Innovation & Failure
The Basis for Building the Future.

Bernd Ebersberger, MCI, Innsbruck
@ bernd.ebersberger@mci.edu
W BeEbersberger




Business School and Engineering
School

Graduate and under graduate
programs

Executive Education

Custom tailored programs, certificate
programs, Executive MBA / MSc,
Executive PhD Program




Innovation & Failure
The Basis for Building the [y




Jonathan
Bornin Nov. 2016







9.5 billion



<
Y
v
M
-
-
g
|
2
’
s



Resource usage




".. the creation and
adoption of more
efficient and appropriate
technologies [EE!
necessary part of any
oreeeree golution .




".. Vor dem Hintergrund
groBer gesellschaftlicher
Herausforderungen listl

soziale Innovation [[gKel=]g

Blick zu nehmen.”
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".. everyone realizes
that the grand
challenges can't be

solved [o)YXelgl=Xe|(elV]¢

[alonel.”




You will fail!

Everybody does.







What is about to come.

1. Approaching failure
2. Innovation & failure
3. Learning from failure is good
4. Learning from failure is hard

5. What can we do?
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Approaching
Failure.




Failure describes
activities that fall
short of expected or
promised outputs or
outcomes.




Innovation
& Failure.




s failure really the
mother of innovation?
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Failure and
Innovation

Analysis of more than 1,200
German innovating firms

Correlation of failure and
innovation is inverted u-shaped

Ebersberger & Petersen (2016)

If the failure rate < 20%, failure
and innovation are positively
related:

the higher the failure rate the
more innovative the firms are.

If the failure rate > 20%, failure
and innovation are negatively
related:

the higher the failure rate the
less innovative the firms are.




Learning is crucial.

We attribute the findings about
the positive effcts to the fact that
failure is a good opportunity for
learning.

Learning from failure is even
more instructive than learning
from success.

Ebersberger & Petersen (2016)

If the failure rate < 20%, failure
and innovation are positively
related:

the higher the failure rate the
more innovative the firms are.

If the failure rate > 20%, failure
and innovation are negatively
related:

the higher the failure rate the
less innovative the firms are.




Learning from
failure is good.



'
k i Sometimes new
\ y perspectives are

more powerful than

just being smart.
Astro Teller




"Fail fast and cheap.
Fail often. Fail in a
way that doesn't kill
you.”




‘If you want to
succeed,
double your
_—— failure rate.”




Secret sauce ?

Failure is not the secret
sauce for success.

Learning is the secret
sauce that might turn
failure into success.




Learning from
failure is hard.




Biases lead to
wrong decisions

Overconfidence
Confirmation bias
lllusion of predictability




How does it
feel to be
wrong?




It feels like
being right!




ENTER HERE TO GROW IN - WISDOM
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Why am | right and - .
others wrong? \@ T,;ghi |

lgnorance
|diocy

 Evil



"Fallor ergo sum™ g

We all have the
capacity to skrew

up.




What can we
do?
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Failure causes
hegative emotions.

These negative emotions are
called grief.

(Shepherd 2003)




Failure causes
grief.
Because it questions

competence, relatedness,
and autonomy.




For coping with grief there
are two approaches

1. Grief orientation
2. Restoration orientation




Grief orientation

1. Think about the events leading
to the failure

2. Build a rationale why this
happened




Restoration orientation

1. Distraction from failure = not
thinking about it

2. Proactivity for second
level stressors




Best results

Oscillating between
grief orientation and
restoration orientation.




Dilemma;
Feeling grief
hampers learning.

What can we do?




Three Approaches:

1. Failure part of the culture
2. Normalizing failure
3. Emotionally capable organization




Failure as part of the culture

1. Make it safe to fail

2. Make failure the path of least
resistance

3. Enthusiastic scepticism



Normalizing failure

1. Failureis part of what you do.

2. Desensitize your employees to
failure and rejection.



Emotionally capable organization

1. Establish rituals

2. Provide social support

3. Learn to oscillate

4. Be humble and appreciative towards failure



Zotter's graveyard
of ideas.

Zotter manufactures chocolates
with the most delicious fillings.

« Failedideas (e.g. Café, Flag-Ship)

« Failed receipes & flavors (e.g.
string bean & onion)

» Successful but replaced flavors
(e.g. pineapple & pepper)

« Exhumation is possible (pink
coconut & trout marshmallow)




* Challenges of the future require innovative
solutions.

* |nnovation activities have the potential for
failure.

* Failureis agreat opportunity for learning.
» Failure causes negative emotions.

* Your organization can only learn from
failures when it can handle those negative
emotions.



Innovative organi-
zations have to be
el lappreciative

and [i¥lss ela towards
failurel




As leaders of those
organizations take the
first steps right away!

Be appreciative and
humble towards
failurel







=

Your
CV of failure

Retreat to your office
Write down a CV with
the failures you experienced
and what you learned.
Every now and then: Read it.




Thank You.

Let me know how you are doing with your CV of failure.

bernd.ebersberger@mci.edu




Sources

The megatrends are inspired from

The information about Zotter’s graveyard is based on
personal communication with Zotter.


https://www.gdch.de/fileadmin/downloads/Netzwerk_und_Strukturen/Fachgruppen/Vereinigung_fuer_Chemie_und_Wirtschaft/va_februar_2013/2_eberl.pdf
https://www.gdch.de/fileadmin/downloads/Netzwerk_und_Strukturen/Fachgruppen/Vereinigung_fuer_Chemie_und_Wirtschaft/va_februar_2013/2_eberl.pdf
https://www.gdch.de/fileadmin/downloads/Netzwerk_und_Strukturen/Fachgruppen/Vereinigung_fuer_Chemie_und_Wirtschaft/va_februar_2013/2_eberl.pdf
https://www.gdch.de/fileadmin/downloads/Netzwerk_und_Strukturen/Fachgruppen/Vereinigung_fuer_Chemie_und_Wirtschaft/va_februar_2013/2_eberl.pdf

Sources

The introductory quotes are from

Foray, D.,Mowery, D.C., & Nelson, R. R. (2012). Public R&D and social challenges: What lessons from mission
R&D programs? Research Policy, 41(10), 1697-1702.doi:10.1016/j.respol.2012.07.011

Expertenkomission Forschung und Innovation (EFI). (2016). Gutachten zu Forschung, Innovation und
technologischer Leistungsfahigkeit Deutschlands. EFI. doi:10.1007/s11619-006-0002-z

http://www.nature.com/news/europe-s-research-commissioner-lays-out-his-ambitions-1.17165

The research about the correlation of innovation and failure is
from Ebersberger & Petersen.

Ebersberger, B., & Petersen, S. S. (2016). Fail(ed) to succeed. In Building bridges Proceedings of the FFH. Vienna.



Sources

Some ideas about making failure part of culture are from
Astro Teller’'s TED Talk

(
). Sois the quote.

The research about the correlation of innovation and failure is
from Ebersberger & Petersen.

Ebersberger, B., & Petersen, S. S. (2016). Fail(ed) to succeed. In Building bridges Proceedings of the FFH. Vienna.


https://www.ted.com/talks/astro_teller_the_unexpected_benefit_of_celebrating_failure
https://www.ted.com/talks/astro_teller_the_unexpected_benefit_of_celebrating_failure
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Sources

The ideas about the emotional effects of failure are taken
from Dean Shepherd and his collaborators’ work.

Ucbasaran, D., Shepherd, D. A., Lockett, A., & Lyon, S. J. (2013). Life After Business Failure : The Process and
Consequences of Business Failure for Entrepreneurs, 39(1), 163-202.
http://doi.org/10.1177/0149206312457823

Shepherd, D. A. (2003). Learning from business failure: Propositions of grief recovery for the self-employed.
Academy of Management Review, 28(2), 318—-328.

Ucbasaran, D., Shepherd, D. A, Lockett, A., & Lyon, S. J. (2013). Life After Business Failure: The Process and
Consequences of Business Failure for Entrepreneurs. Journal of Management, 39(1), 163—-202.
http://doi.org/10.1177/0149206312457823

Shepherd, D. A., Wiklund, J., & Haynie, J. M. (2009). Moving forward: Balancing the financial and emotional costs
of business failure. Journal of Business Venturing, 24(2), 134—148.
http://doi.org/10.1016/j.jbusvent.2007.10.002

Shepherd, D. A., Covin, J. G., & Kuratko, D. F. (2009). Project failure from corporate entrepreneurship: Managing
the grief process. Journal of Business Venturing, 24(6), 588—-600.
http://doi.org/10.1016/j.jbusvent.2008.01.009



Sources

The discussion of wrongness is inspired by Kathryn Schulz.

Schulz, K. (2011) Being wrong: Adventures in the Margin of error. New York: HarperCollins.

Failure as the mother of innovation is a phrase taken from

.And sois the
quotation.


http://www.innovationmanagement.se/imtool-articles/failure-is-the-mother-of-innovation/
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Skyline (China): by Kevin Ho
https://www.flickr.com/photos/kevho86/15777413227/in/photolist-q3cngZ-
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NCoGHA-2EQnéd-e5gaR8-hq8DJs-bo?Puk-nxdB2w-8zCYFy-pLE4Cq-rGDxRG-
nSQ3sC-4nB769-apS29m-aBVwNz-8LQXnb-rQEdY8-9DBPLu-RNyeCu-oQY975-
gn8c2C-55kX4z-uDG2B-dAZQzS

Earth: https://commons.wikimedia.org/wiki/File:Earth_Eastern _Hemisphere.jpg
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Failure: by Tom Chekc
https://www.flickr.com/photos/tombothetominator/5453337037/

Lighthouse: by
https://upload.wikimedia.org/wikipedia/commons/5/56/Pigeon_Point_Lighthouse
_Fresnel.jpeg

New Perspective: by Nataliej
https://www.flickr.com/photos/nataliejohnson/2381309262/
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Shattered Glas 1: by Blondinrikard Froberg
https://www.flickr.com/photos/blondinrikard/20204483818/in/photolist-
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cbfA17-o0VAbTqg-6EVfd3-9s78SJ-dCxAQR-b3Da4v-7Km4Qg-8qgQD8-9sW8z2-
dyufAP-ijwdD-a2Pj2u-bvk8P2-a2PhZ7-8La5p9-alL7gut-2iLCyF-dmDzbA-
dmDyMd-kZLZQ-duFhwh-dmDwj6-4LPsJS-dmDvNK
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Shattered Glas 2: http://maxpixel.freegreatpicture.com/Shard-Cut-Glass-Breakage-
Broken-Sharp-Glass-1355707

Wrong Way: by Petr Kratochvil http://www.publicdomainpictures.net/view-
image.php?image=196380&picture=wrong-way-sign

Right: by Miki Yoshihito
https://www.flickr.com/photos/mujitra/6363296225/in/photolist-aGiygT-RWHfy5-
ji8m5U-4Rmé68b-efupklL-9vFzZ9-SBzplL1-48vAgF-f4V9rh-5sy1z-QbUnN-hngSkP-
95bc-jQC2-bY9d3h-fsKw1X-4YCYFp-pJUZL9-8g43JV-8DcAsg-2yQqys-2yMoSK-
QLsNZG-92yQgho-4m4Tam-bmu817-SbFMwt-S2LYsZ-rdpYGu-2YdB29-RQujg3-
9yMp5t-SuNEeA-oLwUEo-5f83Vf-5VhotA-RGjfd4-rDNkzo-2yQpDW-bogb6Nc-
rPhE34-5u6Ghc-aKfdA-5uHWA4L-3yTSA-bULLsZ-Hxi3x-T7/7MRom-ymyyDE-pbjuWE
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School: by jdog?0
https://www.flickr.com/photos/forthefunofit/6253526563/in/photolist-awAXzv-

4cQy5w-6NKzxR-gcZChz-2ebBsd-fXLf5E-a3Tdqg4-c56rfd-5Vx672-5QntqgS-
8fihQb-am9ffM-jEo2r-ruuv3-sgJhVh-4LGDq9-6VvH]AN-5Z2vq69-5Zrd2c-4rf4km-
55bLCp-4rf57u-rq3Acn-2EsLNc-ruupd-49ReGm-ezylL2Q-57rdqg2-et4kPQ-
5GxfiN-apBcyg-7UWAhn-4raYAi-8d28Sb-e9am4i-4rf51J-2NxjTf-qJ3Rqg-4rf4JG-
4raYWB-4raYpT-3jRdG1-5q51BT-rq3Abv-7EiLwt-4u3Z7h-7x5JVqg-7EnAY9-
nDrzga-cVvUV9
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Attention: by Matthias Ripp
https://www.flickr.com/photos/56218409@N03/24815190710/in/photolist-

DNQkDG-6U4PZn-fAyBXN-8Sgxho-8akzSD-bXYDv-8xeavR-htFqG-n2L%p-
7U9UMJ-AcJaCg-geZkom-JVUco9-9sbZ9j-aéyieH-5TbjeX-2yPkjS-2MNZD J-
55hmjh-nmuf3g-051jBH-2etH7-6Lgku4-RhYT81-HeCq8-dMWNUA-dCo2A9-
rZViPu-dkxgi6-jSUqcp-bJQkaP-KbV9sc-kBWuYg-dCZxog-kzumnw-4PvUYR-
5rVbXH-fy4bQU-oixH2b-dbBKdé6-agwiBQ-dUhJtT-CVTal-hZpaet-rjYdxB-
GeSbHa-bzMTsqg-pVSfpD-ft4kGN-ncZF46

Warning Lamp: https://pixabay.com/de/warnleuchten-warnlampen-49710/



Images.

Depression: http://www.counsellors-online.co.uk/wp-
content/uploads/2012/02/depression8-2.jpg

Basketball:
https://commons.wikimedia.org/wiki/File:MPOTY_ 2014 Three friends reach fo

r a_rebound during a basketball game.jpg
Thinker: by Bram Cymet https://www.flickr.com/photos/bcymet/3977787003

Homework: https://mgtvwten.files.wordpress.com/2016/09/board-
928381 960 720.jpg

Graveyard: by Zotter



