-ticket-sxsw-interactive-2013/
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Improving Performance of Tournaments

Variance is your friend.Many and diverse ideas via independent, parallel exploration.

Solicit participation from proven high performers. Filters generous early in process and 

ruthless later in process.


