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' PDCA vs. OODA

PDCA: Plan-Do-Check-Act

= BE7F
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OODA: Observe-Orient-Decide-Act
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'PDCA
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Goal : Unknown



| Two processes

= Minimizing False Positive Error

Stable.”
Familiar

Dynamic.”
Uncertain




‘ Effectuation
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‘ Effectual vs. Causal in Business

Aspiring entrepreneurs in MBA classrooms have long been taught the
principles and tools of causal reasoning—the exact inverse of the
effectual reasoning that drives entrepreneurial success. Using causal
reasoning, one begins with a specific goal and a given set of means for
reaching it. Using effectual reasoning, one starts with only a set of
means; in the process of deploying them, goals gradually emerge.

Managerial Thinking (Causal) Entrepreneurial Thinking (Effectual)
Distinguishing Characteristic
Selecting bebween given means to achieve a pre-determined goal

Distinguishing Characteristic
Imagining a possible newend using a given ==t of means

IMAGINED
END5

GIVEN MEANS ¥




‘ Effectuation

= UTFTOURLZZHL T ==y

= https://www.effectuation.org/sites/default/files/
documents/effectuation-3-pager.pdf

= https://www.mana-biz.net/2018/01/post-
275.php



‘ Definition ot Effectuation

= Alogic of thinking that uniquely serves
entrepreneurs Iin starting businesses

= Provides a way to control a future that is
Inherently unpredictable



‘ effectuation IS  effectuation IS NOT

= a thinking framework = a system to tell you what

= a set of heuristics to do

= doing the do-able = an algorithm

= how to get the = “not planning”
sellable products = a way to launch an entire
and services business

established



‘ 5 Principles ot Ettfectuation

= Bird-in-hand
s Affordable Loss
= Lemonade

= Crazy Quilt

= Pilot-in-the-plane



‘ Bird-in-hand

= Start with your means

= When expert entrepreneurs set out to build a
new venture, they start with their means: (1)
who | am, (2) what | know, and (3) whom |
Know.

= Then, the entrepreneurs imagine possibilities
that originate from their means.

contrasts with...
= Pre-set goals or opportunities

https://www.effectuation.org/sites/default/files/documents/effectuation-3-pager.pdf

»_Causal reasoning works inversely by assembling means after a goal

e ont



https://www.effectuation.org/sites/default/files/documents/effectuation-3-pager.pdf

| Affordable Loss

= Focus on the downside risk

= EXxpert entrepreneurs limit risk by
understanding what they can afford to lose at
each step, instead of seeking large all-or-
nothing opportunities. They choose goals and
actions where there is upside even Iif the
downside ends up happening.

contrasts with...
= Expected return

= Causal reasoning first targets a return, then works to minimize
associatedrisk https://www.effectuation.org/sites/default/files/documents/effectuation- 3-pager.pdf



https://www.effectuation.org/sites/default/files/documents/effectuation-3-pager.pdf

LLemonade

= Leverage contingencies

= EXpert entrepreneurs invite the surprise
factor. Instead of making “what-if” scenarios
to deal with worst-case scenarios, experts
interpret “bad” news and surprises as
potential clues to create new markets.

contrasts with...
= Avoiding surprises

= Causal reasoning works to minimize the probability of unexpected
outcomes.

https://www.effectuation.org/sites/default/files/documents/effectuation-3-pager.pdf



https://www.effectuation.org/sites/default/files/documents/effectuation-3-pager.pdf

| Crazy Quilt

= Form partnerships

= EXxpert entrepreneurs build partnerships with
self-selecting stakeholders. By obtaining pre-
commitments from these key partners early on Iin
the venture, experts reduce uncertainty and co-
create the new market with its interested
participants.

= contrasts with...
= Competitive analysis

= Causal reasoning presumes that competi-tors are rivals to contend
with.

https://www.effectuation.org/sites/default/files/documents/effectuation-3-pager.pdf



https://www.effectuation.org/sites/default/files/documents/effectuation-3-pager.pdf

‘ Pilot-in-the-plane

= Control vs. predict

= By focusing on activities within their control,
expert entrepreneurs know their actions will
result in the desired outcomes. An effectual
worldview Is rooted in the belief that the
future is neither found nor predicted, but
rather made.

contrasts with...

= |nevitable trends

= Causal reasoning accepts that established market forces will cause
th e fUtU reu nfo | d https://www.effectuation.org/sites/default/files/documents/effectuation-3-pager.pdf



https://www.effectuation.org/sites/default/files/documents/effectuation-3-pager.pdf
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= Strong ties & Weak ties
= Structural hole

= Transactive memory



Sony CEO: Companies must shed rowboat
mentality

= at a leadership conference celebrating IBM's centennial
here on September 20, 2011

= Sony CEO Howard Stringer told that change is never

easy for companies that have successful pasts, including
his own company.

= "All great companies have a rowboat mentality," he said.
"You row hard, but you're still always looking behind you

to the past.” &
{ Past Future >




‘ Not Rowboat! Regatta Syndromer
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‘ Sea kayak mentality
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