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Objective of the study

The objective of this study was to develop a new business model with a plan for alternative revenue streams for Design
Factory Global Network (DFGN). The term “alternative” in this context refers to revenue streams that will complement the
current funding that comes from the Finnish government. At the time of writing this thesis, an important question which
was under scrutiny was whether annual membership fees should be introduced to all members of the network.

Methodology

The grounded theory was used since there were no previous empirical studies on the research topic and there is a need to
create a structured model based on the qualitative data. As such, the instruments of inquiry were interviews, observations
and data from secondary sources.

Findings

The key finding of this research was that new members of the network were willing to pay annual membership fees with the
expectation that they will get returns on their investments. Old members were not willing to pay annual membership fees
but they were ready to provide financial support through other means. Data also revealed that there was a need for
improvement in the governance guidelines of the network, especially as they relate to documentation and decision rights of
all stakeholders.

Summary and Recommendations
As per the research objective, a new business model was successfully developed for Design Factory Global Network (DFGN).
The model was based on Osterwalder’s (2004) Business Model Canvas. The following recommendations were also made:
e Official documents should be signed as part of the registration process of new members and the rights and
obligations of every member — new and old — should be made explicit.
e  Only new members should be charged annual membership fees for a minimum of three years.
e Anintegrated web-based system should be developed to serve as one-stop-shop for Design Factory Global Network
(DFGN).
Regarding the plan for alternative funding sources, the following revenue streams were suggested:
1. Companies pay annual subscription fees to join the “integrated system” platform
2. Companies pay to participate in the global students’ projects
3. Companies pay to participate in short ideation challenges aimed at solving companies’ mission-centric
problems
Governments’ funds for “special” projects
Members pay annual subscription fees to access “advanced functionalities”” on the integrated system
A fraction of the income generated by complementors from users of the proposed integrated system
Philanthropic support from companies or wealthy individuals who are passionate about innovations in
education
8. Endowment funds for innovation in education
9. Fees from special exclusive events during International Design Factory Week (IDFW)
10. Revenue from the alumni association of Design Factory Global Network (DFGN)
11. Generate revenue from non-intrusive data
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Conclusion

The continuing increase in the membership of Design Factory Global Network (DFGN) suggests that academic institutions
are beginning to realise the importance of interdisciplinary education that is student-centric and focused on solving real-
world challenges.

Keywords: business model, Design Factory, Design Factory Publishing language:
Global Network (DFGN), interdisciplinary education, business | English
model innovation, community of practice, strategic alliance.




PREFACE

PREFACE

My personal motivationforthis master’s thesis topic stemsfrom my experiences in Nigeria. Currently, education
in Nigeriaand most parts of the African continent is flooded withtoo much theory and few practical components.
Considerhavingadegreein Engineering where students are requiredto spend fiveyears in the universities. Upon
graduation, largelydue toinsufficient relevant practical experience, most of these graduates find it hard to secure
employmentand even harderto use theirskills forentrepreneurial orinnovative purposes.

The lack of a framework that connects students and industries is one of the causes of the above problem. An
educational approach that would solve this problem has to be student-centricand aimed at solving real-life
challenges. By student-centric, | mean an educational approach that is genuinely interested in empowering
students to develop sustainable innovative solutions to real-life challenges as they explore their passions. | am
confidentthatan example of such educational approachesisthe Design Factory concept.

Through this study, | wish to gain insightsinto how the Design Factory concept can be adapted to the context of
Africa in order to deliver the kind of teaching and learning that will empower students to make positive
contributions in their surroundings. Instead of complaining about the gross unemployment that plagues the
continent, students and graduates will be converting problems into opportunities.
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INTRODUCTION

1. INTRODUCTION

1.1 BACKGROUND
1.2 RESEARCH SETTING
1.3 STRUCTURE OF THE THESIS

1.1. BACKGROUND
Every eraof human history demands auniquetype of education - and the schooling systems are expected to fulfil
this need (Ecke, 2008; Mansilla & Lenoir, 2010). Today, the challenges we face as people are so complexthat they
require a different kind of education than what the majority of our colleges are accustomed to offering (Bokor,
2012).

Gone are the days when teachers are the main source of information for students. Nowadays, students have
access to information anywhere, anytime - and perhaps, on anything including search engines, social media,
Wikipedia, blogs and other mobile apps. Whilst the students may know how to source for information, the
question is: have they learnt how to validate, synthesize, leverage, communicate, collaborate and/or problem-
solve effectively with this vastamount of information? (Delafosse, 2017). It is therefore imperative that students
must be empowered on how to correctly source, process and manage information in preparation for their future
careers.

Research (EF Explore America, 2017) has shown that many of the top careers in 2012, did notexistin 2002 - e.g.
telework manager, sustainability managerand social media strategist. It can therefore be reasoned that many of
the jobsthattoday’s students will do when they graduate, have not been created as yet. How then can our school
system prepare students for the unknown future? In order for our school system to remain relevant, the education
it provides must have strongfocus on creativity, problem solving, innovation, civicengagement, communication,
collaboration, accountability, exploration, initiative, leadership and cultural awareness (Delafosse, 2017; EF
Explore America, 2017; Holley, 2009).

In view of the above, the “Design Factory” was launched in 2008. It was one of the three “factories” created to
facilitate interdisciplinary education in Aalto University, Finland. The otherfactories are: the Service Factory and
the Media Factory (Aalto Factories, 2017). These factories are strategicand visionary elements of the university
and are expected toserve as platformsthat bring people togetherfrom different organisations (both publicand
private, academic and non-academic) to solve problems in an informal and relaxed setting(Kemppainen, 2016;
Oinonen, 2012; Rautavaara, 2015).

Asan institution, the Aalto University started in 2010 as a result of the merger of three top universitiesin Finland:
the Helsinki University of Technology, Helsinki School of Economics and the University of Art and Design. Priorto
the official opening, the workingtitle of the university was “Innovation University” —as it was part of the Finnish
government’s national strategy toinfuse innovation into different areas of its economy. Aalto University aims to
create “a better world through top-quality research, interdisciplinary collaboration, pioneering education,
surpassing traditional boundaries and enabling renewal.” (Rautavaara, 2015, p.14).

The Design Factory conceptis an interdisciplinary platform where students, teachers, researchers, entrepreneurs
and companies collaboratively solve real-world problems -inan informal and relaxed atmosphere. The initiative
was a result of 15 years of experimental teaching of a product development course in an inter-disciplinary and
student-centric manner (Oinonen, 2012). The primary aims of Design Factory are to promote co-operation
between higherinstitutions and industry, facilitate the “learning by doing” philosophy and ultim ately to serve as
an agent-of-positive-transformationin the society at large.
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Aalto Design Factory (ADF) started as an experimental passion-based co-creation platform forteaching, research
and the application of product design (Oinonen, 2012). It functions asan innovation platform and has attracted
a lot of attention fromall over the world. Aalto Design Factory receives about 10,000 visitors peryear (Aalto fi,
2017) and, as of 2016, it has played a host to 20 Prime Ministers and 14 Presidents among other prominent
personalities.

Other higher education institutions and research establishments from other countries are now adopting the
“Design Factory” idea — as a potential solution to their problems. The number of Design Factories established
outside Finland has continued toincrease since 2010. Each of these Design Factories was adapted to the context
and interests of the host institution while sharing the same passion for student-centricteachingandthe hunger
for establishing a passion-based learningatmosphere (Rautavaara, 2015)

In order to connect all the different Design Factories from around the world, Design Factory Global Network
(DFGN) was created. Being part of the network makes it easy for members to have access to knowledge and
resources which otherwise would have been out of reach. The history of Design Factory Global Network (DFGN)
is originates from Aalto University, where the first Design Factory was established (Kemppainen, 2016; Oinonen,
2012; Rautavaara, 2015). Aalto Design Factory (ADF) therefore assumesthe mothership of the network andalso
serves asits headquarters.

1.2. RESEARCH SETTING

1.2.1. RESEARCH GAP
A lot has been written about the “Design Factory” conceptand Aalto Design Factory. To mention a few, Oinonen
(2012, p.17) conducted a study to “analyse what the concept of Design Factory really is, and how it can be
internationalised as a service”. Kemppainen (2016) investigated how the concept of education-as-a-service
changes depending on the type of partnership through which it is exported. In her thesis, Rautavaara (2015)
compared the professional skills and expertise of product developers with the intended learning outcomes and
student experiences of the Product Development Project (PdP) course.

Asfaras | know, noresearch has been conducted on the business model of Design Factory Global Network (DFGN)
before now. The model that was originally designed for two institutions - Aalto University, Finland and Tongji
University, China - has since evolved into an international network that now caters for over twelve institutions
fromall overthe world. Scholars (Bent, 2016; Mékela & Lehtonen, 2016; Tapscott, 2001) define a businessmodel
as how an organisation creates, delivers and captures value. Given the continuous growth of the network, the
needfora deliberate business modelhas become more urgentthatever. Thisthesis thus aims to fulfil this need.

In addition to the above, this research also contributes to the on-going discussion on the needs for an
interdisciplinary approach inthe education offered by schools today.

1.2.2. RESEARCH OBIJECTIVE
This study was commissioned by Aalto Design Factory (ADF). The objective was to develop anew business model
with a plan foralternative revenue streams for Design Factory Global Network (DFGN). The term “alternative” in
this context refers to revenue streams that will complement the current funding that comes from the Finnish
government. At the time of writing this thesis, an important question which was under scrutiny was whether
annual membership fees should be introduced.

I"

Although the term “new business model” is used, to the best of my knowledgethere is currently no official “old”
or existing business model of Design Factory Global Network. Therefore, in order for me to achieve the objective
of developing a “new” business model, it is crucial that | understand the current processes, activities and what
constitute the operations of the network. With this approach, it will be easier to understand the underlying
assumptions and justifications of the proposed Business Model.
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At the end of the study, | shall make recommendations as to whether annual membership fees should be
introduced. Further, | shall suggest alternative revenue streams through which the network can generate steady
income. The implementation of the income generatingideas requireschangesin the current ways of doingthings.
These changes will inevitably have an effect on the new business model.

1.3. STRUCTURE OF THE THESIS
Thisresearchwork is structured into seven chapters:

1. Introduction

2. Literature Review

3. Research Approach

4. Data Collection and Data Analysis

5. Empirical Findings and Discussions

6. Recommendations and

New Business Model

7. Conclusion

Figure 1: Structure of the study
Chapter 1 provides a contexttothe study and also makes explicit my research objective.

Chapter 2 isthe review of the various literature sources associated with Design Factory Global Network, business
model development and concepts such as multi-sided platform, strategicalliance, and community of practice.

Chapter 3 describes my research approach and why this approach was chosen.

Chapter4 focuses on the specificmethod of inquiry used (the groundedtheory)including the outline of how data
iscollected and analysed.

Chapter 5 details the empirical findings of the research.
Chapter 5 focuses on the discussion of the research outcomes and how they can be applied tothe case of Africa.
Chapter 6 contains my recommendations.

Chapter 7 is the concluding chapter which also gives a summary and the limitations of the study. Ideas are also
suggested regarding areas of future research. Finally, asuggested action planis offered.
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2. LITERATURE REVIEW

2.1 THE GROWING NEED FOR INTERDISCIPLINARY EDUCATION
2.2 THE “DESIGN FACTORY” AND OTHER SIMILAR CONCEPTS
2.3 DESIGN FACTORY GLOBAL NETWORK

2.4 BENCHMARKING: OTHER GLOBAL NETWORKS

2.5 THEORETICAL UNDERPININGS OF THE RESEARCH

2.1. THE GROWING NEED FOR INTERDISCIPLINARY EDUCATION
The boundaries between the different disciplines are disappearingat an increasing speed (Bililign, 2013). The
demand to create a new generation of graduates who combine a rigorous disciplinary depth with the ability to
reach out to other disciplines and work in interdisciplinary teams has become an urgent matter (Bililign, 2013;
Bokor, 2012). Research (Carleton College, 2017) has shown that learning experiences are more authenticand of
greater value when they reflect real life. In the real-world, the problems are generally more complex, multi-
faceted and almost always require solutions that are multi-dimensional —looking from different perspectives.

Interdisciplinary education provides opportunities to strengthen the interaction between the academic
communities and corporate organisations (Bililign, 2013; Bonchek, 2016). Thereis a consensus, amongscholars
and professionals, that the current schooling system is not doing enough to facilitate interdisciplinary
collaboration—amongst other skills essential to the survival of the present generation of students.

In response, different interdisciplinary programmes are springing up across the globe. The aim is to prepare
students for an increasingly interdisciplinary, collaborative, and global job market. One of such initiatives is the
“Design Factory”.

2.2. THE “DESIGN FACTORY” AND OTHER SIMILAR INITIATIVES

2.2.1. DESIGN FACTORY CONCEPT
The “Design Factory” concept may be described as an experimental passion based co-creation approach created
to bring together students, staff, researchers, companies and entrepreneurs from all walks of life. The concept
grew out of the Product Development Project (PdP) course and the Future “Lab” of Product Design (FLPD) research
project.

The concept of “Design Factory” evolvedfrom a series of experimentations of student-centric approaches to
teaching and learning and encourages finding new ways of working, breaking down boundaries, and testing the
limits of whatis possible. The fundamentalideasinclude: need-finding, benchmarking, iterative prototyping and,
supportforinterdisciplinary activities, howto enable effective brainstorming ofideas, design thinking, partnership
with companies, development of “can-do” attitude, market research, electronic engineering, user testing, deep
understanding of procurement stages of the product development cycle and the ability to see and treat challenges
as opportunities forlearningandinnovation.

To sumup, the Design Factory conceptis all about creativity, exploring one’spassion, learning from mistakes and
producing proof-of-concept prototypes.



LITERATURE REVIEW

2.2.2. OTHER SIMILAR PEDAGOGICAL INITIATIVES
In my comparison of Design Factory concept and other initiatives, it should be noted that Design Factory as a
conceptdoes notofferany teaching onits own. However, the teachings in courses - such as Product Development
Project (PdP) - that fully embody the Design Factory philosophies are what | refer to each time | discuss Design
Factory teaching.

2.2.2.1. NEXUS LEARNING — THE PHILAU “X FACTOR”
The “Nexus Learning” educational initiative has been introduced in the Philadelphia University, United States of
America. Itis one factor that differentiates the universityfrom others and thus commonlyreferred to as the PhilaU
“X Factor”. The fundamental ideas that underpin the methodology revolve aroundthe following four components:
active, collaborative, real-world learning and the liberal arts (PhilaU, 2016).

Active: Thislearning approach emphasises “learning-by-doing” with real responsibilities place onthe students to
delivervalueasthe stakes are real — not merely classroom exercises.

Collaborative: Thisis aboutinterdisciplinary education —bringing students from different levels and different
programmestogether. Forinstance, ateam may be made up of first year and final year students from any of the
academicfields within the university as well as teaching staff and company representative (Nexus Maximus,
2017).

Real world: The learning ensures a right blend of theory and hands-on practical experiences aimed at creating
real value inthe world for real companies.

Infused with the Liberal Arts: There is astrong connection between the various professional specialties like
business management, law and architecture and classicliberal arts disciplines such as sociology and biology.

How is the “Nexus Learning” different from the Design Factory concept?
The Nexus learningis different from “Design Factory” conceptin the following areas:

- Onlyoperational inthe Philadelphia University

- Offeredalongside liberal arts

- Thereisno pedagogical developmenttraining provided to teachersfortheir professional development

- Many of the projects based on the Design Factory approach are offeredin collaboration with teams from
other Design Factories

2.2.2.2.  IDEO/Stanford design process

The IDEO/Stanford design process is a practice-based learning methodology (Stanford EXPE, 2017). Every year,
interdisciplinary teams of students are brought together from different academic institutions - from around the
world - to solve real-world product development problems in collaboration with companies. Participating
institutions collaborate via Stanford University’s ME-310 course. These teams are taught how to apply the
IDEO/Stanford design process in solving the real-life product development challenge submitted by the corporate
partners. These partners are usuallyinternational companies from different corners of the globe and they provide
the funding needed.

By following the IDEO/Stanford design process, students would start by defining the problem in an iterative
manner until they have found “needs” or opportunities that they can explore. The team benchmarks similar
concepts and also goes into the field to try to understand potential customers. Having collected valuable data,
teams engage in brainstorming sessions with a goal of generating as many ideas as possible.
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Prototypes are developed to further explore ideas. The proofs-of-concept are taken to potential customers for
feedback. Based on the feedback, further ideation and benchmarking may be necessary. The final proof-of-
concept prototypes are usually featured at the Stanford Design EXPErience event in California (Sugar Network,
2017). Whilst corporate partners are provided withfresh and innovative ideas, the students acquireinternational
exposure and agreat learning experience in real-life projects.

How is the “IDEO/Stanford design process” different from the Design Factory concept?
Unlike the “Design Factory” concept, the IDEO/Stanford design process:

- Asof 2017, the “IDEO/Stanford design process” is about sixty (60) years old whilst the “Design Factory”
conceptis around seven (7) years

- Onlyofferedthroughthe ME-310course, onthe otherhand, the “Design Factory” is offered in about forty
(40) coursesin Aalto University alone.

- Thereisno pedagogical development training provided to participating teachers

2.2.2.3. TIIMIAKATEMIA® METHODS
Tiimiakatemia educational approach is based on learning by doing and derived from Nonaka and Takeuchi's
knowledge creating theory, getting the experiences, sharing the experiences with the others, finding potential
new solutions and testing those new conceptsin practice (Luukas, 2017).

Tiimiakatemiaisadegree program of aboutthree years. The programmeis fully face-to-face and does not contain
teaching, only coaching. Learning is facilitated in a communal setting where individuals and teams learn from:
each other, and olderteam companies as well as from the customers (Team Academy Amsterdam, 2017).

As self-directed learning, students plan the things they wanttolearn by preparing anindividual learning contract
which they would share with theirteammates. The learning contract must have the following:

1. Where have |l been?

2. Where |l am now?

3. Where | am going?

4, How do | know that | have reached my targets?

The desired competences are developed by working in customer projects with the support of otherteam mates.
All the team companies must find their own paying customers. Upon completion of any project, reflection is done
at team level and the projectteam is always given feedback from the customers, team coach and from the team
company members.

How is the “Tiimiakatemia approach” different from the Design Factory concept?
Unlike the “Design Factory” concept,

- Thereisa strongfocuson entrepreneurship whilst “Design Factory” is relatively more generic

- Methodologyisonlyoperational inthe TEAMAcademy

- No formal classroomteaching

- Academicdegrees (e.g. Bachelors) are awarded, with the “Design Factory” concept, grades are awarded
for the specificcourse

- Learningisfacilitated in acommunal manner

- Thereisa strongerfocus on commercialization of projects than Design Factory

- Many of the projects based on Design Factory approach are offered in collaboration with teams from
other Design Factories. Team academiesin differentlocations do not collaborate on projects
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2.2.2.4. BIO DESIGN
The Bio-design educational methodology is specific to the medical fields. It is aimed at taking health care to a
higher level by providing an innovative entrepreneurial programme to selected interdisciplinary teams and by
creating new businesses. The idea started at Stanford University and has spread abroad.

The interdisciplinary teams are immersed in clinics for between 4 and 8 weeks to observe their operations and
processes. The goal isfor the teams toidentify as many “needs” as possible, usuallybetween 100and 200 —these
are “needs” that have good business prospects. Afterimmersion, the teams analyse and brainstorm the needs in
order to determine the most feasible and profitable ideas. Eventually, one idea will be chosen and a solution
developedforclinical use and commercialization (Biodesign Challenge, 2017).

During the development stage, the teams are assisted by mentors, coaches, and other relevant stakeholders
dependingonthe topics orideas. Forexample, the stakeholders may be clinicians, patient group representatives,
scientists, engineers, IT experts, designers, and entrepreneurs. It is expected that, every year, at least one idea
will be takeninto production eitherin startups orexisting companies (Biodesign Finland, 2017).

How is the “Bio-design” different from the Design Factory concept?
Unlike the “Design Factory” concept,

“Bio-design”is specificto the healthcare industry

- Thereisa strongfocus on entrepreneurship whilst “Design Factory” is relatively more generic

- Methodologyisonly offeredinone course

- Noformal classroom teaching

- Thereisa strongerfocus on commercialization of projects than Design Factory

- Thereisno pedagogical developmenttraining provided to participating teachers

- Pedagogical experimentations are notencouraged as inthe case of “Design Factory” concept

- Many of the projects based on the Design Factory approach are offered in collaboration with teams from
otherDesign Factories. Bio Design centres based in differentlocations do not collaborate on projects
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2.3. DESIGN FACTORY GLOBAL NETWORK (DFGN)

2.3.1. THE GLOBAL NETWORK- AT A GLANCE
As of the time of this writing, Design Factory Global Network (DFGN) was made up of thirteen (13) members.
Every memberwas set-up to fulfil the needs of its host institution by serving as an innovation platform forlocal
inter-disciplinary co-creation experiments and problem-solving (DFGN Atlas, 2016). Members of Design Factory
Global Network (DFGN) are empowered to address their regional challenges from an international standpoint.
Figure 2 shows the footprint of Design Factory Global Network (DFGN)across the globe.

AALTO DESIGN FACTORY

FRISIAN DESIGN FACTORY RTU DESIGN FACTORY
ID[ASDUAR
— DESIGN e PORTO DESIGN FACTORY
NEXUS DESIGN FACTORY METU DESIGN FACTORY UESIGN FACTORY KOREA
DESIGN FACTORY JAVERIANA

DUOC DESIGN FACTORY

DESIGN FACTORY MELBOURNE

T - ¢m
* < @ Y wtv, .
A — o DDF 2 DFK 7# 1} LAY 0oTU NYC  mm RTY
“h REATHDEC FACTORY — B METU DESIGN =
Aato Unarity MELBoUse ldez* — i = PHILADELPHIA e FACTORY FACTORY

Figure 2: Design Factories around the world (DFGN, 2016)
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2.3.2. MEMBERSHIP OF DESIGN FACTORY GLOBAL NETWORK (DFGN)
The membership of Design Factory Global Network (DFGN) is still growing steadily. For the sake of brevity, | shall
focus on Design Factories which participated in the study.

2.3.2.1.  AALTO DESIGN FACTORY (ADF), FINLAND
Aalto Design Factory (ADF) iscommonly referred to as a unique innovationworkshop (Aalto.fi, 2017), and a place
in which the disciplinary boundaries between technology, business and the arts are broken downin the spirit of
creativity. A place in which students transform vague ideas into successful products. In brief, Aalto Design Factory
(ADF)isa place where everyone gets theirwork done (Aalto.fi, 2017).
Opened:January, 2008
Location: Espoo, Finland
Parent institution: Aalto University
Official website: http://designfactory.aalto.fi/
Core-strength:

o AaltoDesign Factory (ADF) hasits rootin mechanical engineering.

o ltisalso at the heart of pedagogical development within the university and has been organizing
activities that would help Aalto University professors deliver better learning experiences. These
activities include training in the use of certain collaborative tools and facilities as well as
professionalmentoring (DFGN Atlas, 2016).

o Peoplewhoareinterestedintryingout newteaching methodologiesaimedat delivering student-
centric problem-based learning, often come to Aalto Design Factory (ADF). It is common to see
professors from various departments of the university co-creating and delivering courses to
teams made up of studentsfromdifferent disciplines and even other universities within Finland
(Rautavaara, 2015).

Programme:

o Aalto Design Factory (ADF) hosts about 40 courses at its facilities including the Product
Development Project (PdP) and ME-310.

2.3.2.2. DESIGN FACTORY MELBOURNE (DFM), AUSTRALIA
Design Factory Melbourne aims to empower students, professors and other stakeholders to create innovative
solutions to real-world problems. The combination of Design Factory Melbourne and the Faculty of Health, Arts
and Design serves as one of the largest clusters of design researchers and doctorate design research candidates
in whole of Australia (Swinburne University of Technology, 2016). Students from different backgrounds - such as
business, design, engineering and information technology —are usually brought together to form project teams
hosted in collaboration with industry partners.
Opened: November, 2011
Location: Melbourne, Australia
Parent institution: Swinburne University of Technology
Official website: http://www.swinburne.edu.au/fhad/schools/design/design-factory/
Core-strength: The Swinburne University of Technology also serves as a host to the Australian Centre for Design
Innovation (CDI) which was established to respond to the increasing demand for strategic and transformative
design and development in the market. The goal is to increase the uptake of innovations resulting from design
research (Swinburne University of Technology, 2016). By virtue of the close proximity, students therefore have
access to the rare pool of talents as well as the sophisticated equipment.
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Programme: Design Factory Melbourne currently offers three academic programmes: Mechanical Engineering
(ME310), Product Development (PdP)and the Challenge Based Innovation(CBI) project —and they are all project-
based courses offered with international collaboration (Swinburne University of Technology, 2016).

2.3.2.3. DUOC DESIGN FACTORY (DDF), CHILE
The mission of the universityis to train people of technical and professional skills to act with success in their work
lives and with strong commitment to the development of Chile. The establishment of DUOC Design Factory is
consistent with the overall goal of the university as it aims to stimulate creativity among its students through
collaboration and inter-disciplinary activities (Rautavaara, 2015). DUOC Design Factory functions as a collaborative
platformforstudents, teachers and businesses around creativity and innovationin Chile.
Opened: November, 2012
Location: Santiago, Chile
Parent institution: Professional Institute Duoc UC
Official website: http://www.duoc.cl/designfactory/
Core-strength: Nation-wide coverage with over 15 campuses in different geographical locations across the
country. Its root isinindustrial design.
Programme: DUOC Design Factory has a series of interdisciplinary courses that are offered as electives every
semester (Duoc DesignFactory, 2016). These coursesare onlyavailable to advanced students from various schools
of the institute. As an experimental platform, DUOC Design Factory has explored different course structures in its
guest to provide a tailor-made education for categories of students. One of such attempts is an intensive short
course taught to students in the evening (DFGN Atlas, 2016).

2.3.2.4. IDEASQUARE, SWITZERLAND
IdeaSquare is a dedicated test facility at the Conseil Européen pour la Recherche Nucléaire (CERN) (Ideasquare,
2017) and italso serves as the section of the CERN thatinteracts directly with society at large. IdeaSquare aims to
applyits advancedresearch capability forthe common good of all people through community-centred projects.
Opened: December, 2014
Location: Geneva, Switzerland
Parent institution: European Organization for Nuclear Research (known as CERN: Conseil Européen pour la
Recherche Nucléaire)
Official website: http://ideasquare.web.cern.ch/
Core-strength: CERN is the largest Physics research facility in Europe and one of the largestin the world (Allday,
2001). The scientists/researchers at CERN are some of the best in their fields and they regularly engage in
collaborations with students, professionals, companies in various manners. (DFGN, 2016; IdeaSquare-CERN,
2016). IdeaSquare also provides students, professors - and other relevant stakeholders - opportunities to access
the advanced scientific facilities and experts of CERN.
Programme: |deaSquare facilitates programmes such as the Challenge Based Innovation (CBI) and Product
Development Projects (PdP) for Master’s level students. When not in use, IdeaSquare is often used for spedal
events dedicated toinnovation and rapid prototyping

2.3.2.5. [ED DESIGN FACTORY BARCELONA

IED Design Factory Barcelonais formed based on the partnership between three schools: ESADE Business School,
Universitat Politecnica de Catalunya (UPC) and Istituto Europeo di Design (IED) - an Italian design school based in
Barcelona. One of the objectives of IED Design Factory Barcelona is to facilitate strategic interdisciplinary
collaboration between thethreeinstitutionsand industrypartners. |IED Design Factory Barcelonais located on the
campus of the ESADE Business School.The goal of ESADE BusinessSchoolis to differentiateitself fromcompetitors
by offering management education driven by design methodologies with a strong focus on innovation and
entrepreneurship.
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Opened: As at the time of writing this thesis, IED Design Factory Barcelonais yetto be officially launched.
Location: Barcelona, Spain

Parent institution: ESADE Business School, Universitat Politécnica de Catalunya (UPC) and Istituto Europeo di
Design (IED)

Official website: http://designfactorybarcelona.blogspot.fi/

Core-strength: IED Design Factory Barcelonais the first member of Design Factory Global Network (DFGN) that
belongstoa Business School.

Programme: Courses offered at IED Design Factory Barcelonainclude Challenge BasedInnovation (CBI), and PACK-
AGE among others.

2.3.2.6. DESIGN FACTORY JAVERIANA
The goal of Design Factory Javerianais to strengthen innovation and entrepreneurship in the parent university by
serving as a platform dedicated to experimentation, co-creation and innovation. Design Factory Javeriana will
have spacesinthe two campuses of the university at both Bogota and Cali (Javerianacali, 2017)

Opened: As at the time of writing this thesis, Design Factory Javerianais yetto be officially launched.
Location: Bogota, Columbia
Parent institution: Pontificia Universidad Javeriana Colombia (Bogota)

Official website: http://www.javerianacali.edu.co/noticias/lanzamiento-nacional-del-design-factory-javeriana-
colombia

Core-strength: Pontificia Universidad Javeriana Colombiais one of the top universitiesin Columbia. Design Factory
Global Network can therefore benefit from the existing relationships that currently exist between the locl
industry partners and the university.

Programme: Courses are yet to be launched.

2.3.2.7. DESIGN FACTORY KOREA
One of the fundamental goals of Design Factory Koreaistoempowerits students. Others goals are: to be able to
develop solutions to the real-life problems through collaboration and exchange of ideas among students from
diverse backgrounds and companies (Design Factory Korea, 2016).
Opened: April, 2015
Location: Incheon, Korea
Parent institution: Yonsei University
Official website: https://dfk.yonsei.ac.kr/
Core-strength: Design Factory Koreaisrootedin the following three areas: technology, design and management.
Itislocatedinthe midst of some of the biggest electronics multinationalsin the world. Itsrootslie in the Techno-
Arts Division with its model of integrating design, technologyand management (DFGN Atlas, 2016).
Programme: The courses offered at Design Factory Korea include the Product Development Project (PdP) and
various Capstone Projects. The degree programmesofferedat Design Factory Korea are spread over the following
three major areas: Information & Interaction Design (11D), Creative Technology Management (CTM) and Culture
& Design Management (CDM) (Design Factory Korea, 2016).
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2.3.2.8. INSIGHTS FROM THE NETWORK’S MEMBERSHIP
Lookingat all the Design Factories, the following characteristics come across quite strongly: student-centred-ness,
inter-disciplinary education, industrial collaboration, creativity-driven, hunger for innovation and the passion to
make positiveimpactinthe society. There is clearly ashared understanding and common ways of working among
the various Design Factories and this is one of factors that enable effective collaboration among the membersin
spite of the differencesin cultures, timezones and organisational boundaries.

Itis also interesting to note that the various Design Factories have theirroots in diverse fields of study. Take for
example, whereas Aalto Design Factory (Finland) has its root in mechanical engineering, the Design Factoriesin
Melbourne (Australia) and DUOC (Chile) stem from Industrial Design. Design Factory Korea is anchored by the
Techno-Art Division (TAD), a division whose focus is on: technology, interaction design and management.
IdeaSquare belongs to CERN, one of world’s largest Physics research institutes.

The passion, strengths and focused-objectives displayed by each of the Design Factories give hope to the future
of the current education system.

2.4. BENCHMARKING: OTHER GLOBAL NETWORKS

2.4.1. SUGAR NETWORK
SUGAR stands for the Stanford University Global Alliance for Redesign (SUGAR). It is a global innovation network
of educational institutions collaborating with companies to solve real-world product development problem:s. It is
about 50 years old (Trinity College Dublin, 2017).

Target Customers:

o Interdisciplinary teams of masters level students are brought together from different academic
institutions from around the world to build innovative solutions to design challenges from
participating companies

o Corporate partners who are seeking freshinnovativeideas

Value Proposition:

o Freshinnovative ideas, detailed documentation and prototypes for companies
o International exposure and networking opportunities for students

Events:

o Every year, interdisciplinary teams of students are brought together from different academic
institutions from around the world. These teams converge in Stanford University for a short
period and are taught how to apply the IDEO/Stanford design process in solving the real -life
product development challenge submitted by the corporate partners (Sugar Network, 2017).

Revenue Streams: Funds are provided by the corporate partners

Official website: http://sugar-network.org/sugar/getinvolved
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2.4.2. THE UNIVERSITY INDUSTRY INNOVATION NETWORK (UIIN)
This is avibrant network of academics, practitioners and business professionals passionate about advancing
university-industry interaction, entrepreneurial universities and collaborativeinnovation (UIIN, 2017).

Target Customers: academics, practitioners and business professionals
Value Proposition:

o Drivinginnovation and entrepreneurship in university-industry settings
o Professionaldevelopment: Developing the entrepreneurial mindset of university leaders and

managers
Events:

o Conferences

o Professionaldevelopment

o Supportedevents
Revenue Streams:

o Corporate membership fees
o Membershipfees Membershipforasingle academicorbusiness representative

Official website: https://www.uiin.org/

2.4.3. GLOBAL INNOVATION NETWORK FOR ENTREPRENEURSHIP AND TECHNOLOGY
The goal of GINET s to create a Global Network of Entrepreneurial Programsamong Academia, Industry, Research
& Development Centers, Governments, Investors/Mentors, Multilateral Organizations, and
Individuals/Visionaries/Entrepreneurs (serial and first time). The objective is for the identification of innovative
ideas, services, applications, prototypes, products, and through strategic alliances with investors, industry and
government agenciesto bringthese innovations to the marketplace (Jordan, et. al.., 2014).

Target Customers: Academia, Industry, Research & Development Centers, Governments, Investors/Mentors,
Multilateral Organizations, and Individuals/Visionaries/Entrepreneurs (serial and first time).

Value Proposition:

o Theconceptof GINET isto allow and provide ameans forcompanies who operate outside the US
market to access the US market and for companies that operate only in US markets to expand
intointernational markets (GINET, 2017).

o Serve asa portal forcompaniestoaccess marketsthatthey would normallynot be able to access.

o Help entrepreneurs develop their businesses and facilitate effective information exchange and
resourcesthrough abroadinternational network wherethoseinvolved can contribute to improve
quality of life.

o Bridges AcademicResearch, Government and Industry Research

o Build capacity and technology transfer through identification of innovative ideas and through
strategic alliances with investors, industry and government agencies, bring these innovations to
the marketplace.

o Foster global interaction among academic institutions to accelerate R&D from the laboratory to
the marketplace.

o Educate, promote, and encourage the generation of new products and services that can drive
innovation and entrepreneurship.


https://www.uiin.org/
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o Promote global entrepreneurship through GINET events such as capacity building, business
round-tables, university-industry relations, investment activities, etc.
o Facilitate international venture funding through GINET to sponsor brilliant minds and projects.

Events:

o Networking

o Mentoringof entrepreneurs and facilitation of needed training
Revenue Streams:

o Individual membership fees
o University membership fees
o Corporate membership fees

Official website: https://www.ginetllc.com/

2.4.4. Ged NETWORK
The Global Education: Exchanges for Engineers and Entrepreneurs (Ge4) network is an international network of
universities established with the aim of connecting academic engineering and management institutions
worldwide.

Target Customers: Universities, staff members and students
Value Proposition:

o For Universities: Provide excellent engineeringand management universities as partners and be
able to exchange students and staff with them.

o For Staff members: Network opportunities with colleagues all over the world trying to improve
your institutions international portfolio.

o For Universities and theirstaff: Provides the perfect network toimprove yourinternationality.

o For students: research placements, internships, summer school and exchange opportunities

Events:

o Annual Ge4 meetings
o Sports competitions —Global Sports Innovation competitions

Revenue Streams: Membership fees

Official website: http://www.ge4.org/index.html

2.4.5. THE GLOBAL UNIVERSITY NETWORK FOR INNOVATION (GUN:i)
GUNi is a network currently composed of 210 members from 78 countries, which aims to strengthen the role of
highereducationinsociety contributingtothe renewal of the visions and policies of higher education across the
world undera vision of publicservice, relevance and social responsibility (Guninetwork, 2017).

Target Customers:

o higher education institutions, research centers in higher education, networks and other
institutions

Value Proposition:

o to serve as a support structure in helping higher education institutions achieve their visions for
theirsocieties


https://www.ginetllc.com/
http://www.ge4.org/index.html
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Events:

o GUNi Talks

o Conferences

o Publications—reportsand academicarticles
Revenue Streams:

o Financed by the United Nations Educational, Scientific and Cultural Organization (UNESCO), the
United Nations University (UNU) and the Catalan Association of Public Universities (ACUP).

Official website: http://www.guninetwork.org/

2.4.6. SOUTHERN AFRICAN REGIONAL UNIVERSITIES ASSOCIATION (SARUA)
An organisation that aims to assistin the revitalisation and development of the leadership and institutions of
higher education in the southern African region. It is open to all the public universities of the 15 countries that
make up the Southern African Development Community (SADC).

Target Customers:
o Top managementand Higher Education Institutionsinthe Southern African region
Value Proposition:

o To strengthen the Higher Educational Institutions in the Southern African region, thereby
consolidating an agenda for education which results in a significant contribution by Higher
Education to national and regional development (SARUA, 2017).

o Offers a top-level university leadership programme for University Registrars and those with
overall responsibility for the leadership of key professionaland administrative functions (PULSAR
Programme, 2017).

Events:

Vice Chancellor Dialogue Exchange Events
Executive Focus Events

Vice Chancellor Leadership Exchange Event series
Publications

O O O O

Revenue Streams: Grants from governments

Official website: http://www.sarua.org/

2.4.7. CEMS GLOBAL ALLIANCE IN MANAGEMENT EDUCATION
CEMS is a strategic alliance of leading business schools and multinational companies. It aims to set a global
standard of excellence for pre-experience Master’s in management (CEMS, 2017).

Target Customers: Business Schools, staff members, students and corporate partners


http://www.guninetwork.org/
http://www.sarua.org/

LITERATURE REVIEW

Value Proposition:

Events:

o Facilitates collaboration between the academic and corporate members to collectively develop
knowledge and provide education that is essential in the multilingual, multicultural and
interconnected business world.

o Studentsjoiningthe one-year CEMS MIM Programme benefitfrom exposure to: aninternational
course experience in high rank universities and are given access to valuable professional and
personal contacts through a close community

International Business Schools tour

Regional andlocal events such as conferences
Benchmarking meetings

Alumni mentoring

O O O O

Revenue Streams: Corporate partnership, Alumnimembership fees

Official website: http://www.cems.org/

2.4.

8. INSIGHTS FROM BENCHMARKING

The following are some insights gleaned from the analysis of the above networks:

Each of the above international networks has a clearly defined objective, scope and target audience. For
instance, Ge4 (the Global Education: Exchanges for Engineers and Entrepreneurs Network) only targets
engineers whereas SARUA (the Southern African Regional Universities Association) restricts its mission to
the top-managers in Higher Education institutions. Networks such as GINET (the Global Innovation
Network for Entrepreneurship and Technology) and GUNi (the Global University Network for Innovation)
have more genericmission focusing on the entire educational landscape and audience.

The events hosted by these networks are relatively similar to those of Design Factory Global Network
(DFGN) and include: annual general meetings, conferences, talks, tours, networking sessions and
publications. In addition, | found that some networks have alumni mentoring whilst others facilitate
exchange programmes between their members.

In terms of revenue streams, corporate partnerships and membershipsfees appearto be commonto all
the networks —as in the case of Design Factory Global Network (DFGN). Nonetheless, | discovered that
certain networks generate funds through other means e.g. alumniassociations, grants from governments,
the United Nations Educational, Scientific and Cultural Organization (UNESCO) and the United Nations
University (UNU).


http://www.cems.org/mim/curriculum
http://www.cems.org/mim/curriculum
http://www.cems.org/community
http://www.cems.org/
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2.5. THEORETICAL UNDERPINNINGS OF THE RESEARCH

2.5.1. COMMUNITY OF PRACTICE
A community of practice is a group of people who share a common concern, a set of problems, orinterestin a
topic and who come together to fulfil both individual and group goals (Cambridge, Soren, & Suter, 2005). It is
oftenaimed at sharing best practices and creating new knowledge for the advancement of the specificdomain.

The Purpose of Communities of Practice

Every Community of Practice must have a clearly defined purpose. This purpose should take into consideration,
the benefitstothe stakeholders and the specificneeds the group intends to meet. Accordingto Cambridge,
Soren, & Suter(2005), the purposes of Communities of Practice revolve around the following activities:

e Developrelationships: Atthe core of any community are the relationships of trust, mutual respect,
reciprocity and commitment. Building relationships with like-minded people is enough for many
memberstobelongtoa specificcommunity of practice.

e Learn anddevelop apractice: A community may be formed with the aim of learningand developinga
shared practice in a specificdomain based on an existing body of knowledge.

e Carry out tasks and projects: A community of practice may be formed with the intention of carrying out
a particulartask or projects e.g. develop amodel, compile cases onasubject.

e Create new knowledge: Creation of new knowledge (orredefining the boundaries) may also serve as the
purpose of a given community of practice. Inthis type of community, members would go beyond the
current practice to explore alternative —perhaps, cutting edge —approaches.

The Benefits of Communities of Practice

e Connectpeople:Theyserve asaplatformthat connects people who might not have had the chance to
connect.

e Provide ashared context: They make it possible for peopleto share theirstories and personal
experiencesinamannerthatbuilds understanding and trust.

e Enable dialogue: Communities of practice create opportunities for people to come together, brainstorm,
explore new ways of doing things, solve problems and create new and mutually beneficial opportunities.

e Stimulate learning: They may function asa ground where peoplelearnfromreal life experiences, for
example through coaching, mentoring, and self-reflection leading to authenticlearning.

e Capture and diffuse existing knowledge: Given that acommunity of practice isa place where people
share knowledge - personal experiences, insights and knowledge - it may therefore be leveraged to
diffuse existing knowledge or “best practices” about a topic.

e Collaborative processes: Communities of practice make it easy for collaborative initiatives to be
facilitated between members.

e Helppeople organise: Communities of practice may be used as tools for organizing peopleinto groups
or sub-groups around specificgoals.

e Generate new knowledge: Communities of practice can go beyond the sharing of existing knowledge to
the generation of new knowledge.
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Lifecycles of Communities of Practice

Communities are organicin nature — they have lifecycles like mostliving organisms. The lifecycle phases of a
typical community of practice can be described as follows (Cambridge, Soren, & Suter, 2005):

Energy.
Commitrment &
Visibility Sustain

Grow

Time

Figure 3: Lifecycle phases of a typical community

e Inquire: Atthisstage, differentideasare beingexplored, potential audiences are also beingidentified and
the purpose, goals, as well as a vision forthe community are being formed.

e Design:Once the purpose and vision of the communityhave been established, the activities and processes
- amongotherstructures - needed to supportthe community’s goals, will be putin place.

e Prototype: An “experimental” or “pilot” version of the intended community is beingimplemented with a
relatively smallergroup or audience.

e Launch: Followingthe success of the prototype stage, the community isthen rolled out to a much wider
audience.

e Grow: As the community continues to stabilize and grow, activities will be initiated to facilitate more
collaborative learning and knowledge sharing. This may take the form of group projects, and/or
networking events that meet individual, group, and the network’s goals while creating an increasing
opportunity for participation and contribution.

e Sustain: In order to sustain growth and continually meet the expectations of members, at this stage,
measures and controls will be putin place to cultivate and assess the knowledge and “products” created
by the community to carefully re-inventits strategies, goals, activities, roles forthe future.

In order to successfully build a community of practice, a deep understanding of the above lifecycle phases is
crucial. Without a conscious attempt to navigate through each of the phases, momentum may be lost during the
launch phase and the community may notreach the critical mass needed to be self-sustaining.

Online Communities of Practice

With technology connecting different peopleacross the globe, itistherefore to consider the implementation of
Communities of Practice online. Implementingan online Community of Practice is not a staticaction of simply
“switching on” a software platform ortechnology. Ratherthe online Community of Practice should function as
the social architecture of the community thataugments the features of the traditional face-to-face meetings. In
additionto opening new opportunities formembers to communicate and collaborate, it will also enliven the
whole community by serving as a platform which provides new possibilities in relationship building,
collaborative learning, knowledge sharing and other entertaining activities.
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The following figure gives an overview of how the core technical features of anideal online community of
practice may be aligned with the four primary areas of activity of most Communities of Practice:

Relationships Learning Action Knowledge
= Distributed = Marrated * Project = Keyword and full-
Core account FPowerFPoint management text searches (site-
Technical management presentations * Task wide and by
* Member » E-learning tools management section)
Features networking profiles | = Assessments * Document = Structured
* Member directory = Web collaboration databases and
with relationship- conferencing * File version database tools
focused data fields and webcasis fracking = Digital stories
= Subgroups that * Online meetings | = File check-in * |dea banks
are defined by = Online and check-out | = Web conferencing
adminisirators or discussions * Instant * Online meeiings
that allow » Web-siie links messaging * Online discussions
members to self- » |nteractive * Web * Announcements
join muliimedia conferencing = Web-site links
* Online = Variety of and online * Multiple modes for
meetings/chat community meetings knowledge
* Online discussions member roles * Onling representation
= User-controlled and discussions = Resources directly
delivery modes for respongibilities is | * Individual and associated with
notifications and supported group interaction
information calendaring
= Community activity * Subgroup
reports working
spaces

Figure 4: Core technical features of an ideal online community of practice (Cambridge, Soren, & Suter, 2005)

2.5.2. STRATEGIC ALLIANCE
A strategicalliance may be defined as a purposive relationship between two or more independent organisations
that enables each to achieve specificstrategicgoals that neitherwould be able to achieve on theirown. It often
involves the pulling together of resources, exchange, sharing, or co-development of capabilities. Although they
continue operating as separate organisations, the control over the partnership and the benefits are shared by
both as they continue making contributions to the alliance until itis terminated (Study.com, 2017).

Benefits of Strategic Alliances
The advantages offered by strategicalliances can be broken down as follows (Study.com, 2017):

e Organizational advantages: A strategicalliance may be formed with the intention of acquiring certain
skills orincreasing production capacity through access to a larger distribution system. A strategicalliance
partner may also provide complementary products or services that create synergy. In a similar vein, a
relatively newplayerin a market, by havingastrategic partnerwhois well-known and respected may gain
legitimacy and creditability more quickly than those companies without astrategicalliance.

o Economic advantages: Strategicalliances make it possible for organisations to reduce costs and risks by
sharing them across the members of the alliance. Itis also possible to obtain greater economies of scale
as production volume can increase, causing the cost per unit to decline. Further, strategic partners can
take advantage of co-specialization in attempt to create additional value.

e Strategic advantages: Strategic alliances may also involve joining forces with rivals in order to access
certain opportunities such as development of new technologies orto pursue joint research projects.

e Political advantages: To gain entry to some markets or overcome political barriers, it may be necessary
to forma strategicalliance with local businesses that are politically-influential.
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2.5.3. PLATFORM THINKING

2.5.3.1. WHAT IS A PLATFORM?
A platform may be defined as a service or product that brings togethertwo or more distinct but interdependent
parties (sides or customer groups). The term “platform” is synonymously used to referto the concept of “multi-
sided platforms” which describes the interactions between many different parties. A platform creates value by
facilitatinginteractions amongthe participating parties such that members of one side are more likely toget on
board when more members of anotherside do so (Hagiu, 2006).

These days, people —including some scholars - seem to have developed the habit of using the term “platform” to
refer to some software apps or technology solutions (Climax Media, 2016). Whilst almost all the successful
platform-based businesses (e.g. Uber, eBay, Google, YouTube, and Facebook) are technology-oriented, the
conceptof platform extends farbeyond technology (ibid). As amatter of fact, the idea of a multi-sided business
isas oldas humancivilizationitself and can be traced all the way back to early marketplaces, bazaars and auction
houses (Moazed, 2016). In the ancient Rome, for instance, the bazaar owner would lease booths to their
merchants (one side) and at the same time attract customers (another side) to the bazaar through
advertisements. This way, the merchants were able to sell their goods to the customers more easily and at
reduced costs—as they did not have to own the booths from which they sell. Eveninrecent times, the concept of
multi-sided platforms still exists. Examplesinclude: classicauctionhouses, shopping malls, stock-exchange houses
among others (Moazed, 2016). The only difference in this modern age is that technology now provides the ability
for these venturesto scale more easily and profitably.

To fully understand the various dimensions of a platform, | shall now proceedto discuss the core concepts of a
platform.

2.5.3.2.  PLATFORM — CORE CONCEPTS
The key concepts that underpin are discussed below:

MULTI-SIDEDNESS

As a concept, “multi-sidedness” refers to the fact that a platform is made up of many sides where each “side”
describes adistinct group of users (orcustomers) that are brought together. Forexample, the iOS platform brings
togetherapp developers (oneside) and end users (the otherside). Allthings being equal; without the platform, it
will be relatively more expensive ortime consuming forthe two (or more) sides to find each other and transact.
Basically, the platform creates value by serving as a mediator in the bringing together of the different sides and
facilitating activities that help them accomplish their individual objectives in a strategic manner (Hagiu , 2006;
Tiwana, 2013). Figure 5 depictsthisidea:
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Figure 5: Two-sided platform
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NETWORK EFFECTS

Tiwana (2013) defines “network effects” as the degree to which everyadditional user of a platform makesit more
valuable to every other existing user of the platform. Put differently, network effects refertoa phenomenonby
which the value within the platform grows to the extent thatit attracts more participants (Savander, 2015).
There are two properties of network effects: direction and sidedness (Tiwana, 2013). The direction can either be
positive or negative. A platformhas positive network effects when a user’svalue from using the platform’s service
or productincreases with the number of other users using the same service or product. Take forinstance; the first
registered user of LinkedIn or Facebook will derive novalue fromthe platform since he or she isalone and there
isnootherpersontointeract with. The second userthat joins willautomatically increase the value of the platform
to the firstuserand to herself. Inthe same fashion, the one millionth userwill likewise increase the valu e of the
platform to all the existing users and to herself thereby increasing the attractiveness and usefulness of the
platformto users that join afterhimor her.

Negative network effects are the opposite. Itis a situation when auser’s value from using the platform’s service
or product decreases with an increase in the number of other users on the network. An example can be a
consistentincrease inthe numberof cars on a small road — thusleadingto a trafficjam.

In line with Tiwana’s (2013) argument, the essence of positive network effectsis that; as additional users join a
platform, the value of the platform increases exponentially—not linearly—as shownin Figure 6.
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Figure 6: Exponential increase in the value of a platform as additional user joins (Tiwana, 2013, p.34)

The second property of network effects —sidedness —can be further divided into: “same-side” or “cross-side”.
Same-side network effects describe what happens tothe value of the platform - to all existing users on one side
- when an additional user joins that particular side. An example of positive same-side network effects would be
the addition of a new user (friend) to Facebook, this is positive as it increases the value of the platform to all
existing friends on that side. However, the addition of an interviewee to an interview process decreases the
employment chances and appealto existing candidates. This is an example of negative same-side networkeffects.

In the same vein, cross-side network effects refer to how the perceived value of the platform to existing users —
of one side, say “side 1” — changes as new users are added to the otherside (“side 2”). An example of a positive
cross-side network effectsis the perceived usefulness and attractiveness of LinkedInto job-seekers (“side 1”) as
more recruiters or potential employers (“side 2”) join the platform. However, the existence and increase in the

numberof marketers (“side A”) on the platform may give negative experience to the job-seekers (“side B”) —this
may be referred to as a negative cross-side network effect.
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To summarise, the properties of network effects can be depicted as follows:

Network effects Positive Negative

Adding a new user increases the appeal Adding a new user decreases the
SEIg e LTS and usefulness to other users on the appeal and usefulness to other users
same side on the same side

Adding a new user increases the appeal Adding a new user decreases the
oS EH LW and usefulness to other users on the appeal and usefulness to other users
otherside on the other side

Table 1: Network effects

MULTI-HOMING

Multi-homing refers to a situation where a useris a member of multiple (or competing) platforms serving the
same purpose (Hagiu, 2006; Tiwana, 2013). A common exampleisthe credit-card market which, for the sake of
simplicity, can be said to be a two-sided platform: merchants (on one side) and users (on the other). Let us
considerthe credit-card platforms as an example. Members belonging to one platform (e.g. VISA) may also belong
to other platforms (e.g. MasterCard, American Express) serving the same purpose. Likewise, most merchants
accept more than one kind of credit card.

Consideranotherexample in software development; Google’s Android as a platform connects two parties — app
developers and “end users”. Multi-homing occurs when an app developer who creates software applicationsfor
the Android platform alsocreates apps for competing platformssuch as Microsoft’s Windowsand Apple’siOS. On
the other side, the “end-user” who uses a mobile device with Android platform may also have a different device
using Windows oriOS.

TIPPING POINT OR CRITICAL MASS

A platform’s tipping point simply refers to the minimum number of users that a platform must have in order to
manifests network effects. In other words, network effects onlykick in aftera certain number of participants have
joined the platform. This number of users is also known as the platform’s critical mass. Once a critical mass is
reached, network effects becomes noticeable and self-reinforcing (Tiwana, 2013). At this point, the platform can
thenbe leveraged and converted toanincome-generator.

2.5.3.3. PLATFORM GOVERNANCE
Platform governance may be definedasthe mechanismsthrough which the platformownerexertsinfluence over
the participants (or members) of the platform ecosystem (Schilling, 2005). The key to a successful governance is
torespectthe autonomy of members whilealsobeing ableto effectively integratetheirinsightsand contributions
intoa harmonious whole (Tiwana, 2013).

Tiwana (2013) describes the following three dimensions of governance:

e Control: refers to various mechanisms, both formal and informal, used to ensure that the activities,
contributions and behaviours are aligned with the interests and goals of the platform (Hagiu, 2006;
Tiwana, 2013). Examples of such mechanisms are rules and regulations enforced on the platform.

e Decision rights portioning: refers to who has the authority and responsibility to make certain kinds of
decisions.

e Pricingpolicies: refertothe decisions made of when, how and who to charge, onthe platform. The norm
is to charge the lowest prices (perhaps, nothing) to the side (side1) from which the platform intends to
get cross-side network effects started and charge more to the otherside (side2) that benefits more from
the presence of sidel(Eisenmann, Parker, & Van Alstyne , 2006; Hagiu , 2006; Tiwana, 2013).
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2.5.3.4. INSIGHTS FROM PLATFORM THINKING
The fundamental basis of platform thinkingisthe value propositions offered to each side of the platform. So, the
success of any network organisation or platform ecosystem largely depends on its understanding of the needs
and goals of its members and how to coordinate interactions in a manner that helps them achieve their goals
(Sabourin, 2016).

Bonchek (2016) takesthisinsightastep furtherand argues thata truly successful platformis one which does not
only create value by facilitating interactions among participants but one which enables and empowers the
participants to create — and co-create —economicvalue innew ways andin a ground-breaking fashion.

2.5.3.5. DESIGN FACTORY AS a PLATFORM
A typical Design Factory brings togetherthe following distinct groups of users: students, researchers, professors,

entrepreneurs and companies.

Same-side Netwark
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Researchers Crm:-sinll.' Network
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—
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Figure 7: Design Factory as a platform

Looking from the multi-sidedness standpoint, it can be said that there are five sides connected via the Design
Factory platform as illustrated in Figure 7. The diagram is a simple demonstration of the complex relationships
that existin the platform —especially, for the sake of clarity.

The network effects are relativelydeep, given the fact that there are five sides. Asmentionedalready, the addition
of a new member to a platform increases the value and dynamics exponentially —and not linearly. This makes
sense, becauseevery group(e.g. students) can connect to all other groups (professors, researchers, entrepreneurs
and companies). This was referred to as the cross-side network effects. Examplesof cross-side network effects in
the case of Design Factory platform can be the interactions between: professors and students, professors and
companies, professors and researchers, researchers and students, students and companies etc. In the same vein,
the same-side network effects are when the members of a particular group (side)interact witheach other. In the
context of Design Factory, examples are the interactions between student teams or a group of researchers
brainstormingideas.

Platform success is often linked to the effectiveness of its pricing strategy — which is directly related to the
members’ willingness to pay (WTP). As cited earlier, members’ willingness to pay (WTP) generally increases with
the perceived benefits as well as size of the platform.
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The impact of multi-homingis notanissue inthe contextof this investigation as members are expected to belong
to multiple platforms. Take as an example, alaw student, participatingin the Product Development Project course
at Design Factory, may have to engage on some other platforms —specificto his or hercareerspecialization.

2.5.3.6.  DESIGN FACTORY GLOBAL NETWORK (DFGN) AS A PLATFORM OF PLATFORMS
In view of above explanations, Design Factory Global Network (DFGN) may thus be conceived as a platform of
platforms-as shownin Figure 8.
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Figure 8: Design Factory Global Network

The success of the network —as a platform - depends on its ability to help individual members in its network to
deliverthe goals expected of it at the respective hostinstitutions. Forthis to happen, the Design Factories must
be able to generate positive network effects both within their borders and across the global network. The
International Design Factory Week (IDFW), hosted annually, is one initiative through which interactions between
the various Design Factories are promoted. (DFGN Atlas, 2016). During this week, friends and enthusiasts of
Design Factories convergein oneplace withthe aim of sharing their experiences, concernsand planning how they
can bettercollaborate on projects.
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2.5.4. BUSINESS MODEL DEVELOPMENT

2.5.4.1. WHAT IS BUSINESS MODEL?
The definitions of business model have been asubject of serious debate (Fielt, 2013; Makela & Lehtonen, 2016;
Streman & Berglund, 2012). Over the years, scholars have offered various definitions to describe the concept.
After an extensive review of the literature, Fielt (2013) compiles a list of some of the prominent defi nitions
providedsofar. Table 2 givesan overview.

Authors Definition

Abusiness model isthe method by which afirm buildsand uses its resources
to offerits customers better value than its competitors and make money
doingso. It details how a firm makes money now and how it plans to do so
in the long-term. The model is what enables a firm to have a sustainable
competitive advantage, to perform betterthanitsrivalsinthe longterm.

Afuah and Tucci (2001)

A business model depicts the content, structure, and governance of
Amit and Zott (2001) tran.sactlons de5|gr.u.ed so as to create value through the exploitation of
business opportunities.
A business model refers to the core architecture of a firm, specifically how
it deploys all relevant resources (not just those within its corporate
Tapscott (2001 . . .
P ( ) boundaries) to create differentiated value for customers.
We define abusiness model as a representation of a firm’s underlying core
logic and strategic choices for creating and capturing value within a value
Shafer et al. (2005) & & g P &
network.

At its heart, a business model performs two important functions: value
creation and value capture. First, it defines a seriesof activities that will yield
a new product or service in such a way that there is net value created
throughout the various activities. Second, it captures value from a portion
of those activities forthe firm developing the model.

Chesbrough (2006)

A business model, from our point of view, consists of four interlocking
elementsthat, taken together, createand deliver value.The mostimportant
to get right, by far, is the customer value proposition. The other elements
are the profit formula, the key resources and the key processes.

Johnson, Christensen,
and Kagermann (2008)

A business model describes the rationale of how an organization creates,

Osterwalderand .
delivers, and captures value.

Pigneur(2010)

In short, a business model defines how the enterprise creates and delivers
Teece (2010) value to customers, and then converts payments received to profits.

Table 2: Different definitions of Business Model (Fielt,2013)

In view of the above definitions, Fielt (2013) concludes that a business model describes the value logic of an
organization ora networkinterms of how it createsand captures customervalue andthat it can be represented
by an interrelated set of elements that address the customer, value proposition, organizational architecture and
economics dimensions.
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2.5.4.2. BUSINESS MODEL DEVELOPMENT — CREATE, DELIVER AND CAPTURE VALUE
In spite of the fact that there is no generally acceptable definition of business model as yet, scholars and
practitioners appearto agree on the fact that the development of a worthwhile business model centres on how
an organisation (or business network) creates, delivers and captures economic value (Fielt, 2013, Makeld &
Lehtonen, 2016; Streman & Berglund, 2012).

2.5.4.3. CREATING VALUE TO CUSTOMERS
Every business existsto respond to the needs of certain customer group(s). Asoutlinedin the above definitions,
the value propositionis at the core of the concept of business model. Since the objective of any business model
is to solve certain problems for certain customersin a profitable way, a deep understanding of the contexts and
needs of the target customergroupsis critical. Streman & Berglund (2012) and Zott & Amit(2010) argue that the
choice of a business modelwill automaticallydetermines the target customers of the business.

Streman & Berglund (2012) cited an example of Frisco - a technology-based startup. According to them, should
Frisco adopt a manufacturer’s business model, its customers will be made up of machine suppliers. However, if
Frisco implements a technology-licensing business model its target customers will be both the suppliers as well
as the machine manufacturers.

2.5.4.4. DELIVERING VALUE TO CUSTOMERS
In order to deliver the economic value created to the relevant customer segment, certain activities must be
performed. A businessmodel outlines the necessary activitiesthat need to be performed and how theyshould be
performed. It also details who is responsible at various times and what resources are needed (Streman &
Berglund, 2012).

2.5.4.5. CAPTURING VALUE
This describes how an organisation generates revenues whilst it creates economic value to its customers. All
aspects of the organization’s business model - ranging from its choice of a customer segment, strategic
partnershipsas well asits key resources —have potential impacts onits profitability (Streman & Berglund, 2012).

2.5.4.6. BUILDING BLOCKS (DIMENSIONS) OF A BUSINESS MODEL
The following discussion regarding the different dimensions will be based on the Business Model Canvas proposed
by Osterwalder, Pigneur, & Tucci (2009). So far, this is the most widely used framework in the range of business
models (Fielt, 2013) and it is a continuation of the Business Model Ontology presented by Osterwalder (2004).

The canvas is made up of the following nine dimensions or basic building blocks:

2.54.6.1. CUSTOMERSEGMENTS
This building block helps an organisation to answer the following question:

For whom are we creating value?
Who are our mostimportant customers?

In response tothe above question, the organisation willbe able to carefully identify its target customer segment.
In order to better meet the needs of the customers, the segment may be further categorised according to
purchasing behaviours, affordability, demography, among other attributes. As the organisation develops its
business model, it must be preparedtoignore certain groups of customers whilstfocusing on fulfilling the needs
of itstarget customer category (Osterwalder, Pigneur, & Tucci, 2009).
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The customersegment can take differentforms. Beloware some examples:

o Mass market: In this case, the value propositions and other elements of the business all focus on one
large group of customers with broadly similar needs and problems.

e Niche market: Here, the focusis on aspecific, specializedsection of the market and the value propositions
will have to be tailored to the specificrequirements of this market.

e Multi-sided Platform: Following up on the earlier discussionon multi-sided platform; businesses targeting
customersinaplatform market will have to refineits offerings to the needs and contexts of all/both sides
of the platform.

2.5.4.6.2. VALUE PROPOSITIONS
The value propositions help afirmtoreflect on the following questions:

Whatvalue do we deliver to the customer?
Which one of our customer’s problems are we helping to solve?

Thisreferstothe services or products that create valueto the target customers. A value proposition is the solution
or offering or benefits that a firm providesto the customersegment. It may consist of a bundle of products and/or
services that caters to the requirementsof aspecific Customer Segment. The value created may be in the form of
price, speed of service, design, customer experience, newness, performance, customizationand so on ( Fielt, 2013;
Osterwalder, Pigneur, & Tucci, 2009).

2.54.6.3. CHANNELS
Thinking about this dimension helps decision makers to provide answers to the following:

Through which Channels do our customers want to be reached?
How are we reaching them now?
How are we integrating our channels with customer routines?

The Channels are customertouch pointsand they describe how an organisationreaches and deliverthe proposed
value toits target customers. The organisation has a choice about usingits own establish channels orthose of its
strategic partners (Osterwalder, Pigneur, & Tucci, 2009).

Channels sometimes follow the following five phases:

e Awareness:raisingawareness aboutits market offerings

e Evaluation: helping customersto evaluatethe value propositions

e Purchase: makingit possible for customersto make purchase

e Delivery:Thisisabout how the value propositions can be delivered

o After Sales: This includes the various kinds of services or support necessary after the purchase of the
products or services
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2.54.6.4. CUSTOMERRELATIONSHIPS
Inthis building block, one of the mostimportant exercises isto come up with an answer to the following question:

What type of relationships do our customers expect us to establish and maintain with them?

It isimportantforthe firmto be clear asto what kind of relationships it want to establish and maintain with each
segment of its customer-base. This way, proper investments and metrics can be putin place to ensure success.
The following are some of the reasons why a firm might want to maintain its customer relationships: customer
acquisition, customer retention and upselling (boosting sales). The author gave an example of the early days of
telecommunications, where amobile network provider - driven by aggressive acquisition strategies — gave away
free mobile phones to potential customers. Once the market reached saturation, the firmswitched its strategy to
focusing on customer retention and growing average revenue per customer (Osterwalder, 2016; Osterwalder,
Pigneur, & Tucci, 2009). Customer relationships may take the form of: personal assistance, self-service, automated
services, communities of practice, co-creation, and/or dedicated personal assistance.

2.54.6.5. REVENUE STREAMS
The Revenue Streams building block helps the firmto carefully answer the following questions:

For whatvalue are our customers willing to pay and how much?
How much will each Revenue Stream contribute to overallrevenues of the firm?

This dimension referstothe income or cash that a firm generatesin the process of creatingand delivering value
to its target customers. In orderto be profitable, the revenue generated must be greaterthan the cost incurred.
An important aspect of an organisation’s Revenue Streamiis its pricing mechanism —as each stream of revenue
may implementdifferent pricing mechanisms such as fixed|list prices, bargaining, auctioning, Pay What You Want
(PWYW), and Name Your Own Price (NYOP).

In the context of this study, the following are some possible streams orsources of revenue:

e Membership feesand dues: Membership feesoften refertothe once off paymentsmade in orderto join
anorganisation oranetwork. Membershipdues, on the otherhand, referto the different costs associated
with beingthe membership (Dick & Lord, 1998).

e Freemium: The term "freemium" is derived from the two words: "free" and "premium". It refers to a
stream of revenue that entails the offering of services or products for free while charginga premium for
advanced features, orrelated products and services. It has be come a highly popular model, with notable
success (Kumar, 2014).

e Sponsorship: This often manifests as a payment to the organisation or network, in exchange for which,
sponsor(s) would receive arange of benefits(Ahmad, Soon, & Ting, 2015). In orderto secure sponsorship,
time and efforts are required.

o Host institution support: Financial support from respective host institutions may consitute a source of
revenue (Kreps, 1989).

e Llicensing: This refers to the income generated by giving customers (or third parties) permission to use
some protected intellectual propertyin return forsome fees (Jensen & Thursby, 2001).

e Grants: These are non-repayable financial contributions made by an organisation, government
department, foundation or trust, to a recipient (Brody, 1993).

e Pay-per-use or usage fees: These are the fees charged forthe use or consumption of a particularservice
or product (Gallaugher, Auger, & BarNir, 2001; MacKie-Mason & Varian, 1995).

e Subscription fee: This is an alternative method of revenue generation where an organisation offers
servicesorproductsinreturn fora pre-determined fee overan agreed periodof time (Gallaugher, Auger,
& BarNir, 2001; Wang, Zhang, Ye, & Nguyen, 2005).
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Donations and, or gifts: Donations, as well as gifts are sometime made to organisations, especially
academic institutions, for various purposes. In the case of Higher Education Institutions (HEls), these
donations may come from alumni, organisations orindividuals (Harrison, Mitchell, & Peterson, 1995).
Philanthropicfunding: There are wealthyindividuals who seek to promote progress by funding projects
andresearchesthatthey believe would make people's livesbetter (Freedman, 1989). Sustaining thisform
of income generation may require building and maintaining relationships with high net worth individuals
(Ahmad, Soon, &Ting, 2015) and gainingtheir confidence and trust.

Government funding: In most countries of the world, certainamounts of money are often dedicated to
funding education and thisisregardedas areliablerevenuestreamfor most Higher Education Institutions
(HEIs) (Ahmad, Soon, & Ting, 2015; Greenaway & Haynes, 2003).

Advertising: The use of advertisingas asource of revenue has increased over the past decades. It requires
showing appropriate messages to the right audience (Hofacker & Murphy, 1998) anditisverysituable for
platform oriented businesses (Gallaugher, Auger, & BarNir, 2001).

Endowment funding: Endowment refers to a certain amount of money, usually large, given to an
organisation asa form of financial support. As astream of revenue, endowments are very relevantin the
context of educational institution funding (Barr, 1993).

Research and, or consulting services: Organisations, particulary schools may also offer consulting services
to corporates or government agencies as an additional source of income (Ahmad, Soon, & Ting, 2015).
Commission or brokerage fees: this refers to the fees charged when an organisation serves as an
intermediary between two or more parties (Lucking-Reiley & Spulber, 2001).

2.5.4.6.6. KEYRESOURCES
In this dimension, managers need to ask themselves the questions below:

What key resources are required for successfulimplementation of our ideas?

The Key Resources refertothe mostimportantassets required to ensure the success of ab usiness initiative. They
make it possible for the firm to create and deliver its value proposition, reach markets, maintain relationships
with customer segments, and most importantly earn revenues. More so, these key resources can be owned or
leased by the firm or acquired from its strategic partners (Osterwalder, 2016; Osterwalder, Pigneur, & Tucci,

2009).

Key resources may belongto any of the following categories (Osterwalder, 2016):

Physical Resources: these include physical assets such as manufacturing facilities, buildings, vehides,
machines, systems, point-of-sales systems, and distribution networks.

Financial Resources: these include: cash, lines of credit, or a stock option pool for hiring key employees
or securing key resources.

Intellectual Resources: examples include: brands, proprietary knowledge, patents and copyrights,
partnerships, and customer databases.

Human Resources: These refertothe key employees needed toimplement certain business ideas.
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2.5.4.6.7. KEYACTMITIES
An important question toanswerin thisdimensionis:

What key activities are required for successfulimplementation of ourideas?

In order to implement the business idea, certain activities must be performed. This dimension of the Business
Model Canvas is about the most important actions or activities that a firm must perform to operate successfully.
For instance, the key activities in a software development firm would include coding, software testing and
software business analysis. In the case of a PC manufacturing firm, the key activities may include supply chain
managementwhileforastrategy consultancy firms the key activity may be: problem solving (Osterwalder, 2016;
Osterwalder, Pigneur, & Tucci, 2009).

2.5.4.6.8. KEY PARTNERSHIPS
The following questions require answers from the firm’s top management:

Who are our Key Partners?
What key resources are we acquiring from our key partners?
What key activities do our key partners perform?

This building block refers to the different partnerships and/or strategicalliances that the firm requiresin orderto
successfully deliver on the value propositions. The partnerships may take any of the following forms: strategic
alliances between non-competitors, coopetition also known as the strategic partnerships between competitors,
joint ventures to develop new businesses, buyer-supplier relationships to assure reliable supplies (Osterwalder,
2016; Osterwalder, Pigneur, & Tucci, 2009).

2.54.6.9. COSTSTRUCTURE
The following questions are critical:

Whatare the mostimportant costs inherentin our idea?

As a building block, the cost structure provides a detailed description of the mostimportant costsincurred w hile
operatingundera particularbusiness model.
In terms of costs, business model development may be divided into two categories (Osterwalder, 2016):

e Cost-driven business model development: This approach focuses on minimizing costs wherever possible.
It aims at creating and maintaining the leanest possible Cost Structure by offering low price value
propositions, extensive automation, and strategic outsourcing.

e Value-driven business model development: This approach iscommonin cases where the firm place s more
emphasis on value creation rather than cost-saving. In this scenario, the firm would usually offer for
premium value propositions and a highly personalized or customized products or services. Examples
include: luxury hotels, with their lavish facilities and exclusive services.

Accordingto the author, Cost Structures are often characterized by the following:

o Fixed costs: These are costs which remain unchanged overa relativelylongtime irrespective of changes
inotherfactors of production e.g. rents.

e Variable costs: These referto costs that change proportionally with other factors of production.

o Economies of scale: refer to the cost advantages that a firm enjoys as its output expands. This is often
seenin largerfirms which benefitfrom lowerbulk purchase rates thereby causing average cost per unit
to fall as outputrises.
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e Economies of scope: referto the cost advantagesthat a firm enjoysdue to a largerscope of operations.
Again, this is most common in large organisations that use the same marketing activities or distribution
channelsto support multiple products.

2.5.4.6.10. SUMMARY OF BUSINESS MODEL DEVELOPMENT

In summary, Figure 9 shows how each of the nine building blocks fits into the overall Business Model

Canvas.
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Figure 9: The Business Model Canvas (Osterwalder & Pigneur, 2009, p.44)

2.5.4.7. BUSINESS MODEL INNOVATION
Sofar, we have seenthata businessmodel provides answers to the following questions: whoare your customers?
What do you offer to the customers? How do you create their value propositions? And how do you generate
revenue?

Business modelinnovation referstothe continuous changes in how an organisationcreates, delivers and captures
value from its customers (Hagiu , 2006; Rao, 2016). Put differently, a business model innovation describes how
changes to one or more building blocks can completely transform how a business capture add value to its
customergroups and inreturn generate revenue foritself.

The effectiveness of businessmodels lies in the ease with which the different building blockscan be reconfigured
ina way that deliversthe utmost revenue to the firmasits meets the needs of its customers (Osterwalder, 2004).
As a matter of fact, the overall innovations in an enterprise are tightly linked to the model on which the enterprise
runs. This is because it is the business models that determine how the firm’s innovation processes combine
internal and external ideas togetherinto the existing architecture (livari, 2015).



LITERATURE REVIEW

By innovating their business models, IKEA has redefined the way furniture is bought, eBay changed the world of
trade, YouTube positively disrupted the media world and Apple’s iTunes transformed the musicindustry.

2.5.5. BUSINESS MODEL DEVELOPMENT AND PLATFORM THINKING
Traditional business development focuses on getting users on board and charging them for the value created by
the business. In contrast, platform thinking places more importance on network effects and value creation and
oftensubsidisesthe side that creates the value and charges the side which enjoysthe value (Bonchek, 2016; CEB-
Global, 2016; Choudary, 2015).

Proponents of platform thinking often refer to the traditional model of business where a service or a product is
produced at one end and consumed at the other end as a “pipe” (Choudary, 2015; Choudary, Van Alstyne, &
Parker, 2016) whereas the new approach based on platform thinking is referred to as platform business model
development.

2.5.5.1. PIPE VERSUS PLATFORM BUSINESS MODELS
Firmsrunningon a pipe model create products or services, and push them outto customersto consume. A pipe
business model focuses on getting users in and converting themto transact or perform certain actions ( Choudary,
2015). In this setting, value is created upstream and consumed downstream —just as water would flow through a
pipe. Manufacturing plants are good examples of pipe business models. Television and radio are other common
examples—as contents are often spewed at users (ibid).

In a platform business model, users switch roles as both producers and consumers — as a producer, the user
produces value for other users and vice versa (CEB-Global, 2016; Choudary, 2016; Hagiu , 2006). For instance,
usersact as producers whenthey upload videos on YouTube. These users would reverse theirroles the moment
they start consuming (watching) videos posted by others on the platform. Therefore, without producers there is
no value forthe consumers and without consumers, there is novalue forthe producers (Choudary, 2016).

2.5.5.2. COMPLEMENTORS AND PLATFORM BUSINESS MODELS
Competitors are the third parties(entrepreneurs or other businesses) who plugintothe platform and create value
forexistingusers (Bonchek, 2016; Choudary, 2016). The concept of “complementors” —and as the name suggests
- is about taking advantage of the complementary skills and resources that lie outside the platform to further
enrich the value of the ecosystem whilst everyone wins.

Take for example, whereas Encyclopedia Britannica worked on pipe model and tried to do everything by itself,
Wikipedia offers writers the needed tools to collaborate on an article; in the same vein, while traditional Television
Channels expendmore resources, capital and timeintrying to develop better content for theiraudience, YouTube
flipped the conventional business model and provides hosting and otherinfrastructures for peopleto create their
own content. Today, the main competitive edge of YouTube isnolongerits technology —which can very easily be
replicated — but its community of video creators (Choudary, 2016). In a nutshell, the fundamental question that
platform owners should ask themselvesis: how can we enable others to create value on our platforms?
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3. RESEARCHAPPROACH

3.1 CHOICE OF RESEARCH APPROACH

3.2 QUANTITATIVE OR QUALITATIVE APPROACH?
3.3 CHOICE OF RESEARCH DESIGN

3.4 RESEARCH SAMPLE

3.3 STEPS FOLLOWED IN THE RESEARCH PROCESS

3.1. CHOICE OF RESEARCH APPROACH
To conduct an empirical study, it is vital to connect theory with data. As Creswell (2014) explains, theoretical
considerationsregarding one’s choice of a specific research approach is useful to guide and influence how data
will be collected and analysed. In choosing between a deductive and inductive approach, | considerthe fact that
a deductive approach starts with existing theories and then use data to test and validate the theories. In contrast,
an inductive approach starts with data collection and then a theory or model based on the data is developed.

Since this is the first empirical research to investigate the business model of Design Factory Global Network
(DFGN), an inductive approach will be used. The inductive strategy of generating theories out of data is also
associated with a qualitative research approach, which is most useful for hypothesis building and explanation
(Creswell, 2014).

3.2. QUANTITATIVE OR QUALITATIVE APPROACH?
A quantitative research approach is founded on the cause-and-effect thinking logic and it is based on numerical
measurements. Data collection is often guided by standardized or pre-tested instruments as a way of ensuring
reliability and validity of data. On the contrary, the qualitative research approach typically aims to understand
human experiences and behaviours. Itis alsoimportant to note that quantitative and qualitative approachesare
not polaropposites, ratherthey represent different ends of a continuum.

Whereas quantitative researchers use closed-ended questions and focus on collecting numeric data in order to
make sense of the situation and perhaps predict the outcome; a qualitative investigator use s open-ended
guestionsto get into the mindsand emotions of the participants. The researcheris considered as an instrument
and is placed at the centre of the data-gathering process. Thisis based onthe understandingthatthe interaction
of the researcher with participants may lead to intimacythat may impact the researcher’sability to collect and/or
interpretdatainan objective, unbiased manner.

Accordingtothe research objective of this study, the qualitative approach ismore appropriate to explore, develop
and describe the business model of Design Factory Global Network. The use of the qualitativeresearch approach
also makesiteasytolook at matters from broader perspectives and thisis necessary as | brainstorm on new ways
through which the network can generate revenue.

3.3. CHOICE OF RESEARCH DESIGN
A researchdesignisthe logicthat connects the research objective and the collected data (Creswell, 2014). There
are different specific methods of inquiry suitable for qualitative research — including grounded theory,
ethnographicand narrative (Creswell, 2014).

Inthis study, the grounded theory will be used, since there are no previous empirical studieson the research topic
and there isa needto create structuredinformation based on the qualitative data.
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3.4. RESEARCH SAMPLE
The primary sources of data are thematicinterviews and secondary sources such as the publications, reports, and
news letters.

The unit of analysis is Design Factory Global Network (DFGN). As such, the main participants of the study have
beenselected as follows:

e Key decision makers of Design Factories outside Finland: These interviewees constitute a crucial source
of evidence inthisresearch asalmostall of them have beeninvolved in their respective Design Factories
fromthe beginning.

e Key decision makers at Aalto Design Factory: These are people that represent the leadership of Aalto
Design Factory (ADF).

e Independentthird party: Thisisan individual who teaches as a professorat Aalto Design Factory and has
beeninvolvedinsome of the activities organised at other Design Factories —outside Finland. The opinion
of thisindividual will be used to validate my findings and generate ideas.

e Central administration staff: These are the staff members of Aalto Design Factory (ADF) who provide
support to other Design Factories from around the world. These are the people who are reponsible for
the central administration of Design Factory Global Network (DFGN).

3.5. STEPS FOLLOWED IN THE RESEARCH PROCESS
Theresearchis carried out in three stages:

In the first stage, | interviewed the key decision makers of Design Factories outside Finland. During the second
stage, the key decision makers of Aalto Design Factory (ADF) were interviewed with the aim of finding out their
motivationsforconsidering the introduction of annual membership fees, among othertopics.

In my quest to come up with a plan for alternative sources of revenue for the central administration of Design
Factory Global Network (DFGN), | took some time to analyse the views of the decision makers of the member
Design Factories as well as the position of the management of Aalto Design Factory. Then, | interviewed the
independentthird party to get a neutral perspectiveon the topicunderinvestigation.

Finally, | collaborated with the members of the central administration of Design Factory Global Network (DFGN)
to jointly develop abusiness model canvas for the network. This represented the current business model of the
network.
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4. DATA COLLECTION AND DATA ANALYSIS

4.1 GROUNDED THEORY
4.2 APPLYING THE GROUNDED THEORY APPROACH

4.1. GROUNDED THEORY
The ‘grounded theory’ strategies will be used for both the data collection and data analysis.

In Table 3, the basiccomponents of the grounded theory are briefly discussed as outlined by Charmaz (1990) and
Sbaraini, Carter, Evans, & Blinkhorn (2011):

COMPONENT STAGE DESCRIPTION

There is emphasis oninductiveanalysis. In other words, the grounded theory

Throughout  research tends to take a very open approach. The area of focus of the

the study researcher may evolve as it becomes clearer to the analyst(s) what is truly
essential to the study participants (Sbarainiet. al.,2011).

Openness

The data collection and data analysis processes are interrelated. Put
differently, the analysis commences as soon as the firstsetof datais collected
—unlike other approaches, where the entire datasets arefirstcollected before
data analysis process starts. Aresearcher using a grounded theory approach
Analysisand  often begins inquiry with some questions or areas for observation. Data will
data be collected on these matters throughout the study, unless the questions
collection prove, duringanalysis, to be irrelevant. To ensure that no salientinformation
is missed, the data analysis process starts almost immediately the first bit is
datais collected - for cues. Relevant issues mustbe incorporated into the next
set of interviews and observations. Repeating this pattern, makes it easy for
the researcher to gaspas manycriticalaspects of the inquiry as possible.

Analysing
immediately

In grounded theory, data analysis heavily relies on coding. During coding, the
data is broken down into smaller components which are carefully labelled,

Analysis compared and recombined accordingly to form categories. The concepts or
categories thatemerged are considered to be the basic units of analysis, not the raw
data.(Sbarainiet. al.,2011).

Coding and
comparing

The use of memo writingis recommended. This will help researchers to better reflect
Memo- Analvsi about events, categories and relationships between concepts — if there are any. In
writing natysts doing so, researchers are able to effectively monitor and keep track of how the
concepts andtheories evolve.

. Theoretical sampling is the next stage after coding comparison and memo -writing of
Samplingand  the initialdataset have been completed. This is becausethe analysis of the first set of
data data mayraise some questions, revealgaps or even suggest certain relationships that
collection researchers do not yet know or which require further investigation. So, by cautiously
choosingparticipants and byadjusting the previous questions or areas of focus, these

gaps maybe filledand any uncertainties clarified.

Theoretical
sampling
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(Sbaraini et.al.,2011).

Sampling, The sampling, data collection and analysis are completed only when a point of
. “saturation” has been attained. This may be interpreted as a point during the study
Theoretical data . o ) -

: llecti q when no new information/insights are coming from the study partidpants and all of
saturation ol Ior_\ ClL the categories related to the research objective are well understood and can be
analysis validated from the data.

The outcomes of a grounded theory research projectare usually expressed as
Analysisand  a substantive theory or model - a set of categories that are related to one
interpretation another ina cohesivewhole (Sbaraini et. al.,2011).

Production of
a substantive
theory/model

Table 3: The basic components of the Grounded Theory

4.2. APPLYING THE GROUNDED THEORY APPROACH

4.2.1. AN OPEN BEGINNING AND RESEARCH QUESTIONS
Grounded theory studies require open-mindedness (Eisenhardt, 1989). To this effect, | asked as many open
guestions as possible. This way, the interviewees have opportunities to speak their minds and this makes it
possible forme to ask follow up questions on topics that | find interesting —and perhaps, unanticipated.

4.2.2. INITIAL AND PURPOSIVE SAMPLING
Just like any other qualitative research projects, sampling must begin purposively. This, of course, requires some
data to be collected and analysed.

Data Collection

As recommended by the grounded theory approach, | started the analysis of data immediately after the first
interviewand the insights gleanedwere used to tweakthe themes and questions| asked in subsequent interviews.
| was able to use concepts created from previous interviews as my units of analysis and also group them into
different categories—to be furtherinvestigated in subsequent interviews.

Thisinitial sample was carefully chosen to ensure that the perspectives of members were given equal weight. As
such, | started by interviewing the leadership of the following Design Factories: Melbourne, Geneva, Korea,
Javeriana, Santiago, and Barcelona. The background information as well as the responsibilities of these leaders
are detailedin Exhibit 2A.

All the interviews were semi-structured and conducted via Skype — because of the physical distance barrier - and
they were digitally recorded and carefully transcribed. During and after these interview sessions, | wrote memos.

In addition, secondary sources were used to gather relevant data. These sources include: online publications,
paper publications, internal documents such as the annual reports and the Internetincluding Design Factory
Global Network’s websites and those of the members.
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4.2.3. DATA ANALYSIS

4.2.3.1. CODING AND THE CONSTANT COMPARATIVE METHOD
Coding is an essential characteristic of the grounded theory. It is through coding that researchers are able to define,
describe and make sense of the data. Charmaz (1990, p.46) refers to coding as the “pivotal link between collecting
data and developing an emergent theory to explain the data”. According to Sbaraini et. al., (2011), coding occurs in
stages:

¢ Initial coding: At this stage, the researcher generates as many ideas as possible inductively from the
initial dataset.

e Focused coding: Here, the researcher pursues a selected set of central codes throughout the entire
dataset and the study. This requires decisions about which initial codes are most prevalent or
important, and which contribute most to the analysis.

e Theoretical coding: Then finally, the researcher refines and come up with the final categories in their
theory and relates them to one another.

My initial questions revolve around the following areas:

e Goals of Design Factory as a member of the parent institution
Here, | tried to explore and document how the concept of “Design Factory” is understood and how
itsadoptionis expectedto create valueinthe hostinstitutions. A lot of dataand codes were generated
duringthe interviews.

Whilst doing the initial coding, | noticed that certain words were used quite frequently by the
interviewees to express the reasonswhy Design Factories were established in theirinstitutions. After
comparing comments made by the interviewees | made a list of some initial codes. By further
analysingthe codes, | found that the following were common, so| decided to label them as focused
codes: empowering students/professors, development of complementary skills, fostering industry
collaboration, facilitatinginnovation and societalimpact. Someinterviewees also mentioned the idea
of using Design Factories to gain competitive advantage. Although this reason is not shared by the
majority of the members, | think thatit isa useful pointto consider.

After comparing codes against codes and data against data, | was able to distinguish the following
theoretical codes: driving change, engagement with society, facilitating multi-disciplinary education,
empowerment through practical application of theoretical knowledge as well as better learning
experience for the students. In other words, it can be said that some of the main motivations for
setting up a Design Factory are to drive certain kind of innovative changesinthe hostinstitutionand
to empower participantsincludingthe society asawhole.

e Being part of Design Factory Global Network (DFGN)
It is one thing to have a Design Factory, and a completely different thing to be a member of Design
Factory Global Network. Although, almost all Design Factories are members of the network;
membership is optional. For this reason, | attempted to get an understanding of each member's
motivation(s) and expectations forjoining the network.

Generally, interviewees cited the needs to collaborate with institutions that have similar goals or
plans. Some mentioned physical distance, that is, the fact that they are far from others has made it
relatively difficult to work on the same projects with other institutions and therefore it would really
be helpful to have such a network. Based on the initial coding, | inductively generated the following
focused codes which appeared to be prevalent throughout the data set: Remotely located (physical
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distance from others), desires global collaboration, seeks community of practice, seeks support
structure, desire to be unique among competitors

Through constant comparison, | finally produced a theoretical code: desire to learn from others,
intrinsic motivation, validation of ideas, experiments, seeking tangible examples of implemen tation
of innovativeideas.

Comparison of “Design Factory” concept with other options
The aim of this theme was to understand whether or not the host institution had exploredalternatives

before adopting Design Factory concept. If their response was affirmative, | asked follow-up questions
including why they preferred Design Factory to others. One might wonder how this area of
guestioning is relevant to the study. | feel that this theme complements the two-previous set of
guestions about why Design Factory was established inthe giveninstitution and why the institution
joined the global network.

The coding process was relatively straight forward. Almost all the Design Factories mentioned that
they were aware of alternative options but preferred to adopt the concept of Design Factory - for
differentreasons. | thereforelabelthis statement as the focused and theoretical code.

Community of Practice

Asdiscussedinthe literature review, acommunity of practice is the gathering of like-minded people,
who are engaged in similar practices, going through similar struggles and interested in relatively
similar goals. With this in mind, | asked if interviewees considered Design Factory Global Network
(DFGN) as a community of practice. | founditinterestingthat interviewees often started talking about
the idea of community of practice even before | asked. This observation lends credence to the fact
that the networkis truly perceived as acommunity.

The following points were mentioned by almostall the interviewees: disruption is easier when done
together, there are barriers impeding engagement with other Design Factories e.g. time, language.
We are interested in members with similar objectives. The following point was made by a few
interviewees but | felt that it is interesting enough to be included in the focused codes: there is no
perfect community of practice, it is what you make of it, and what we bring to the table is what we
get back. Based on this, | developed a theoretical code that innovations are easier when done
together.

Strategic Alliance

Typically, two partiesengage in astrategicalliance when one has expertise or resources that will help
the other achieve its objectives. In the case of Design Factory Global Network (DFGN) there are
opportunities for members to leverage each other’s capabilities. These capabilities may take different
forms and shapes. So, as a researcher, | was interested in exploring the possibilities for strategic
alliance amongthe members and also wanted to know if there has been anyinthe pastorif there are
plansfor suchinitiatives.

During the interviews, many of the interviewees indicated interests in pursuing some kind of
international university-industry collaboration together with other Design Factories. Someone
mentionedthe needstodirectly connecttheir research solutions with partnersthat understand the
problems and have needs for the solutions. So, after the initial coding process, | compiled the
following focused codes: cross border Industry partnership opportunities for multinational,
differences are also sourcesof opportunities, competitive advantage, physical distance isstill anissue,
needs for Design Factoriesin places such as Africaand India
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Theoretical code: there are significant benefitsforindividual Design Factories to leverage eachother’s
strengthsin spite of the differences that exist.

e Funding
Here, | tried to understand the cost structure of each Design Factory and how it generates revenue —
ifiteverdoes. Having understood their cost structure and revenue model, | then moved on to explore
their willingness to contribute to the financial up-keep of the international network. To be more
precise, | asked theiropinions regarding the potential introduction of annual membership fees.

The initial coding spans a diverse range of ideas. Since thisis a striking aspect of the study, | tried to
be as open-minded as possible to accommodate almost all the perspectives presented by the
interviewees —including those ideas that are not shared by others. The reason for doing this is to
compile asetof codesthat are fully representative of the responses of my sample population.

The focused codes are as follows: disagree with membership fees, membershipfeeis a sensitive topic,
ready to pay fees but Return-On-Investment (ROI) expected, economic situation must be taken into
account, willing to provide financial support other than membership fees but wants to have control
over how funds are allocated, willing to provide in-kind support, the use of a central “pot”, and the
allocation of a certain percentage of each member’s budget to the networks funding.

Overall, my theoretical code was that new members are willing to pay while old members that are
relatively independent are not. The section on empirical findings will provide a more detailed
discussion on the above topics of inquiry.

4.2.3.2. MEMO-WRITING
Throughout the study, | wrote extensive memos which | maintained as a set of notes to support my thought
processesas | proceeded through the study. Before goinginto subsequentinterviews, | would revise my memos
to refresh my memory and collate questions and observations that were of relevance to the interviewee(s) and
context.

4.2.4., THEORETICAL SAMPLING AND ONGOING DATA ANALYSIS
Up to this point, | had focused on the members of the international network in my quest to understand their
contexts, what they perceive as value and their willingness to pay a membership fee — if it were to be
implemented. Next, | shifted my focus to the central administration of Design Factory Global Network (DFGN) —
in Helsinki, Finland - with the following goals in mind:

1. Explore the motivations for wanting tointroduce annual membership fees.

2. Collect data and develop a draft business model that represents the current state of Design Factory
Global Network (DFGN) by collaborating with key resources in the central administration.

I shall now discuss these two points:

The planto introduce annual membership fees by the central administration of Design Factory Global Network
(DFGN)

In efforts todevelop a plan foralternative sourcesof funding for the network, | set outto understand the reasons
behind the introduction of membership fees - or put differently, the necessity for alternative revenue sources.
Since the issues of finance are often dealt with by top management, | decided to theoretically sample the key
people responsibleforthe developmentand running of the Aalto University Design Factory —the mothership and
home of the central administration of Design Factory Global Network. | also soughta neutral perspective froma
Professor of Practice —as an independent third party.

The backgroundinformation to these three interviewees is available in Exhibit 2B.
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Following Charmaz’s (1990) advice, | modified my interview questions to focus on funding and also to discover
how Design Factory has evolved overthe years.

Understanding the current business model of Design Factory Global Network

Once the above three interviews were completed, | believed that | had secured almost everything needed to
develop a new business model. However, | felt the need to first understand what the current business model
would looklike if | were to assemble the various building blocks that | had gathered so far. Having a description
of the current business model would also make it easy for the top management - of both Aalto University and
Design Factory Global Network (DFGN)—to better understand how my recommendationsforimprovement would
leadto a new business model. Moreover, awell detailed business model —such as the one | intended to develop
in this study - would help members of the network, especially the newly established Design Factories, to better
comprehend how the various building blocks fit together.

At this stage of the research, | further modified my questions - as suggested by Charmaz’s (1990) and Sbaraini et.
al., (2011). The aim of the interview/session with the team - responsible for the central administration of the
network - was to collaboratively brainstorm on the various building blocks of the business model and how they fit
intothe picture. Tofacilitate the session, | used the business model canvas framework developed by Osterwalder
and Pigneur(2010).

4.2.5. MAPPING CONCEPTS, MEMO WRITING AND REFINING OF CONCEPTS
Once the theoretical sampling was completed, | began to code theoretically. | fleshed out every major focused
code by investigating the contexts in which they manifested and considered whether or not there were
relationships amongthem. This processwas repeated until | was certain that | had reached theoretical saturation.
Based ontheinsights generatedduring the brainstorming session withthe members of the central administration
team, together with data from earlier interviews and secondary sources (e.g. publications), | developed the
Business Model Canvases, which are detailed in the following discussion section.
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5.1. GOALS OF DESIGN FACTORY AS A MEMBER OF THE PARENT INSTITUTION
Thereis a popularsayingthat whenthe purpose of a thingis not known, abuse isinevitable. Thisiswhy | started
by attempting to understand the goal of every Design Factory established as a part of the parent institution.

To Be an Agent of Positive Change

One thing that strikes me about the goals of each of the Design Factoriesthat | interviewed isthatthey all seem
to assume roles of strategic “change agents” in their host institutions. “Change” was a word that almost all the
interviewees mentioned. This observation is consistent with the finding of (Oinonen, 2012, p.56), who quoted
Professor Ekman as follows: “The main goals of our operations at Aalto Design Factory is to affect change ...
primarily on the Aalto University campuses, faculties and schools, and then also in other organisations”.

Inasimilarvein,the Melbourne Design Factory is currently effecting positive changes in the Australian educational
system.

“We have now embedded Design Factory concept into the Australian Quality Framework (AQF). So, the
conceptis now an officially recognized curriculum in Australia. As part of the implementation of this idea,
we are also designing what we lovingly called the ‘PhD Surf School’. The mission of the PhD Surf School, is
that we are developing a modelfounded on Design Factory concept: inter disciplinary, integrated, problem
solving with industry partners where students get professional skills as well as contribute new knowledge
to their fields by solving industry problems”.

This now runs as part of the honours, master’s and doctorate programmes at the Swinburne University of
Technology.

To Empower Students and other stakeholders

Even though all the interviewees talked extensively about effecting positive changes, | found that the underlying
discourse relates to empowerment - that is, empowerment of their students, professors, entrepreneurs and perhaps,
the common people. Multi-disciplinary education emerged as a strong theme during the inteniews.

“Ourgoalis to bring multi-disciplinarity into our education in a more formal formatto facilitate innovation
and entrepreneurship. And also to foster mind-sets through a passion-based innovation programme so
thatinnovation can happen”

By empowering people to be passionate about what they want to do, they are enabled to grow the
industry/university collaboration to make it possibleto disrupt it.

An intenviewee who represented an institution that has close to twenty campuses - scattered all over the country —
mentioned the following as one of the main goals of setting up a Design Factory:

“We are aiming to spread the values of innovation, design and creativity to other schools within the

institution. In addition, we are also trying to use Design Factory concept to change the way our professors
teach.

All the internviewees stated the importance of empowering their students to come up with solutions to problems —
no matter what form the problem takes. According to a particular inteniewee:
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“We empowerourstudents so thatthey can look at a problem that they have never seen before and not
be scared to tackle it. Recently, we had a group of students from Ohio State University and the task that
we gave them was what society-driven problem the CERN of today can solve in 2040? They came up with
some very nice concepts that we do not even know how to build today. We understand the Physics behind
them but we do not have the materials to build them. We asked another group of students to design a
jumbo jet in one hour. These were people that have no prior knowledge of Aerodynamics but they were
able to design in one hour a plane that could still fly and we can demonstrateit. So, we want to show the
students thatthey should not be afraid, they should think ‘big and do good’”

Anotheraspect of empowerment, especially asit relates to students, is the development of complementary skill
setsand exposure that will help them to be more successful and give them better chancesinthe future. The fact
that students are assigned mentors who are mostly experienced professionals meansalot. The responsibilities of
these mentors are to guide, inspire and expose the students to the industry-contacts (experts) or experiences
(events ormaterials) that can help the studentto achieve theirgoals.

During my Product Development Project (PdP) course, my project team was assigneda mentor—this mentor was
a Mechanical Engineer with over twenty years’ experience. The mentor playedavery importantroleinmy leaming
experience and in the overall success of the PdP project. At different times, he (the mentor) gave us real-life
perspectives of the problem we were tryingto solve and connected usto otherexpertsinthe field.

Still on the topic of student empowerment, | also found that the technical institutions that participated in the
study considerthe establishment of Design Factories as an opportunity fortheir students to develop soft skills -
among others - which are nottaught as part of the traditional curriculum.

“Our institution is technically oriented in both the way teachings are delivered and content. We aim to
empower our students with social skills and soft expertise (e.g. design thinking, prototyping, and
communication skills) to help them advance in their careers ... We have been spending a lot of time and
resources in equipping our professors from different discip lines and schools (faculties of the university).
Ouraim is to create an impact that will permeate every cornerof ourcampuses.”

Looking from an entrepreneurial perspective, students and other participantswho are interested in starting their
ownventures butlack necessary technical expertise or know-how can be empowered through their participation
in Design Factory projects. Aninterviewee from a Business School mentioned that:

“The way this is strategic to our university is through innovation and entrepreneurship. These are the two
strategicareas for us. Many of our students are interested in projects or fields that are related to high tech
heavy industry ... butsince they do not have the technical expertise or network or initial understanding of
the hi-tech technology ... so, let’s say a student might to kick off a startup that require these skills or hi-
tech expertise they might be afraid to get into such a venture because they do not have that kind of
network now. On more practicalterms, what we wantto achieveis to broaden the variety of projects that
our students of entrepreneurship can consider and can enter to build their entrepreneurial passion. So,
these arethe goals we are aiming to achieve”.

It is becoming common to see Business degree students/graduates wanting to — or, actually — learning
programming languages. This kind of knowledge can easily be acquired by engagingininter-disciplinary projects
where software developers, designers and business students are teamed-up.
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Engagement with society

The positive change orimpact that these Design Factories are aimingto achieve transcends the academicworld.
Considerthe case of IdeaSquare, which belongs to and is situated in CERN (Conseil Européen pour la Recherche
Nucléaire) — that is, the European Organization for Nuclear Research.

“The goal of IdeaSquare is to see how we can connect basic scientific research of CERN with society.
Meaning that we are constantly finding new ways of linking our science with societal needs. We wish to
participate in educating next generation scientists, engineers and innovators. We try to facilitate the
process where this interaction between purely scientifically driven technology R&D meets society-drive,
design things that are driven by user needs and requirements”.

To Facilitate Inter-disciplinarity in our Education Offering
Many institutions —both academic and non-academic —have recognized the need for inter-discipline education
and are now seeking means by which they can partake of it. Considering the fact thatinter-disciplinary education
is one of the core fundamentals of the “Design Factory” philosophy, then belonging to Design Factory Global
Network (DFGN) constitutes a strategic choice for any institution interested in facilitating inter-disciplinary
education. Asan interviewee mentioned:
“What forus is really importantis bringing multi-disciplinarity in our education in a more formalformat.
What we have been doing in the pastthree years, is that we have been setting up different courses where
we have been collaborating with these two otherschools. So, it’s been like a pilot stage leading to Design
Factory collaboration. For us, theimportant partis inter-disciplinarity.”

Some interviewees used the term “unending possibilities” to describe what they are trying to achieve as a Design
Factory. The idea is that when people of different skill sets and backgrounds are brought under one roof to solve a
particular challenge, there is no limit to the possibilities that can be achieved. This is where innovation comes from.

“As you know, the students’ teams are usually cross disciplined e.g. from business management,
designers, engineering, science etc. We equip them to think differently e.g. by doing design thinking, black
hole exercises. We send out to do a lot of market research e.g. water distribution problem, they talk to
expertsin the fields ... they do their homework. Then atthe end, whenthey think that they have interesting
concepts, we would start thinking about the technology. Theidea is to generate new thinkers, innovators
and entrepreneurs. Our aim is breakthrough innovation not incremental innovation ... We are interested
in impact. Companies are very good in versioning. In the aircraft industry, a major breakthrough
technology isifa planeis able to consume 10% less fuel, it is considered a major breakthrough. In our side,
10% is nothing, we are looking for 100% or 1000% - it is a mind-set!”

This kind of educationiscompletelydifferent from what is taught in traditional settings where students are trained
to sustain the status quo. Instead of teaching students to fitinto existing structures, almostall the interviewees
talked about new possibilities or positive disruption.

During one interview, the passion with which a respondent discussed the need for multi-disciplinary education
was so strong that | had to enquire about what motivated this passion. The response was:

“I come from digital media design background and digitalinflation exhibition in the museum world. You
need many people to put together an exhibition for a museum. You need many collaborators to make
anything possible and it is the team and the collective vision that move towards shared meaning that
makes it possible. Experts alone are useless. | have a lot of experience in delivering high quality, large
projects forthe publicthrough a team-based approach. Where different disciplines have to come together
to deliver an outcome ... | am passionate about Design Factory concept. It is the only way to do real
education. | cannot go back to the old way”. | think the old traditionalmodel of university is only a small
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piece in the future of education because you will disrupt it and bring education to whole other level that |
can’timagine and if weempoweryou, you will make it better for the next generation!”

To Differentiate Ourselves from Competitors
Even though the pointin this section answers the question of why an institution would consider joining Design
Factory Global Network, | feelthatitisalsoan appropriate responseto why aninstitution would want to establish
a Design Factoryin the first place. Some interviewees were confident that Design Factory would bring a positive
twistto the kind of education they offer and they consider this as an opportunityto differentiate themselves from
their competitors.
“We are thefirst Business Schooljoining the network and joining the network can help us to differentiate
or profile ourselves as a unique Business School. We are getting away slightly from traditional
managementeducation (e.g. finance-driven MBA programme). We are driving towards inter-disciplinarity
and innovative methodology. The MBA programmeis a ‘keyness’ to challenge but | think it does help usin
the differentiation in the market if we consider othertop schools”.

The pointabout using the Design Factory concept for the purpose of branding or differentiation was cited by only
oneintervieweebutldo finditrelevantandinsightful. The use of engineering (or othertechnical) approachesin
business contexts has increased over the years. For example, the use of Design Thinking approaches and rapid
prototyping in a market-entry strategy will significantly speed up time-to-market and reduce the wasting of
resources.

To Help Speed-Up Our Own Innovative Teaching and Learning Techniques

The adoption of Design Factory concept was also considered as a way of speeding up existing schemes of

innovativeteachingand learning techniques in someinstitutions.One group of interviewees mentioned that that

they already have their own initiative geared at facilitating multi-disciplinary and industry-linked education

projects.
“Forovera decade now, we have beenrunning our own innovative approach to education and this involves
inter-disciplinarity and collaboration with industry partners. This initiative occurs on two levels. The firstis
consultancy services offered by our design department but these are not related to students. The other
one we develop design briefs with companies and these briefs are delivered to professors and students as
projects. This second scheme does not charge companies for participation but we havetosay thatitis not
free because industry has to give us insights, information and guide our students in order to achieve their
goals”.

By adoptingthe “Design Factory” concept, it is believed thatthe existing efforts will be well complemented and
perhaps—its growth rate will be catalyzed.

To Create Our Own Innovation Hub

Quite a number of interviewees also mentioned having their own innovation ecosystem as one of their reasons

for establishing Design Factory.
“Our Design Factory was founded on the three focus areas: Technology, Design and Management. Every
team is made up of students from at least those three areas. The goal is to create a new innovation
platform for our students and faculty to engage in fostering product and service innovation with focus
mainly on ICT. Our country has been recognized as an Information and Communication Technology (ICT)
strongholdin the world. So, as a Design Factory, we aim to find ways to be more creative whilst leveraging
those resources ... We are now busy developing our own innovation ecosystem where we work with
companies through the capstone projectsand also establish corporate programme thatemphasize design
thinking in the next generation of industries. We are currently working hard at building our own internal
ecosystem where companies from ourown localese.g. LG, Samsung, Cisco “.
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The idea of having their own platforms of innovation came mostly from old and independent members.

To round off, it can be said that two of the main motivations forsettingup a Design Factory are to drive certain
kinds of innovative changesinthe hostinstitution and to empower participants, including society.

| found that the agendaand support of the incumbentleadership of the parent institutionis vital to the success
of each of the Design Factories. For example, some universities have theirleadership changed every fiveyears. If
the newly sworn-in leader does not share the enthusiasm of Design Factory, it might be difficult for such ahub to
flourish.

5.2. BEING PART OF DESIGN FACTORY GLOBAL NETWORK (DFGN)
The following are the reasons cited by interviewees for joining Design Factory Global Network.

One of the main reasons mentioned regarding decisionsto join the international network is the desire to con nect
with like-minded people - or institutions aiming for and passionate about similar goals - from other parts of the
world.

Remoteness —difficult to drive change alone

One important point is the fact that it is difficult to drive change alone and being remotely located (physical

distance from others) istantamount to solitary.
“The fact is that we are on the other side of the world. We wanted to share and connect with others who
are going through the same struggles. Because it is not easy to do inter-disciplinary industry disruption
alone”.

A similarreason was cited differently by anotherinterviewee:
"As a country, we are very far from the rest of the world. So, it is always very interesting and beneficial
whenever we have this kind of connection with colleagues from other parts of the world. ”

Existing or previous relationships

| also noticed that existing or previous relationships are important factors thatinfluences the decision to join the
network. For example, a director of one of the longest established Design Factories —overseas —studied at the
Helsinki University of Technology (HUT) now knownas Aalto University. Similarly, the head of anewlyestablished
hubis an Aalto University alumnus who also worked as a researcher within Aalto Design Factory facilities.

“I see the network more as a community of friends. We are interested in finding new ways, effective ways
todemonstrate the usefulness of CERN. Having a networkwhere we can share information is really good”.

Some interviewees mentioned that there were existing relationships between theirinstitutions and the Helsinki
University of Art and Design before merging with the Helsinki University of Technology and Helsinki School of
Economics which resulted in the establishment of Aalto University in 2010. Given the success of prior

relationships, the interviewees said that their institutions were glad to join the international partnership which
has evolved into Design Factory Global Network.

“When ourinstitution joined the network, there were only three members: Aalto, Tongjiand Melboume....
meaning that the community was relatively smaller then and we were the fourth. We joined due to the
strong relationships we already had with the Helsinki University of Art and Design”.
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Invitation to join the international network
Some mentioned that they were invited to join the network:

“We were asked to be part of it”.

The fact that new members are invited to jointhe network, suggests that many of them were not aware of the
international network when they firstinitiated the process of establishing theirown Design Factories.

Desire for global collaboration on academic projects
A majority of the interviewees indicated theirdesire for global collaboration as their primary reasonsfor joining
the international network.

We aim to link our programmes and activities with other Design Factories. For example, the Product
Development Programme in Aalto University.

Aalto Design Factory is seen as the rolemodel bothin terms ofindustry collaboration and diverse course offerings.
Currently, most of the Design Factories from across the world participate in the Product Development Course
offered at Aalto Design Factory by linking their own courses with it. The courses offered at the other Design
Factoriesdo not have to bearthe same name.

In doing so, students from different backgrounds are able to meetand collaborate ona company project. Atthe
same time, managements of other institutions gain insights into different ways of facilitating company-based
projects or how to betterinteract with external stakeholders. The following commentis consistent with this line
of thinking:

We considerthe global network as an opportunity to work and collaborate with other institutions across
theglobe. That way, we can explore various perspectivesof howa particularthingmay be done in different
ways.

Support structure
Interestingly, | noticed that whilst many of the long-standing members were talking about creating their own
platforms of innovation, almost all the new members were talking about getting support from the network.

Desire for industry collaboration across the globe

Many intervieweescited the desire forinternational collaboration as one of theirreasons forjoining the network.
Accordingto the data collected, almost all the members are seeking partnerships so that they can work together
withindustry partners across the globe. Atatime like this, whenthe world is considered a global economy, there
isaconsensusthatinternational collaboration among the members that provides significantopportunities to their
students andresearchers beyond theirowndomains, isimportant. Accordingto aninterviewee:

“Last year, students from our Design Factory and another Design Factory [from another part of the world]
completed a project for a multinationalcompany. This is the kind of things that we would like to continue
trying out with industry partners especially across national borders.
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| observed that in order for an institution to be able to join the network, the status or ranking of the institution
does not matter. Using the exact words of one of the interviewees, | found that:

“The partnerships [on Design Factory Global Network] are born out of a passion for collaborations and ...
driven by providing opportunities to collaborative partners irrespective of their status in the world as
universities or their rankings”.

The above sentiment was shared by many interviewees. They appearto be more interested in people who share
theirpassions and are ready to work hard at them. Instead of using the rankings of institutions as a criterion for
eligibility, the following comment paints a better picture:

“We seek partnership with Design Factories that have an objective of bringing industry and university
collaboration together, to facilitate and empower students to be part of inter-disciplinary industry
engaged problem solving as well as to empower and foster a mind-set through a passion-basedinnovation
programme so thatinnovation can happen”.

Professor KaleviEkman also mentioned that:

“We do nothave a strict list of requirements that must be met but an ideal candidate must show interest
in inter-disciplinary activities”.

All the above reasons align with the four basic purposes of any community of practice platform as detailed in the
literature review, that is: to develop and nurture relationships, to learn and further develop the domain of
practice, to carry out project tasks and create new knowledge.

Looking from a strategic alliance point of view, motivations cited may also be linked to the following benefits:
organisational advantages, economicadvantages, strategicadvantages and political advantages. As members of
Design Factory Global Network, the Design Factories are vehicles through which their constituent institutions
intend to achieve certain goals(e.g. inter-disciplinary educationat alower costand at a fasterspeed). Thisis both
an organisational and an economic advantage. Similarly, the use of the network to help the parent institution
differentiateitselffrom competitors, is astrategicadvantage. Finally, political advantages may be gained through
societal engagements.

5.3. COMPARISON OF “DESIGN FACTORY” CONCEPT WITH OTHER OPTIONS
In the literature review, | discussed otherinnovative pedagogies that are similar to the “Design Factory” concept.
In this part of the interviews, | attempted to find out if the interviewees ever consider adopting other pedagogies
instead of Design Factory.

The response of interviewees is summarised as follows:

Design Factory concept solves our challengesina unique way
A majority of the interviewees said that they were aware of similar initiatives but did not consciously compare
nor benchmark them with Design Factory. Many of these interviewees felt that Design Factory concept was the
most suitable one forthem —as it solvestheir problemsinaunique way.
“Yes, there are other types of this industry engagement projects but thereis nothing in my mind thatis a
larger collaborative effort of a group of people working towards shared meaning. So, basically Design
Factory Global Network (DFGN) is the only thing that speaks exactly to our interests and exact needs”.
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No need to compare with other initiatives due to existing or previous relationships

Many interviewees indicated that even though they may be aware of alternatives, they did not botherto explore
them due to existing or previous relationships with Aalto University. This is similar to the earlier observations
regarding the motivation to join the network.

It was also observed thatalmostall the members also belongto other networks—e.g. FabLab network - but the
members consider the usefulness of each of these networks to be unique and different from others. From the
perspective of platform thinking, this has been described as multi-homing.

5.4. COMMUNITY OF PRACTICE
As illustrated in Figure 8, Design Factory Global Network (DFGN) may be described as a multi-sided platform that
bringstogetherdifferentindependent parties to collaborate and attain goals that they are unable to achieve on
theirown.

As members of the multi-sided platform, the benefits can be analysed from many different perspectives —
including from the community of practice and strategicalliance perspectives. The unit of my data analysis is Design
Factory Global Network (DFGN) —which, in essence, is a platform connecting various Design Factories. Referring
to my explanation of Figure 7, every Design Factory isitself a platform that connects the following stakeholders:
students, professors, researchers, entrepreneurs, corporate organisations and other agencies, including
governments.

The concept of community of practice can therefore be aligned to platform thinking since each of the stakeholder
categories can create acommunity tailored to their particularinterests. Take forinstance, corporate organisations
interested in partnering with universities to drive innovation: they can team up to brainstorm on how to best
achieve this objective. Inthe same way, students of the various Design Factories may also form a community that
can help them to make the most of their opportunities. The interactionsbetween the members of one side of the
platformisreferredtoas the “same-side network-effects” as shownin Figure 6.

Building on platform thinking, the community of practice serves as a platform for people or parties that have
similar goals, challenges and interests. Above all, these parties are often willing to share their perspectives and
supporteach other. Forexample, gone are the days when academicinstitutions operate in silos. Eve ry university
or college now belongs to one community or another. Design Factory Global Network (DFGN) as a community
aims—amongst othergoals - to partner with institutions that are interestedin positivelydisrupting the education
system. In platform thinking, the goal is to achieve “cross-side network effects”.

As Professor Kalevi Ekman putit:

“At some point when the Design Factories started increasing from two, three, four and five, we started
thinking that... what does that mean? Then came the idea that maybe we should arrange a meeting where
all of these Design Factories could meet and see each other, know each other and talk about their
experiences and so forth. And one of those meetings was held here [in Helsinki], the second one in China,
nextonein Australia, then in Chile and the next one in Geneva .... The mostimportant action is the Global
Network Week. Itis a very remarkable investment of time and money, if you travel to one place from some
distant location and you spent the whole week of your time there. A lot of efforts have been put into
planning and arranging the programme, so that every member can have the feeling that when they go
back home, they would have something to bring with them ... a lot of ideas, maybe some help from other
network members forsome burning problems they have at home”.

The International Design Factory Week continues to serve as the meeting point where all members of the
various Design Factories from around the world meetonce ayear. A sample of the scheduled activities foran
International Design Factory Week is availablein Exhibit 3.
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Sharing is essential - what you bring to the table is what you get

Sharing is an important aspect of the Community of Practice, and it goes a long way to influence the growth of

the network. As mentioned by aninterviewee:
“I believe that this is how disruption can happen. What we bring to the table ... what we contribute and
how we can help each other to foster Design Factory conceptis a critical success factor. So, it is not what
we get, it is what we bring”.

Sharingis an essential component of any successful community. Every Design Factory has its own strengths and
weaknesses. By coming together as a community, the unique capabilities of individual Design Factory can be
harnessed and explored to strengthen the others.

“I' think it is a good thing that different factories have the opportunity to hear about each other, what they
are doing and how they are different. It helps you to specialise yourown niche because we should not all
dothe samething we should do something that makes us unique”.

Leverage each other’s unique capabilities
Look at some examples: the Korean Design Factoryislocated ina “hi-tech” vicinity, IdeaSquare belongs to one of
the largest Science research institutes in the entire world. Design Factories in Chileand Columbia provides access
to the Latin American world whilst Melbourne Design Factory has a strong presence in Oceania. Theideais that,
there are representatives from almost every corner of the world in the network and this presents substantial
benefits. The following comment was made by an interviewee:
“We are certain that by working with other members of Design Factory Global Network, our professors
will gain insights into new, perhaps, better ways of doing things. This may include methodologies,
pedagogies or opportunities to participate in foreign funded projects”.

| observed that the members of the network are genuinely interested in using their capabilities to assist others.
Forexample, the PhD Surf Schoolintroduced by the Melbourne Design Factory is an initiative that other members
can easily leverageasa form of international collaboration.

“We want to extend our knowledge and share our discoveries with all the universities involved in the
Design Factories and share supervision knowledge with supervisors so thatthey can become better at their
jobs and notjust have the candidates rely only on the supervisor-candidate relationships”.

Our strengths lie in our differences
Just like any normal community, there are differences: differences of opinions of members, differences in
economical situations, time and cultures. Accordingto aninterviewee:

“We have a lot of differences ... for instance, differences in cultures, time-zones, economies, academic
styles and calendars. These differences make our collaborations and the tension through community of
practices”.

Despite the many benefitsthat can be derived, the community hasits challenges. Aninterviewee said:

“I think it is actually a community of practice thatis organically growing and regenerating itself according
to needs. It is not all communities of practice that are perfect. Not everyone agrees and there is a
consistent tension but the rigour and tensions are important for healthy communities and exerting new
models of knowledge”.
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The above comment reminds me of what the literature say concerning the lifecycl e of a typical community of
practice. Accordingto the authors (Cambridge, Soren, & Suter, 2005), every community islike aliving organism -
dying and growing. Given the rate at which Design Factory Global Network (DFGN) has been growing, | would
place it in the “growth phase” of the lifecycle described in Figure 3. In order to progress to the next level of
development - the sustain phase — the expectations of both the members and central administration must be
properly managed. In addition, tensionsin the community and any other challenges have to be tackled with
caution.

One challenge mentioned by the members of the central administration team, which was also repeated by
ProfessorKaleviEkmanis the fact that:

“One thing that is not nice is that there are times, when we say to some members, send us pictures, send
us information about your Design Factory ... and they say, we are too busy ... and end up not sending the
needed information. Then we think, so why are you here?”

Sometimes, certain materials are required from members for publication purposes as well as reporting to the
management of the Aalto University —in charge of funding the mothership of the network.

5.5. STRATEGICALLIANCE
As a purposive relationship between two or more independent parties aimed at achieving specific goals which
neither party would not be able to achieve on its own, strategic alliance has become an important tool used by
organisations to grow and access opportunities. Many researchers (Kemppainen, 2016; Study.com, 2017) have
discussed the many opportunities that have become available to institutions when they come togetheras a
collective.

| have already discussed the benefits of the network from the point of view of a community of practice. Whilst a
community of practice helps the members to support and create value for each other, the concept of strategic
alliance makesit possible forthe members to create value not only forthemselves but for outsiders as well.

Accenture (2016) reports that corporate organisations are increasingly capturing new growth opportunities and
driving ground-breaking innovations through the value-creating power of their platform ecosystems by tapping
into the capabilities and knowledge of strategic alliance partners such as academicinstitutions.

During the interviews, | asked questions that were focused on exploring Design Factory Global Network (DFGN)
from a strategic alliance point of view. Many interviewees mentioned value -creating opportunities - both for
themselves and fortheir strategic partners (mostly corporate organisations) - as one of the many benefits:

Opportunities for partners

As one interviewee noted:
“We can take advantage of our differences in our cultures, time-zones, economies, and academic
expertise. By leveraging these differences, we can provide unique opportunities for our stakeholders and
partners. For example, we can say to an industry partner. Hey! Do you want to try some user testing in
Finland and Australia? We can do that foryou. So, we have strengths in our diversity and our capability”.

The collaboration between Design Factories in Koreaand Melbourne with Cisco Corporation is an example of how
different members can jointly and strategically achievetheirgoals.

Even a new member that recently joined the network —a few months ago - has already begun an international
collaboration with another memberfora multinational corporation that has branchesinthe two countries:

“Although we are one of the newest members on the network, we have already started benefiting from
quitea range of prospects. One strategic alliance initiative that has recently emerged is an opportunity for
us to collaborate with another Design Factory in our neighbouring country on a project for a corporate
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organisation that has operations in both markets. The idea is foreach of these Design Factories to tackle
the same challenge from different perspectives forthe company”.

The above illustration is consistent with the experience of Professor Kalevi Ekman, who said:

“I can see clear advantage and benefits forour business partners, when there has been a Design Factory
in China. Many of our business partners were interested in that ... they would sometimes say ... hey we have a
factory there, or we have an R&D unit there or we have never been in China ... can we visit Design Factory and see
how they can help us?’”

Design Factory brings variety to available projects and improves the chances of success of entrepreneunal
ventures
This alliance also brings variety tothe available project range. One respondentindicated that:
“We considerthe alliance as an opportunity for us to broaden the variety of projects that our students of
entrepreneurship can work on and possibly take forward as an entrepreneurial venture”.

On a personal level, | took an Innovation Internship Project (i2P) course at the Design Factory. This course was
jointly hosted by my school (Aalto University, Finland) and the ESADE Business School, Spain with industry
sponsors coming from the two countries. As students, we spent some time on each other’s campuses and
conducted market research in both cities: Barcelona and Helsinki. At the end, the idea and prototype that we
developed was considered novel and positively disruptive. Our sponsor — which was Nokia Technologies - was
very pleased with the outcome. Upon completion of the project, we are now exploring the possibilities of taking
the projectforward as an entrepreneurial venture.

Every Design Factory hub has a chance to make a difference
Leveraging the uniquenessof every member is the essence of anynetwork. Forinstance, there isonly one Business
School on the network at the moment whilst others are technically-oriented. The following comment of the
interviewee is noteworthy:
“As the only Business School in Design Factory Global Network, we are confident that we will be able to
balancethe business-technical initiatives of the network. Last year, we were ranked in the top ten in the
world in entrepreneurship. Also, we are able to explore how the project-based courses can be linked to
entrepreneurial pathway”.

In spite of all the seemingly countless possibilities and opportunities to be harnessed, my attention was drawn to
some challenges that make these opportunities difficult to realise.

Physical distance was cited as a serious hindrance by many of the interviewees, especially those outside Europe.

“It is still difficult for us to collaborate with other Design Factories in the network mainly because of the
physical distance. Whilst it is relatively easy for those in Europe e.g. Aalto DF (Helsinki), IdeaSquare
(Geneva), Barcelona, Porto, Riga etc. For us the distance and the cost of travelling can be quite
overwhelming”.

Anotherintervieweetalked about the sameissue fromthe following angle:

“If you give students an assignment and they are not in the same physicalspace, it generates challenge.
We know this and we have studied it. We know already what kind of thing that students can do when they
are together and what they cannot. Even so, we still believe that we can do work together better. There
have been experiments, smaller ones, such as the “rat relay” competition. It is a first step in the right
direction but it is still centred around Aalto University. We are very open to this idea and we would like to
see it happen”.

Itisinterestingto know that attempts have been made to solve the challe nge associated with physical distance.
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The rat relay was mentioned by many of the interviewees as anovel idea. Hereis ashort description. The rat relay
is a problem-solving game — like a hackathon except that the participants are not in the same place. The
participants are members of Design Factory Global Network (DFGN) scattered all over the world and they work
togetherfora given period ata stretch (non-stop). Each of the problems-to-be-solved originates from a different
source. If the first comes fromAaltoDesign Factory, then after the problem has beenworked on forabout 8 hours,
itisthen passedto another Design Factory (e.g. Porto Design Factory), afteranother8 hours, itis then passedto
another (e.g. Design Factory Javeriana) ... this passing around of a part-solution continues until every participant
around the world has contributed and eventually it goes back to the starting point (Aalto Design Factory).
Meanwhile, once ateam submits their solution to the nextteamthey are immediately given anew challenge to
solve —and this continues for 48 hours. More information on the 2016 rat relay can be found in Exhibit 4.

The challenge submitted to the hackathon by Aalto Design Factory came from a corporate organisation that was
seekinginnovative solutions regarding the EuropeanRefugees problem that was very topical at that time. To paint
a background context, the issue concerned the time when the refugees first arrivedand were super excited about
finding something to do in the new country e.g. find a job, but found that, for over six months, they were not
eligible to do anything because of documentation. The challenge was: what could be done in orderto give these
youngand able people afasterstart?

In the words of Professor Kalevi Ekman:

“One of the things to learn from this competition is that, how can you transferthe result of your work to
the next people, so that they will understand what you have been doing? ... We learned a lot about the
difficulties that have to be overcomein order to facilitate such collaborative problem-solving”.

Apart from physical distance, interviewees especially those from Latin Americaindicated language as a barrier.

“So far, our involvementin the activities of the globalnetwork has been negatively affected by language
barrier among others. Untilrecently, we were the only Design Factory that speaks Spanish (almost allour
students don’t speak English). This has made collaborations relatively difficult for us as a part of the
network”.

Differencesinacademiccalendarsand time zones were also mentionedto be sources of challenges.In some parts
of the world, the academiccalendarruns fromJanuary to December, whilstinothersitisfromSeptemberto June.

“As a result of differenttime zones — many times when we are in winter most others are in summer. We
start our semester in March while many others start in September which makes it relatively difficult for
ourstudents to collaborate on projects”.

Needs for Design Factories in more developing countries

This pointcame from only one interviewee. It can be considered as an outlier, however, | thought it warrants

discussion.
“My guessis that if there is a Design Factory in Ghana, Tanzania, Lagos orevenin India, we will be super
eager to collaborate. For example, most of the exercises we give our students are very theoretical. They
are done in a vacuum! The students here, they are born with Wi-Fi. So, if they want to help and want to
help a seven-year old kid in Ghana to learn English, what do they do? They come with Samsung 7 with
some nice apps and everybody here claps saying fantastic, fantastic!!!... but you can ask five simple
questions which will illustrate, even for me, that this is insane. Why? Because there is no connection
whatsoever with the kid or his/her parents or the elderly in the village. We don’t know if they have
electricity, we don’t know if there is network available not to mention wireless service in the field. And
when the kids are in the fields, do you think they will have time to use Samsung 7? Here, it works well but
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it may not workin some other places. So, the key point am making is thatif we have a Design Factory in
Africa am pretty sure thatthese guys will be super busy if they are able to connect in a meaningfulway. |
think this guys will be very popular. Everybody would like to work with them because there will be, for
once, a challenge which is connected to the real environment with people who really understand or at
least are closer to it than here”.

As already mentioned, most Design Factories aim to act as agents of positive change intheirsocieties. And this is
one of the interesting aspects of the global network, the fact that it makes it possible for different hubs to
collaborate on projects that matter to them. Consider the above comment. In spite the fact that this particular
Design Factory has everything it takes to make a positive difference, the interviewee felt that that thereis a
missing link. Even though the students have the right skill sets to make animpact, they can only work on abstract
ideas mainly because thereisalimited connection between their projects and real-life occurrences.

This interviewee is very optimistic partnering with other Design Factories especially in developing countries. In
this way, it will be easier forthemto work on challenges that have adirectimpact onreal people. Although, Africa
was mentioned, the comment applies to other developing countriesinthe world.

5.6. FUNDING THE NETWORK
At the moment, the sustenance of the central administration of DesignFactory Global Network (DFGN) hinges on
the annual budget of Aalto University. Professor Kalevi Ekman explains what is meant by the central
administration as follows:

“There are people who have been spending a part of their time and brains for keeping the network alive.
This includes providing support for members in need of assistance, being in touch, asking questions,
arranging the next International Design Factory Week, sending emails etc. That is the network. Otherwise,
the network is not anything that you can switch off or on”.

As reported by Kemppainen (2016), Aalto Design Factory is currently satisfied with having its expenses covered
when offering support and other related services to other members in the network. Professor Kalevi Ekman
further mentioned that:

“We (Aalto Design Factory) are not making any profit and | guess that we will never make any proftit.
Design Factory Global Network (DFGN) is not a money-making machine. Aalto University does not intend
to make money through this kind of education export”.

It is important to ensure that requests for assistance made by the network members do not overwhelm the
personnel of the centraladministration at Aalto Design Factory, nor cause too much expenses for Aalto University.
Professor KaleviEkman asked the following question:

“What happens when Aalto Design Factory staff are spending significant portion of their time supporting
the network?”.

The above question is relevant given the rate at which the network has been growing in the past five years. In
light of the unexpected, sudden and very large decline of Finnish government funding in 2016, about 350 jobs
(17% of workforce) were cut in Aalto University (Aalto News, 2017). This occurrence makesit clear that thereis
a need foralternative sources of revenue.

“We (Aalto Design Factory) felt that maybe in the long term, it could be healthy for the family members
to pay annualfees that coverthe salaries of these two personnel”.

Further, | asked participants to shareinsightsinto howtheycan contributeto the financial up-keep of the network.
Giventhattheyare all aware of the intentionof the central administration to introduce annual membership fees,
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| also used the opportunity to solicit their opinion regarding how the network can generate revenue from
alternative sources. This part of theinterview sessionsturnedout to be the most emotionaland yet very insightful!

Long-standing members are unwilling to pay membership fees but proposed other options

One of the things that stood out very clearly was the fact that the long-standing members who are also less
dependent members, do not agree with the idea of annual membership fees. No explicit reasons were offered.
However, the following two reasons were made clear.

Reason #1: It is too early to charge annual membership fees

“We arecurrently building our own capability right now. | think that if you start charging subscription fee
to pay Design Factory Global Network (DFGN) ... | don’t know if we have enough funding to pay these
things. So, | will justsay thatit is too early to do these things... | don’tthink thatit is a good idea to come
up with a subscription fee now. I strongly object to the payment of subscription fees”.

Reason #2: Sending cash is difficult to explain to authority

“Sending cash is always difficult. Just sending cash. | think universities are more readily willing to pay for
conference fees ... sending an individual to participate, the fees can cover some little overhead forthe
network. But to ship or transfer money to Helsinki will be difficult to explain to the finance department
andtop management”.

Eventhoughindependent existing members generally disagree with the notion of annual membership fees, they
came up with quite a range of alternative options. For instance, one interviewee proposed the use of a central
bank account referred to as a “central pot”.

Option #1: The use of a “central pot”

“I have discussed a couple of ideas over the past two years and one is that every member pays a
subscription amount into a central “pot”. And there will be some strict criteria built around that pot for
how it will bestto use the funds to support the global Design Factory network thatis one. It is very separate
fromthe central administration and the running of Design Factory network”.

To be sure | understood, | asked for clarity and the response was that:

“By a central pot, | mean putting money in the pot and then collectively decide what we (members) are
going to do with that money ... whether it is to hire an additional staff, to support the central
administration or whetherit is supporta Design Factory which does not have enough money”.

Whilst the idea of a “central pot” seems logical, it will be very easy for things to become complicated especially
giventhe intrinsicdifferences discussed earlier.

Option #2: “in-kind contribution” from every member of the network
“We prefer to contribute either people or in-kind, knowledge ... We would have a visiting staff member
fromour Design Factory come to assistor part of their job could be that they would allocate 50% of their
time to helping with Design Factory Global Network (DFGN) strategy or administration or web design or
communication or stakeholder management with industry partners ... whatever”.
As a way of supporting the central administration of Design Factory Global Network, someintervieweessuggested
the possibility of devoting timein assisting with tasks specificto the network. This support could take the form of
web design, reportorarticle writing or travelling to other Design Factories to provide the needed support.
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Option #3: Allocation of a certain percentage of every member’s budget for the network’s financing
“Maybe we can agree that 20% of each DF’s funding should be allocated to the global network’s activities
but not sent physically to Aalto Design Factory”.

This arrangement proposes that every member of the network would set aside a certain percentage of their
annual budget to be used in financing the network-related expenditure. The idea is that no matter how big or
small every member’s annual budget might be,an agreement should be reached regarding what percentage every
membermustreserve for network related activities. Some interviewees considerthis option as a possible work-
around the challenges associated with the sending of money to the central administrationof the network. | think
this option would be difficult to manage and might introduce unnecessary complications or friction in the
administration of the network.

Option #4: Charge for participation at special seminars organised at annualevents
“What | would do is to charge for participation in certain seminars or dedicated events. Or promoting
student’s projects where the hosting costs will be covered”.

New members are willing to pay
All the new members that participated in the interviews indicated their willingness to pay annual membership
fees. lalsofoundthatthey allhave expectations about what the network would give themin return but there was
no clarity or certainty on what these expectations are. As one respondent mentioned:
“We are happy to pay annual membership fees to belong to the network, but we need some clarity on
what we are receiving in return. Also in the process of joining the network, we were expecting that there
will be signing of some documents (formalagreement) but it turned out that there isn’t — especially when
it involves significant investments from the partners. You want to do it knowing that you have a protected
position in the network”.

In subsequent interviews, | asked participants who had joined recently whether they signed any documents as
part of the joining process, buttheyall replied in the negative. There were also common strong feelings regarding
Return On Investments (ROI). Some already have timelines in mind regarding when their goals of joining the
network shouldbe realised. According to most of them, theyshould already start seeing positive re sultsand within
five yearsof joining, all their goals should have been fulfilled. | asked what these goals were. They mentioned:

“the number of projects in collaboration with other DFs, number of contacts for research and number of
students interested and effectively taking courses in universities within the network”.

Although it was not part of the question, one of the new members raised the topic of what a fair amount to be
charged as annual membership feeshould be.

“From our point of view, we can pay a fee to be a part of Design Factory Global Network (DFGN) but
probably it is less than what you expect... 5000 euro ... is a lot of money forus ... and we cannot pay
that, probably it will be rejected by the authority. As a reference ... the amount we pay to be part of
otherinternationalnetworks ... Cumulus network (1000 eur), Icsid (1300 usd), Nasad (1300 usd), Ico-D
(1000 usd approx.) ... Maybe we can pay according to our economic realities”.

The Cumulus Network is also known as the International Association of Universities Colleges of Art, Design and
Media. ICSID refers to the International Council of Societies of Industrial Design. NASAD refers to the National
Association of Schools of Art and Design and finally, ico-D refers to the International Council of Design. These
associations are specificto the “design” field of study and they aim to promote excellence therein.

The above commentisin line with the concept of “multi-homing” discussed in the literaturereview: belongingto
multiple platforms serving a related purpose. As the central administration of Design Factory Global Network
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(DFGN) deliberate on whether or not annual memberships fees should be introduced, the existence of multi-
homingshould be keptin mind.

| found that almost all the members of the network have a similar funding model that depends mostly on the
budget of the parent institution. However, in the case of one interviewee, the funding that their Design Factory
receives fromthe parentinstitutionis only forthe first three years of its existence, after which they are expected
to start generation of revenues on theirown. When asked how they planto achieve that, the response was:

“We are exploring various possibilities of raising our own money through sponsorship. And this is exactly
the kind of productthat we are currently designing. The question to the corporate relations working with
us is that: which kind of products can we create to interact in a meaning way with the corporate world.
Meaningfulto our students and meaningfulto the companies. Evidently, we will offer sponsorship package
for a fixed period e.qg. three years of a fixed annual fees. With these fees, what are the things that the
sponsors would get in return? Students’ projects, giving them access to the space, workshops facilitated
by Design Factory faculties and giving them visibility to the space. This is the kind of interaction and
products that we are thinking of”.

So, what it means is that this Design Factory must be in a position to generate its own funds after three years,
otherwise it may seize to exist.

Another point raised during the interview sessions was the fact that there are no clearly stated rights and
obligations of the different stakeholders of the network. Using the words of an interviewee:

“The centraladministration of the network should clearly establish what are the rights and responsibilities
that we have as members. | think the consequences of it is that everybody will have to understand the
roles in the network in a much clearer term ... | think it will make the network to be more professional and
formalised”.

The rights and responsibilities (or obligations) mentioned by the interviewee refers to what the central
administration expects from members (e.g. the do’s and don’ts) and what members should expect —in retum -
fromthe central administration (e.g. expected benefits).

5.7. THE CURRENT BUSINESS MODEL OF DESIGN FACTORY GLOBAL NETWORK
Inan effortto develop anew Business Modelforthe network, | felt thatit would be usefulfor me tofirst describe
the operations of Design Factory Global Network (DFGN) by using the nine building blocks that will be used in
constructingthe new model. With thisapproach, it will be easierto understand the underlying assumptionsand
justifications of the proposed Business Model.

At the heart of every business are the customers, as such | will commence with the Customer Segment.

5.7.1. CUSTOMER SEGMENT
At present, the Customer Segment of Design Factory Global Network (DFGN) focuses on:

e Customers: Staff members of the various Design Factories
o End users:Studentsineach of the Design Factories

Asalready explained, customers referto the section of the Customer Segment that pay for the products/services.
In the context of Design Factory Global Network, the staff members of the individual Design Factories are
considered to be the customers. This is because, in addition to running the hubs, they are also responsible for
sourcing the necessary operational funding of the habitats.
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So far, the Business Model Canvas looks as follows:

Hey Partnerships Hey Actraties Value Proposibio... Customer Relate. Customer Sagm.._
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Figure 10: A typical Business Model Canvas

5.7.2. VALUE PROPOSITIONS
The Value Proposition Canvas (VPC) will be used to make sense of the Value Propositions for the above customer
categories:

Value Proposition Canvas (VPC) for Staff members of the Design Factories

The responsibilities of these staff members are typically split between their roles as a member of the host
institutions and the Design Factory.

As part of the host institutions, they are obliged to teach and conduct research. By extension, being part of the
Design Factory, these staff members often strive to get the “jobs” done:

Multi-disciplinary approach to learning: Facilitate multi-disciplinary education by engaging professors,
researchers and students across different fields.

Engage with the society: Solve real life challengesin their surrounding communities.

Practice and theory: Provide practical application of theoretical knowledge.

Provide better learning experiences: Offer student-centric pedagogical approaches in an effective and
innovative manner.

Experimentation: Provides an opportunity for staff members of the various Design Factories to explore
theirpassionsinteachingandlearningthrough an experimentation approach. One of the pain that most
members currently experience is that of being a lone champion. Design Factory Global Network, as a
community will help solvethat problem by serving as a support structure and community of practice.
Tangible examples of innovative teaching and learning techniques: In their quests to innovate, these
staff members generally seek to learn from tangible implementation of teaching methods.

Validate disruptive pedagogical ideas: Professors, who have “ideas” that may be considered “crazy” or
disruptive often seek outside validation of by looking around for support and top-management buy-in.
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The Value Proposition Canvas (VPC), as described already, makes it easy to design, test, build and manage Value
Propositions that match Customer's needs and jobs-to-be-done. Figure 11 shows a fit between the offerings of
Design Factory Global Network (DFGN) and the needs of the customers (staff members)in a more systematic way.
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Figure 11: Value Proposition Canvas (VPC) for Staff members of the Design Factories

The network creates value toits customers (staff members) by addressing their pains as discussed below:

Driving change alone: Oftentimes, most peoplewho are interested in the ideas of Design Factory are those who
want to facilitate positive changesin the way to educate orteach. Asan individual, itis more difficult to drive and
facilitate positive changes inany setting—be it ina society, an organisation oreducational institution. Asa pain
reliever, the network offers asupport structure in avariety of ways toanyone whois passionate about facilitating
the kind of education that the “Design Factory” conceptrepresents. Inthe process, the concerned staff members
will be able to gain from the experiences of Subject Matter Experts from around the world on various relevant
topics at events such as the boot camp and the International Design Factory Week. The staff will also be given
the opportunities to learnfroma model that has been tested and successfully implemented across the world. All
these opportunities/experiences will provide some form of validation and also significantly strengthen the
intrinsic motivation of the staff memberto forge ahead with the implementation of the desired changes.

Lack of time: There are timeswhen a staff member may want to explore some new approaches of teaching but
may not have the time to experiment with the underlying concepts or ideas. The pool of methods and best
practices of Design Factory Global Network (DFGN) can easily be leveraged and adapted.

Recruitment: It may sometimes be difficult or time consuming to find someone with the right credentials,
experience or qualities to facilitate passion-based student-centriclearning—amongst others. In such a case, the
diverse talent pool and skill set available onthe network can be very useful.
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Value Proposition Canvas (VPC) for the students

The students are the end users but there are no direct interactions between them and Design Factory Global
Network. The assumptionisthat, by empoweringthe individual De sign Factories to achieve theirgoalsthey will
invariably help the studentsto meettheirneeds as well. The following are some of the needs and desires which
students are aimingtoachieve:

Employability: Education that improves the chances of being able to earn a living either by running their own
businesses orsecuringemployment with reputable firms.

Memorable experience: Learning experience thatis unique, relevantand memorable.

Fun: Most traditional teaching methods are boring. Students often enjoy learning methods that are interactive,
engaging and explorative.

Freedom to express ideas: It is one thing to understand concepts but a completely different thing to be able to
explainthem. Students find ituseful when given the freedom to express ideas.

Networking: Meeting and making new friends are necessary to both personal and professional development.
Students desire education that gives them opportunities to achieve these personal goals.
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Figure 12: Value Proposition Canvas (VPC) for the students

The network creates value toits end users (students) by addressing their pains as discussed below:

Silo: Silo in this context refers to situations where students only study with people from their own fields, for
example, Mechanical Engineering students working on projects together. As already explained, Design Factory
courses are all multi-disciplinary and a majority of them are linked to projects from real companies. As gains,
students who participate in such projects get more than practical application of theirtheoretical knowledge but
are also given opportunities to work with smart students from otherdisciplines. Most of these projects may also
have international partnerships where students work in close collaborations with students from universities
abroad. At times, companies provide mentor(s) who often provide guidance to the students and also provide the
needed industry knowledge. This experience offers students international exposure and help them to be more
culturally mature as they develop their soft skills. Whilst student develop both professionally and personally, they
also become betteraware of theirstrengths and problem-solving approaches and abilities.
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Too much theory: Education that is based on too much theory is fast becoming irrelevant. To be competitive,
students must be given opportunities to apply theoretical conceptsin solving problems —in the process, they will
learn by doing. As pain relievers, Design Factory concept offer courses that are based onreal life challenges. The
fact that there are no right or wrong answers encourages students to be creative and explore different ways of
tacklingthe problems. Thus, using the learning by demand method — finding out and learning and exploring any
concepts and/or acquiring whatever skills that will enable them to develop a working prototype that solves a

problem.

Boredom: Most traditional approaches to teaching are one directional, with the professors doingalmost all the
talking whilst the students listen passively. This can be boringto students. In comparison, the courses offered in
Design Factory are considered more fun and engaging because of the pedagogical approaches used.

Having developed the Value Propositions, our Business Model Canvas looks as follows:
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Figure 13: Value Propositions

of Design Factory Global Network
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Figure 14: Mapping Value Propositions Canvas and Business Model Canvas



EMPIRICALFINDINGS AND DISCUSSIONS

5.7.3. KEY ACTIVITIES
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Figure 15: The Key Activities of Design Factory Global Network

The following are examples are key activities of the network:

Documentation: This refers to the various documents that encapsulate and/or describe the “Design Factory”
concept. For example, the website, atlas, publications, thesis works, among others. The documentation as a key
activity may serve as a proof-of-concepts formembers looking to validate or try out some ideas.

Tailored training: As part of the support structure to other Design Factories, the mothershipsometimes organises
trainings that are tailored to the context of the particular member.

International Design Factory Week (IDFW): Thisis a gathering of all the Design Factoriesinthe world under one
roof. This is an annual eventand it usually takes place over a period of one week and the hostingis rotated. For
instance, the 2014 version was hosted in Melbourne (Australia)and the 2015 edition was heldin Santiago (Chile).
A sample scheduleof activities of the International Design Factory Week is available in Exhibit 3.

The “DF Boot camp”:The boot camp is targeted at parties that are interestedin knowing more about the “Design
Factory” idea. The boot camp focuses on teaching participants about the concept. These people, typically, would
visit Aalto Design Factory (ADF) and be taken around the factory on a tour with workshops on some of the
methodological approaches.

Visitation: As part of the process of getting to know what the “Design Factory” concept is all about; interested
candidates often pay a visit to Aalto Design Factory (ADF) facilities. In addition to those who are planning to set
up theirown Design Factories, Aalto Design Factory (ADF) is frequently visited by prominent personalities such as
the Presidents of Russia, King of Sweden.
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One-on-one support: Inasmuch asitis usefulto brainstormin groups, some challenges are specificto certain hubs
rather than the others, as such the nature of activities needed to tackle these problems are done on a one -on-
one basis.

Match making: The network also assists members who are looking for potential talents to source qualified
professionals. If the administrators of the networkgetinformation regarding the qualities of a potential employee
that are most important to the employing member, then other members within the network, meeting those
criteria, are contacted regarding whetherornotthey would be interested in these opportunities.

5.7.4. KEY RESOURCES
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Figure 16: The Key Resources of Design Factory Global Network
The key resourcesinclude the following:

Design Factory Topic Experts: These are the individuals that have deep understanding, expertise and experience
of how the Design Factory concept works. The members of the centraladministration fitinto thiscategory as they
have spent some time overseas as part of different Design Factories. Their experience includes helping other
Design Factories with general factory-setup, curriculumdevelopment, providing insights and advice on the various
methodologiesand styles of working of the concept. Membersof other DesignFactories whohave gainedrelevant
experience may also functioninthisrole.

Pool of methods: These are the different approaches used in ensuring that the goals of the “Design Factory”
conceptare achieved.

Knowledge across Design Factory Global Network: The experiencesand knowledge gainedby members over the
years are importantintangibleresources that can never be over-emphasised.
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Figure 17: The Customer Relations of Design Factory Global Network

Customers often prefer to be interacted with through the following:

e Personal interactions: Staff members of the Design Factories usually prefer personal interactions whilst
communicating. This mostly happens through Skype, video windows and during events such as the
International Design Factory Week (IDFW) and the “DF Boot camp”.

e Face-to-face: In the context of the network, face-to-face interactions are used to explain the fact that
some customers require the physical presence of the other party as part of the engagements. To achieve
this, the party with the desired expertise may be temporarily hired and brought on-site with complete
commitmentto the task athand. An example was when Design Factory Melbourne needed someone who
understands the concept of Design Factory and is also familiar with the people. This process was
completed by hiring Paivi Oinonen and bringing herto Australia for a full assignment for six months.
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5.7.6. CHANNELS
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Figure 18: The Delivery Channels of Design Factory Global Network

The following channels of communication are currently being used:

Publications: There are various publications from the network. One such publication is Design Factory
Global Network (DFGN) Atlas. Itis a periodical report that aims to convey what has beenhappeningin the
various member Design Factories and within the network sincethe lastissue.

Slack: This is a cloud-based team collaboration tool. Materials can easily be shared and communication
can be grouped into different Channels. The tool is easily integrated with other software and the content
issearchable (Duffy, 2016).

Email: More formal communications are mostly done via emails. Further, emails are also used for file
sharingand solving relatively simple cases.

Skype: Remote engagements that require voice and visual communications (e.g. meetings and
brainstorming sessions) are often held on Skype.

Personal interactions: The majority of the various methods of communications go beyond simply
exchanging information. The physical presence, emotion, facial expressions and tone of the speaker's
wice play an important role in the effectiveness of the communication process.

Events: The main events are the International Design Factory Week and the Boot camps.

Video window: This refers to a big screen — similar to Skype’s video chat feature - that displays the
activitiestaking place in a particular central venue at each of the hubs. At Aalto Design Factory, the video
window islocatedinthe kitchen (acentral spot where pe ople often converge to dine, hold meetings and
socialise). People at both ends can see and signal to each other but voice is not activated. During the
launching of Design Factory Melbourne —in 2011 — people at Aalto Design Factory wereabletojoinin the
celebrationviathe video window.
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o Website: The website of Design Factory Global Network (DFGN) (www.dfgn.org) provides an overview of
what the network aims to achieve as well as brief descriptions of - and links to — all Design Factories in
the network.

5.7.7. COST STRUCTURE
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Figure 19: The Cost Structure of Design Factory Global Network

The costs incurred in maintaining and sustaining Design Factory Global Network (DFGN) currently fall into three
categories:

o Staffing: Members of the network, especially the newly established hubs often require support from the
mothership of the global network. This support differsin complexity and may take different shapes and
forms depending on the needs and contexts of the member. The support provided by the mothership is
essential not only to the growth of Design Factory Global Network (DFGN) but also in making sure that
each memberaccomplishesits set goals. To provide this kind of support structure, itis necessary to have
dedicated humanresources at Aalto Design Factory.

e Communication tools: In order to fulfil the value propositions mentioned earlier, there are needs for
effectivecommunication in the global network.The designand development of the communication tools
require funding. Forinstance, Slack as atool is relatively expensive compared with other team messaging
apps (Duffy, 2016).

e Travel: Travelling expenses related to Design Factory Global Network (DFGN) events (e.g. International
Design Factory Week) are catered for by Aalto Design Factory funding.
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5.7.8. KEY PARTNERSHIPS
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Figure 20: The Key Partnerships of Design Factory Global Network

At the moment, the following are the key partnerships that Design Factory Global Network (DFGN) enjoys:

Aalto University Management: The management of Aalto University has spent millions of euros on
developing and promoting the “Design Factory” concept from the beginning up until the present date.
This support structure is very critical to the internationalisation of the concept. For instance, the first
Design Factory outside Finland —located in the Sino-Finnish centre at Tongji University was co-financed
by the managements of both Tongji University and Aalto University.

All Design Factories around the globe: Design Factory Global Network (DFGN) is nothing without the
various members from all over the world. It is the community, support and atmosphere created by the
collection of the various Design Factories that create the ultimatevalue and constitute the uniqueness of
thealliance.

Design Factory Experts: These are the Subject Matter Experts distributed across the network. The fact
that each hub has a set of unique advantages makes partnershipsamongst members very desirable. Take
as an example, Design Factory Koreais built on technological innovations and located in close proximity
tosome of the most advanced technological companiesinthe world e.g.Samsung. The Melbourne Design
Factory is located in the midst of some of the best designinstitutesinthe world. IdeaSquare is asection
of the largest physics researchinstitute inthe world.

Director of Aalto Design Factory: The role of Professor Kalevi Ekman - the director of Aalto Design Factory
-isunique andinstrumental to the success of the network. In addition to being the founder of the “Design
Factory” concept, the director has also been able to gain the trust and support of multinational companies
and governmentinstitutions world-wide.
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5.7.9. REVENUE STREAMS
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Figure 21: The Revenue Streams of Design Factory Global Network

The revenue streams of the current business modelare the following:

o Servicefees: These are the payments made to Aalto DesignFactory fora particular service rendered. The
service fees may take various forms at different times.

e Special eventsfees: Sometimes, requests are made forsome special events and payment must be made
inorder forthese eventsto be hosted.
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In view of the above, the current business model of Design Factory Global Network (DFGN) may be represented

as follows:
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Figure 22: The current business model of Design Factory Global Network
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To round off my discussion on the current model of operation of Design Factory Global Network, Table 4 maps
the value propositions to the corresponding key activities, resources,channels and customer relations needed

to fulfil them.
S—— - Key Activities Key Resources Channels Customer Relations
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Table 4: Map of value propositions and other building blocks of Design Factory Global Network
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6. RECOMMENDATION AND NEW BUSINESS MODEL

6.1 RECOMMENDATIONS

6.2 ALTERNATIVE REVENUE GENERATION
6.3 A NEW BUSINESS MODEL

6.3 RISKS AND MITIGATIONS

6.1. RECOMMENDATIONS

6.1.1. RECOMMENDATION #1: GOVERNANCE GUIDELINES

Currently, the result of the data analysis shows that there are no signings of formal documents when new
membersjoin the network.

In the review of existing literature, the following three dimensions of governance were discussed:

e Control: The signing of official documents by members — both new and existing — of a network is an
important ritual which has the tendency of promoting integrity, accountability, relevance and impact
among stakeholders. Documentation is one of the key activities necessary to ensure the successful
governance of any platform (Hagiu, 2006: Tiwana, 2013). For instance, many of theinternational networks
benchmarked (e.g. CEMS -the Global Alliance in Management Education) in this study have governance
charters which clearly defines the key organisational elements of their establishments. The contents of
the documents may evolve overtime to cater for the changing needs of the organisation.

e Decisionrights portioning: It is important that every member of an organisation fully understands their
basicrights and obligations.

e Pricing policies: Detailed discussion as to whether or not the central administration of Design Factory
Global Network (DFGN) needs to have pricing policies willbe made in the section that follows.

My recommendationregarding the governance of the network, based on the data collected, is that new members
should be made to sign official documents that reflect the amount of money they have paid, and the
rights/obligations of all stakeholders should be made explicitly clearand properlydocumented. Itis advisable that
this is done collaboratively during an event where most members are physically present e.g. the International
Design Factory Week.

6.1.2. RECOMMENDATION #2: MEMBERSHIP FEES
To chargeor notto charge?

This recommendation is based on the fact that new members joining the network have relatively little to offer
and more to gain from the network. Being allowed to leverage the network for their growth is a financually
beneficial alternative for these members. They often consume resources and time of existing members and the
central administration. Conversely speaking, the independent existing members have a lot to contribute to the
development of the network and therefore should be reasonably shieded from distractions and motivated to
achieve more. Itshould also be keptin mind that it is not the intention of Design Factory Global Network (DFGN)
to be a for-profit organisation.
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Why three years? The idea of the three-year period came from the dataanalysis. Over 60% of the new members
that participatedinthe interviews explicitly mentioned three years at some pointin the interview sessions. One
stated that the funding they have received for the establishment of Design Factor is only for three years, after
which they are expectedto fend forthemselves. Another group of interviewees indicated that they expect to have
realised theirreturn ontheirinvestment by the end of three years. Afterthe three years, once agreed conditions
have been fulfilled, a new member may be considered independent and subsequently exempted from
membership fees.

Thisideamay be likenedto the approach of international organisations such as the Global University Network for
Innovation (GUNi), in which newly approved members start as “associated institutions” and after fulfilling certain
requirements, gain “full membership”.

6.1.3. RECOMMENDATION #3: AN INTEGRATED SYSTEM

When starting out, most organisations or networks have the tendency to solve problems in the fastest ways
possible by using different information systems for varying functions in an ad hoc manner. The outcome is
multiple, disparate systems that operate as standalone. Integrating data from all these software applications can
be difficult, expensive, and may even cause efficiency issues down the line (NetSuite, 2017). Asthe membership
of the network and its complexity grow, these disparate systems may nolongerbe able to supportits operations
effectively.

At the moment, Design Factory Global Network (DFGN) is using multiple, disparate systems to carry out its
functions. Forinstance,

e Official website:is hosted on www.dfgn.org

e Administration: The staff members of the various Design Factories are all using their own institution
administrative or Learning Management Systems.

e Communication: Slackis the main communication tool used at the moment by most partners.

e Publications: Currently, Design Factory Global network’s publications are hosted on www.issuu.com —a
free electronic publishing platform for magazines, catalogs, and newspapers. As was mentioned in the
data analysis, there are times when members delay or find it difficult to share materials (about their
Design Factories) needed for publications such as the DFGN Atlas
(https://issuu.com/aaltodesignfactory/docs/dfgn atlas). | was surprised to find this high-quality material
on the Internet, if | had not been specifically given the web link, | might not have been able to access the
document.

e Videos: The videos of the final presentations of students’ projects are often streamed on disparate
platforms. For example, | found that one Design Factory posted the videos of their presentations on
Facebook (DFBootCamp17,2017).

e Pictures of students’ prototypes: and presentations are often deployed to www.flickr.com

In this information age, dataintegrity s critical to the success of any organisation or network. Given the current
use of multiple standalone systems, itis relatively difficult to access real time information and business insights.
Operational efficiency is alsoimpacted with duplicated data entry and management (NetSuite, 2017).
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6.1.3.1. AN INTEGRATED INFORMATION SYSTEM

A potential solution that would position Design Factory Global Network (DFGN) at a strategic position of success
is to opt for a “holistic” central system. Therefore, | recommend the development of an integrated system that
will cater for the needs of the network. The system should be implemented in such a way that every member
Design Factory will have an account on the system as well as the students, researchers, entrepreneurs and
professors from each of these Design Factories. Stakeholders should be automatically mapped to the Design
Factory to which they belong. It is important to keep in mind that the goal of the system is not to replace the
current operations or activities of the international network, ratheritisaimed at helping both the members and
central administration to take advantage of technological advancements. | discuss some of the benefits that
Design Factory Global Network (DFGN) stands to gain from such asystem. In addition, Accenture (2010) observes
that 82% of its interviewees (managers of international companies) are confident that a digital platform would be
the ‘glue’ thatfurtherbrings theirrespective organizations togetherin this digital economy. Inasimilarfashion, |
am assured that the use of the proposedintegrated system would furtherincrease the inter-connectednessand
interactions between the members of Design Factory Global Network.

There is currently no online platform that connects students, researchers, professors, entrepreneurs from various
corners of the world to drive positive change or co-develop innovative solutions. Facebook is known to connect
people—on a general level, mostly related to personal relationships. Linkedln connects skilled professionalsand
companies. Twitter brings up-to-date news to everyone onthe fly. There isclearlya gap and a needfor a digital
platform dedicated to collaborative innovation.

The “Design Factory” conceptis about driving positive change in education, soitcan be said that Design Factory
Global Network (DFGN) is in a league of game changers. A window of great opportunity, to make a “positively
disruptive” impactis now opened for Design Factory Global Network (DFGN), and it is my wish that the network
can react now.

The Development of the integrated system

The development of any new software system often costs a significantamount of money, timeand resources. As
a way of circumventing huge costs and expensive resources, | suggest the use of open source code. Studies (Gold,
2012) have shown that the use of open source code lowers cost, improves quality, speeds-up delivery time and
ultimately enables organisations to advance innovation. According to Accenture (2010) reports, nearly 80% of
international companies make use of open source projects.

| am aware that Aalto Design Factory has dedicated software developersand | am convincedthat they are capable.
Eventhough | suggestthe use of code from open source standalone projects for specificfeatures of theintegrated
system, | expect that the architecture of the system will be implemented in modules. These inter-dependent
modules may then be integrated using web services and XML technologies via the Apache Servicemix, an open
source integration framework (http://servicemix.apache.org/). In so doing, troubleshooting will be simplified and
risks associated with any part of the system will be better managed.

The following additional functionalities should be included in the system:

e Administration: This feature should be targeted at helping the staff —as well as students - of the various
Design Factories to carry out their responsibilities. This system should seamlessly integrate with the
different administrative or Learning Management Systems being used by the members. The Gibbon’s
open source project (https://gibbonedu.org/download/) may be adapted for this purpose. Further, since
almost all institutions have their own systems, this functionality should be implemented such that it
seamlessly integratesintothe members’ systems.

e Communication: This feature brings team communication into one place, making it searchable and
accessible anywhere. Toimplement this functionality, the following open source projects can be utilised:
MatterMost(https://github.com/mattermost), and Rocket chat (https://github.com/RocketChat).
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Video conferencing: To achieve video conferencing functionalities, jitsi (https://jitsi.org/ ) open source
code can be used.

Publications: Electronic publishing capabilities can be achieved with the use of open source code from
the yumpu (https://github.com/Yumpu) project.

Project management: The factthat Design Factory idearevolves around project work makes itimportant
for there to be some kind of project management tools provided to help during collaboration. Open
source projects such as Taiga (https://taiga.io/) can do this.

Brainstorming: Sometimesteams need to brainstormonideas orsee theirthoughts laid out before
them so they can come up with an excellent solution. A feature that makes it possiblefor projectteams
to generate ideas and sort out inner chaos may be included. This may take the form of a mind-mapping
functionality—that would allow students to map out theirthoughtsin a visual manner, so as to be able
to geta grasp onalternative routestoaresolution. An open source project that can be usedto deliver
thisfeature is known as FreeMind: (http://freemind.sourceforge.net/wiki/index.php/Download).

Social interactions: Students, staff, researchers, professors and entrepreneurs — including other
stakeholders — of participating Design Factories should be able —and be encouraged — to connect and
collaborate via this system. One way of implementing this idea, may be that each Design Factory hub
creates anaccounton the systems. Stakeholders from each of the various Design Factoriesshould be able
to interact via this portal. In order to increase usability and better user experience, this feature may be
implemented such that users are able to log on with their existing social media accounts e.g. Facebook,
WeChat etc. An example of a project that can be wused is: Cytoscape Consortium
(https://github.com/cytoscape)

Project visibility: Students final reports are mostly submitted via email. There is no visible access to the
projects by students of other Design Factories. Imagine the students from Aalto Design Factory having
access to the kinds of projects that the students in Melbourne Design Factory, or Korea Design or
IdeaSquare are working on. | am confident that this can ignite more ideas and they can build on each
other’sideas. Thesystem should also make itpossible for effective collaboration across the various Design
Factories. Atthe moment, students and other stakeholders collaborate through media such as Facebook,
WhatsApp, LinkedInand Telegram.

Design Factory Research Projects: Researchers associated with the various Design Factories or working
on projects relevant or central to Design Factory concepts often post their project description or work on
various web portals e.g. www.researchgate.com. Currently, thereis no one online portal where such
researchers can discuss theirwork and gaininsights into related work.

Online forum: This will serve as an online community of practice for the members as well as other
stakeholders who might be interested in the topic of discussion. It should also be possible for members
to share knowledge, post questionsand get help from others — similar to the stackoverflow platform
(http://stackoverflow.com/). PhpBB project source code can be used -
(https://www.phpbb.com/downloads/).

Webinars: The hosting and viewing of webinars from various Design Factories should be possible via the
system. DesignFactories are known to be constantly busy with different kinds of academic activities, those
presentations that involve presentations may be broadcast as live events through the platform. This
functionality can be easily implemented by adapting the open source code from projects such as the
OpenMeetings (http://openmeetings.apache.org/) which allowsusersto set up conferences on the Web
using microphones or webcam, share documents on a white board, share your screen or record
meetings. It should also be possible to display and notify interested parties about up-coming or on-going
live webinars at various Design Factories. This way, anyone interested can easily read through the
description of awebinarand decide which one they would like tojoin.

Membership and other relevant information: Information should be provided on the portal regarding
how a new member can join and the minimum requirements that must be met as well as other details
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including the potential benefits, rights and obligations, Frequently Asked Questions (FAQs), current
members and testimonials (if available) from existingmembers. Other relevantinformation (e.g. call for
ideas on how the network can make positiveimpactsin societies, corporates etc.)should also be included.

6.1.3.2.  BENEFITS OF THE INTEGRATED SYSTEM

Multi-disciplinary approach to teaching and learning: The system makes it easy for people of different
backgrounds and even different nationalities to collaborate on projects and ideation process es via the
Internet.

Engagement with the society: The fact thatthe system or platformis not limited to only stud ents makes
it possible formembers of the publicwhoare interestedin innovativeideas to participate. This way, issues
related to the societies may be brainstormed and solved through the platform.

Opportunities to apply theoretical knowledge: The system alsomakes it possible for students, professors
or whoever has any theoretical knowledge that can solve certain problem(s) to put that knowledge into
practical use.

360-degree visibility: This system would provide a 360-degree (holistic) visibility on member Design
Factories across the world as well as the various exciting activities happening there. Real time vision of
the network’s activity isimprovedand it also makes it easierto uncover useful business insights as quickly
as possible. Further, stakeholders would have a better understanding of what is happening at the other
Design Factories.

Serve as proof of disruptive pedagogies: The profile and qualities of the various Design Factories
participating onthe platform can serve as proof to anybody or organisations looking to validate disruptive
pedagogical concepts.

Fun and better learning experience: The use of technology to solve problems and the networking
involved, among other interesting aspects of the system, offer a fun experience to users, including
students and professors.

Publications made easier: The challenges associated with the current delay of materials needed for
publications will be solved by the launching of this system. There are many options to choose from. The
use of contents generated by the various users’ interactions may be one solution. Another can be the
gathering of relevantinformation through the online forum.

Provides support structure for people interested in driving change : Anybodyinterestedin driving change
in any part of the world can look at the platform and derive inspiration and perhaps support from users
of the system.

Serves as an online community of practice: The beautiful experiences of the annual International Design
Factory can be repeated on an almost daily basis through interactions via the platform. People
experiencing issues no longer have to wait for twelve months (a year) to draw insights from other
members, they can communicate viathe online forum.

Provides instant support structure to members: The feelings one gets, when one knowsthat there is a
website one can go to find help, is refreshing. The fact that users are able to post questions regarding
theirproblemsand get quick responses from other users from around the worldisan important benefit.
Reusability of the same solutionis alsopossible as new users experiencingsimilar problem no longer have
to bother anyone to get assistance. With the rate the networkis growing, thisinitiative will significantly
reduce the workload of the central administration staff.

Potential recruitment platform: | have never seen a platform that is dedicated to people who are
passionate aboutinnovative education. With the introduction of this system, itis clear that whoeverisa
member shares the passion for problem-solving and inter-disciplinary education. Therefore, corporate
organisations or entities looking for talents with the afore-mentioned qualities will quickly know where
to turn to locate them.
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e Experimentation: One of the value propositions of Design Factory Global Network (DFGN) is that it
provides an opportunity for members to explore their passions in teaching and learning through an
experimentation approach. As a game changer, the integrated system may be used as a ground for
technological experiments by stakeholders — students, professors, entrepreneurs, researchers and
interested companies - from all overthe world.

e Breedingground of entrepreneurs: Academic projects that effectivelysolve some of the afore-mentioned
problems may be turnedinto entrepreneurial ventures.

e Scalability: Given the rate at which Design Factory Global Network (DFGN) is growing and attracting
worldwide interest, the use of an integrated system has definitely come of age. This system will make it
easier to expand, to be accessible and ultimately scale the various offerings that the network provides.
For instance, the whole process and activities can be brought together in a more efficient manner and
makes the network more accessible to more potential sponsors who might not have had the chance
otherwise. This is similar to the LinkedIn platform except that instead of giving companies access to
potential employees, this platform would be giving them access to a pool of intelligent brains that are
passionate about problem-solving and positive disruption.

e One-stop-shop: Above all, the integrated system will serve as a one-stop-shop for anyone, companies,
and governments looking for digital innovation ecosystem. It will also make it possible to manage end to
end processes and simplify data extraction from activities across the entire Design Factory Global
Network. The use of this integrated system would also provide managers of the various Design Factories
withincreased efficiency, as well as the ability to monitor growth —amongst otherimportant factors.

6.1.3.3. THE INTEGRATED SYSTEM AS AN ONLINE COMMUNITY OF PRACTICE
The integrated system will also function as an online community of practice. Cambridge, Soren, & Suter’s (2005)
discuss fourimportant areas of activity that every online community of practice must cover —as shownin Figure
4. The afore-mentioned technical functionalities can therefore be categorisedinto the four areas of activity as
follows:

The first activity is to manage existing and new relationships the following features will come handy: members
networking profiles, social interactions, sub-group formation.

The second activity area relates to learning. In order to facilitate learning, online forum, webinars, sodal
interactions and the othere-learningtools can be used.

The third area is about project management. The various features supporting this area are: administration,
documentation, collaboration, management of project tasks, the sharing and visibility of projects among members
are important.

As the last area of activity, knowledge generation and management can be facilitated by the technical features
responsible for publications, searching (textand documents), onlineforum, and webinars, amongothers.

As an online community of practice, the system will helpinterested problem-solvers to tackle challenges such as
the “rat race” more effectively, irrespective of their locations. One of the problems uncoveredin the data analysis
is the difficulty of driving positive changes alone — especially in remote locations. As an online community of
practice, members of Design Factory Global Network (DFGN) will have access to continual support via the Internet
and may also be able to engage othersintheirideas.

6.1.3.4. INCOME GENERATION FROM THE INTEGRATED SYSTEM
The ability of the integrated system to generate income relies heavily on how much value it is able to create for
the various sides (customers) brought together by the system —and the level of their interactions. As explained
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by Savander (2015), the network effect is defined as how valuable that system (platform) becomes to existing
users when an additional user joins. One way of increasing the attractiveness of the platform is the
implementation of enticing incentive systems, pricing models as well as maintaining an excellent reputation
(Bonchek, 2016; Choudhary, 2016).

In order for the integrated system to produce positive network effects to manifest and start generating positive
externalities, the tipping point (ora critical mass) must be exceeded.Once the tipping point has been successfully
passed and positive network effects set-in, the platform may then be considered as a source of alternative
revenue streams.

6.2. ALTERNATIVE REVENUE GENERATION
Alternative revenue generation, in the context of this study, refers to means otherthan membership fees—and
dependence on Aalto University Management - through which the central administration of the network can
generateincome.

| shall start by talking about how the network can generate funds from the integrated system as well as other
genericoptions.

6.2.1. REVENUE STREAM #1: CORPORATE PARTNERSHIP

Corporate Partnershipis an exclusive arrangement through which companies contribute financiallyto Design
Factory Global Network (DFGN) and in return benefit from privileged access to a global pool of innovative
young minds from recognised institutions from around the globe. Tapping into this talent pool enables
companiesto remain competitive both in terms of superior products, advanced technology breakthroughs or
knowledge in the fast-changing market (Giffi & Rodriguez, 2017).

The companies are therefore prepared to pay to gain access to online platforms such as the proposed
integrated system for many reasons including the following:

e recruitment of internationally-minded talents through the integrated system. Tools should be
developed to make it easy for corporate partners to post and manage opportunities such as
internship and job openings for students. It should also be possible for companies to perform
advanced-searches for candidates of a particular background or proven experience.

e awide collection of branding services and tools should be designed and developed to help corporate
partners achieve theirgoals such as altering an existing brand.

e an opportunity to buildinga strong network of leaders and professionals across different countries
and cultures

e by using the integrated system, an opportunity to gain access to markets that they would normally
not be able to access. According to the data analysis, | observe that multinationals can more easily
access new markets or markets that have been previouslydifficult to penetrate through partnerships
with educational networks such as Design Factory Global Network.
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6.2.2. REVENUE STREAM #2: GLOBAL STUDENTS" PROJECTS

For the sake of clarity, it is important to note that the corporate partnership discussed above does not include
participationin projects.

Accordingto the data collected, multinational companies are looking for opportunities to participate in students’
projects that span multiple national borders, as such almostall the interviewees recommended global students’
projects as a potential source of alternative revenueforthe network.

The Product Development Project (PdP) course coordinated from Aalto University already enjoys the global
participation of students from other Design Factories. Unfortunately, the main sponsors are Finnish companies
that have existing relationships withthe university. As the “Design Factory” continues to get attentionfrom other
parts of the world, itis necessary to extend the financial support base to companies outside Finland.

The global project which is most comparable to the Aalto University’s Product Development Project (PdP) is the
ME-310 projects (of the SUGAR Networks). Considering the ease with which SUGAR Networks is able to generate
revenues by engaging multinationalsinits projects, | am convinced that Design Factory Global Network (DFGN) is
equally capable to access such funds by cultivating arevenue-generating strategy that looks outside Finland.

One approach is the use of the proposed integrated system asa “one stop-shop” for companies that are serious
abouttappingintothe resources of memberinstitutions with students’ teams specially selected from the various
Design Factories. Currently, sponsors (mostly Finnish) approach Professor Kalevi Ekman. With the integrated
system in place, companies from all over the world — as long as they can access the system via the Internet —
would submit requests/enquiries for projects online. These requests would then be processed by the central
administration which will be responsible for liaising with members regarding the implementation of the global
projects. This way, the centraladministration would be ableto take afraction of the funds whilst therestis shared
between the participating Design Factories.

6.2.3. REVENUE STREAM #3: SHORT IDEATION CHALLENGE

An ideation challenge is a collaboration of diverse groups of people aimed at generating breakthrough ideas. It
usually takes between a half-day and three days. Cross-disciplinary teams are often brought together to design
thinking or another idea generation framework. Ideation challenge is fast gaining ground as an important tool
usedinsolving mission-centric problems —whether technical, scientific, or creative (Trebon, 2017). This initiative
has been used extensively across the world’s leading industries, such as semi-conductor, and drug-synthesis,
among others (Sciencewatch, 2017).

In their quest to remain innovative, the rate at which international companies are now partnering with
educational institutions forideation purposes has grown significantly overthe years.Thisis an opportunity foran
international network such as Design Factory Global Network (DFGN) to be relevant. The use of the integrated
system would make it particularly simple for companies to discover and explore the network, its members and
previous projects. Interested companies couldthen contact the centraladministration by a “button-click”. In tum,
the central administration would review companies’ requests and subsequently invite members who have the
capabilitiesand resources and are willing to take forward the projects.
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6.2.4. REVENUE STREAM #4: GOVERMENTS" SPECIAL PROJECTS

III

Governments all over the world are spending huge amounts of money on various “special” projects that are
unique to their regions. The Internet was once a “special” project by the United States’ Defense Advanced
Research Projects Agency (DARPA) (Cantrell, 2017). Today, these so-called “special” projects take different forms
and shapes, examplesinclude: Smart City, High Speed Rail station, and Space Planes.

The interesting thingto note is that, these projects are knowledgeintensive and there is alot of money available
for teams with convincing proposals. Initiatives such as the smart city projects are becoming more common and
this wave of innovations has the potential to fundamentally alter our daily lives for good. The European Union,
for example, allocated about 100 million euros forresearch and related projects on smart city and proposals are
invited from everyoneincluding the highereducation institutions. Similarly, open dataare being made available -
along with financial support - by governments to interested parties to leverage for the economic and social
development purposes (International Development Research Centre (IDRC), 2017).

| noticed that the Global University Network for Innovation (GUNi) is financed mainly by the United Nations
Educational, Scientificand Cultural Organization (UNESCO), and the United Nations University (UNU), the fact that
Design Factory Global Network (DFGN)have similar value propositions such as passionfor positive societalimpacts
gives me confidence that funding from UNESCO and UNU are possibilities. To strengthen its position for this
funding, | would recommend that the central administration of Design Factory Global Network (DFGN) carefully
exploresand coordinate global projects that align withthe visions of the governments (or publicservice agendes)
of members’ countries.

| know thatthe application process can be very demanding, but it can constitute astable source of revenue when
secured. The associated risk and possible mitigations are discussed in section 6.3.

6.2.5. REVENUE STREAM #5: FEES FROM ADVANCE FEATURES

In addition to the basic functionalities on the system, there should be some advance features that are only
available to premium users. Premium users in this context refer to Design Factories that would pay annual
subscription fees to use these advance features - some of which will be developed by complementors. The
advanced technical functionalities will cover the four primary areas of activities of any typical community —and
these include learning, relationship and project management as well as knowledge generation and knowledge
management.

6.2.6. REVENUE STREAM #6: REVENUE FROM COMPLEMENTORS

Complementors canaddvalue onthe network by developing technological functionalities that will:
e make learningfunandeasier
e fosterandencourage relationships among platform participants
e helpmembersto collaborate and problem-solve cases from remote locations around the world — similar
to the “rat race challenge”
e make project management across the network easier
e facilitate effective and efficient knowledge management on the platform

These solutions would be deployed as advanced features on the system. A fraction (say 10%) of the revenue
generated by these advance or premium features would go to the central administration of network whilst the
restgoesto the complementors.
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6.2.7. REVENUE STREAM #7: PHILANTROPIC SUPPORT

There are successful companies and wealthy individuals who are either interested in supporting innovations in
teachings and learnings or looking for ways of positively contributing to the development of humanity. USA’s
Andrew Carnegie and Canada’s Richard G. Ivey are good exemplars (Pitts, 2017).

Educational institutions may solicit philanthropic support by engagingin a collaborative partnership with the
corporate responsibility divisions of successful companies —at national orregional levels. | discovered that many
of the biggestinternationalnetworksin the world—the likes of Apache Software Group, Institute of Electrical and
Electronics Engineers (IEEE) —rely on philanthropicsupport as one of theirrevenue sources (IEEE, 2017).

As Design Factory Global Network (DFGN) seeks alternative revenue sources, | am confident that the use of
philanthropic support will be possible. As a “one stop-shop”, the integrated system will automatically provide
detailed information to potential philanthropists who come across orare introduced to the website.

6.2.8. REVENUE STREAM #8: ENDOWMENT FUNDS

When funds are donated to an (educational) institution with instructions to use the annual income generated
from those funds for its ongoing support, this is called an endowment fund (RPI, 2017). Endowment funds are
usually aimed at encouraging and promotinginnovation.

The followingillustration paints a clear picture:

“A donorgives a charity $5,000 for its endowment without stipulating how the income is to be used. The
charity investsin astock payingan annual dividend of $250. The charity may use the $250 dividend money
inany mannerthey wish within the charity. A second donor gives a charity $5,000 forits endowment and
specifies that the annual incomeis to be used for staff training. The charity invests in a stock paying an
annual dividend of $250. The charity may use the $250 dividend money each year only for paying the
expenses of staff training. Any unspentmoney must be carriedforward and saved for future staff training
expenditures” (Monti, 2017).

Many top-rated educational institutions or international networks rely on endowment funds as sources of
revenue. Forinstance, Harvard University's largest financial asset are their endowmentfunds (Harvard University,
2017) and Stockholm School of Entrepreneurship’s (SSES) major source of revenue is the endowment fund
received from the Erling-Persson Family Foundation (SSES, 2017). Aalto University is also a beneficiary of
endowment funds as about EUR 700 million was raised between 2008 and 2011 (Aalto University News & Events,
2017).

Finland isinternationally recognized for quality educationand innovation and considering the successstory of the
Aalto University Design Factory since inception, | am confident that Design Factory Global Network (DFGN) has
everything it takes to raise endowment funds from international companies and wealthy individual who are
interested in novelties.
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6.2.9. REVENUE STREAM #9: FEES FROM EXCLUSIVE EVENTS

Special exclusive events withsome international guest speakersmay be organised during the International Design
Factory Week or any other time whenall the Design Factories convene in one location. Thisideawas suggested
by one of the interviewees, who had earlier mentioned that it is difficult to justify — or explain to their
organisation’s finance committee - why a certain amount of money has to be transferred to the central
administration of Design Factory Global Network (DFGN)in Helsinki, Finland. The interviewee believes that since
academic institutions are used to sending staff members to international conferences and seminars, paying for
participationin the exclusive events will be easy to explain.

By bringinginternationally respected guest speakers on board, the image of the network will be further enhanced
and participatingmembers will have the opportunity to get expert opinion on some of theirpressingissuesata
significantly reduced fee —compared to a situation where the member hires the expertalone.

I”

Members will be charged fees to participate in these “special” events and there may be sales of valuable
merchandise. A percentage of the profit generated from the event should go to the central administration of
Design Factory Global Network and rest will goto the host(s).

6.2.10. REVENUE STREAM #10: REVENUE FROM AN ALUMNI ASSOCIATION

The worldis getting smaller by the day and consideringthe collaboration between the various Design Factories,
some of the students who have participatedin any of the global projects may want to remain connected to the
network fordifferent reasons such as professional support, mentoring, career guidance, access to state of the art
facilities and so on. Many of the interviewees cited student empowerment as one of their mostimportant reasons
forjoining DesignFactory Global Network, hencel recommendthe establishment of an alumniassociationas lam
confidentthat this association would serve as asource of empowerment for the students even after graduation.

It is a common knowledge that many of the students of today, are going to be the leaders of tomorrow. As a
potential source of disruptive innovations, tools and services should be created to support these alumni to
become betterleadersand excelin both their professionaland personal lives.

Financial support from the alumni association may take different forms. One way may be through membership
fees which may be annual or lifetime.



RECOMMENDATION AND NEW BUSINESS MODEL

6.2.11. REVENUE STREAM #11: REVENUE FROM NON-INTRUSIVE DATA
Generate revenue from non-intrusive data

It is often said that: “data is the new ‘oil’”.
| find the following quote interesting:

“Data, much like oil, in its raw form is essentially worthless without proper processing. Extract it, refine
it, packageit, and putit on sale at the right marketplace — and suddenly the value can go through the
roof. Oil is piped to refineries, whilst data is sent to the digital equivalent, data centres and super
computers... if data is the new oil, analytics is the new refinery”

(Hamilton, 2017)

Advancements in artificial intelligence including big data analytics and machine learning are on the increase.
Technology giants such as Google, Facebook, Amazon and Microsoft are continually developing sophisticated
techniques for artificial intelligence. It is therefore not surprising that data is now one of the most sought after
resourcesinthe world.

The use of the integrated system presents a unique opportunity for Design Factory Global Network (DFGN) to
collect non-intrusive datathat can be used to help the members and corporate organisationsto find patterns and
trendsin effortstoimprovetheir processes, take advantage of opportunities, personalized experiences and access
new possibilities (Laskowski, 2017). To be more effectivein matchmaking and foster the exchange and co-creation
of value among these various parties on the platform, the use of data has become vital. As such, the different
information (data) are collected about each side (customersegment) and are leveraged to facilitate interactions
among stakeholders (Choudary, 2016).

One of the many possible ways of generatingrevenue from datais by extracting useful marketinformation that
can help corporate organisationsin specific regions of the world, and that they are willing to pay for.

6.3. A NEW BUSINESS MODEL

As inearlierdiscussion on business modelinnovation, anytime one of the nine building blocks is modified, the
others are usually affected. Based on the recommended revenue streams, the current business model will
evolve asfollows:
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Table 5: Mapping recommended revenue streams to other building blocks
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Revenue Streams 1- 3: (Target customer: Corporate organisations)

Corporate partnerhip, Global students’ projects and short ideation challenge

This requires that Design Factory Global Network (DFGN) will also have to focus on corporate organisations as
possible source of revenue. In other words, the current Customer Segment will grow from two (the current Staff
of Design Factories and Students) in order to now include exchanges with corporate organisations. The Value
Propositions for this new customersegment are: recruitment, branding and market access, development of well
documented working prototypes and the generation of fresh innovative ideas. The Key Activities required to
deliver on the propositions include match-making and the development of software tools for branding,
documentation, needs finding, brainstorming, and recruitment services on the integrated system. The Key
Resources needed are the Subject Matter Experts at Design Factory topics, proofs of concepts, software
developers and knowledge across all Design Factory hubs—thisincludes the students, staff, researchers and other
stakeholders of every Design Factory. The Channels of communication include personal interactions, organised
events and also via the integrated system. The Customer Relations may be classified as both face-to-face and
automated. The Key Partnerships needed are the corporate organisations and regarding the Cost Structure, the
bulk of the costs will be inthe development of the software tools and organising of relevant events.
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Figure 23: Business Model Canvas for generating revenue from corporate organisations
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Revenue Stream 4: (Target customer: Governments)
Governments’ special projects

In order to generate revenue through special governments projects, governments will have to be treated as a
target customer group of Design Factory Global Nework (DFGN); in terms of value propositions, the network will
serve as a source of talents and strategic alliance. It will also help in the generation of well documented fresh
innovative ideas and working prototypes. The key activity here is that the planningand faciltation of how other
Design Factories will collaborate in the implementation of the projects. Facilitation of brainstorming and ideation
sessions, documentation and match-making are also important activities needed. As key partners, the various
Design Factories will be responsible forrecruitment of local talents forthe projects. The key resources needed to
ensure success are all the Design Factories’ staff, the Subject Matter Experts on Design Factories topics and proofs
of concepts that can be demostrated, the pool of innovative methodologogies and software developers.
Communication channels and customer relations will be both through the integrated system (automated) and
personal interactions (face-to-face). The associated cost will mostly be in the development of the integrated

system, collection of required documentation and the salaries and travelling expenses of staff members working
on the project.
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Figure 24: Business Model Canvas for Governments’ special projects revenue stream
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Revenue Stream 5: (Target customer: Design Factory Staff)

Advanced features on integrated system

The staff members of the various Design Factories are the original customer segment. The development of
software features aimed at helping staff of Design Factories solve some of their pressing problems is a feasible
value proposition. The key resources needed will be the software developers, most likely complementors.
Customerinteractions will mostly be automated since the main channelisthe integrated system.
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Figure 25: Business Model Canvas for Advanced features on integrated system revenue stream
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Revenue Stream 6: (Target customer: Complementors)

Revenue from Complementors

The complementors consitute yetanother customergroup to be added to the customersegment of the current
business model. The main value proposition to the complementorsis the fact that they can generate income from
the platform by developing software solutions that help the users solve their problems. The key activitiesrequired
on the part of the central administration is to give and co-ordinate the access as well as organising technical
workshops. These workshops may be used to train the complementors on how to connect theirsolutions tothe
platform and they may also be used to solicit feedback. As such, the channel of communication will be both
personal interactions and viathe system. In the same vein, customerrelations are both automated and face-to-

face.
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Figure 26: Business Model Canvas for Revenue from Complementors
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Revenue Stream 7: (Target customer: Wealthy individuals)

Philantropicsupport

The customer group needed in order to generate revenue from philantropic support is the wealthy individuals.
Generally, the valuethese wealthy individualsseekis societal impact (Freedman, 1989). Based on this knowledge,
the value propositions necessary to meet the expectations of this new customer group could be the
implementation of projects focused on societalimprovement and social responsibility. The key resources needed
are primarily the Design Factories, the Subject Matter Expert at Design Factory topics, proofs of concept to show
case the achievementsof the various Design Factories as well as software developers tointegrate these proofs of
conceptintothe systemand developtoolsthat can helpinterested wealthy people engage with the network—in
a more efficientand fun way. Thus, the key activities may involve event organising and software development.
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Revenue Stream 8: (Target customer: Wealthy individuals and corporate organisations)

Endowment funds

At this point, we already have corporate organisationsand wealthy individuals as existing customer groups on the
business model. Anendowmentfundisaunique support structure that may be used foralmost any purpose. The
factthatthe conditions guiding the offering and use of an endowment are so differentfrom otherrevenue sources
warrants a special focus from a business model perspective. The conditions guiding the end owment funds are
important determinants of what the value propositions should be. In most cases that involve the offering of
endowment funds foreducational purposes, the value propositions have been innovative projects that enhance
the humanrace (Freedman, 1989). The otherbuilding blocks necessary to deliver on this proposition are similar
to those discussed above —forrevenue stream 7.

Facilicate
projects for
socletal
| lmprovement
1 )" — Facllitate N -
Key Partnerships > Key Activities  collaboratlon Value Propositions
beween
Tools for nembers Recnule .
10 Noedeflndl ment
branding g ) "
mich Cqmpimm:crs framework
Aalto i makieg lon i acessto “"PI:‘
University rain- tallored global reach pass! Branding
gt storming training Profocyplag
Workshops IDFW 1:1 support I expertiel
Complementors organlsing eils tderts Solutlons to
m;‘w xdvu\oE features of opacational
DF experts ne o Integrated M: eyt challangew
Ideatlon syvtam
allDFs strateghc £
come
worldwide Key Resources s generation
methods
poolof DF topic
Governments methods experts
ADF community  Market
director: ofpractice  access
Prof Elman
knowledge
= across all Fresh
Wealthy Corporate DF lanovative
Individuale organleations | || Sofeware Warking. idess g::;:lnslblll:\'
developers prototypes »
Cost Structure Revenue Streams
Event Documentation R s
o anls verments'
Sytem ceginiang Teghn‘.calg ecial
development Workshops ® %
projects
communicat
staffing Satooks travel Development oy service fees
of software Complementors
development
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Revenue Stream 9: (Target customer: Design Factory Staff)

Revenue from exclusive events

The value proposition here is professional empowerment. These exclusive events may be organised through the
Internet (webinar) orthrough face-to-faceinteractions(workshopsorseminars). The keyresourcesare the event
organisers, all Design Factory hubs, the integrated systemand the special guest. The cost structureisinthe hosting

of the events and the development of features that support these events on the webinar on the integrated
system. Customerrelations are both automated and face-to-face.
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Figure 29: Business Model Canvas for revenue from exclusive events
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Revenue Stream 10: (Target customer: Design Factory Alumni)

Revenue from a Design Factory Alumni Association

A Design Factory Alumni Associationis the last customer group to be added to the business model. The main value
propositions to this group include the following: continual support from the network, networking opportunties,
professional mentoring, access to potential recruits and a chance to give back to the alma mater. Key activities
may include event organising, seminars or webinars. Channels of communication may take the form of personal
interactions, events, or via the integrated system. Customer relations are therefore both face-to-face and
automated. Possible costsincurable on the side of the central administration are in the eventorganising and the
development of software features that supports alumniinteractions on the integrated system.
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Figure 30: Business Model for Revenue from Design Factory Alumni Association
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Revenue Stream 11: (Target customer: Corporate organisations)

Revenue from non-intrusive data

The insights gleaned from analysing data may be a source of value to avariety of people. Therefore, the generation
of revenue fromdata is a relatively broad topic. As a matter of simplicity, | would limit the potential beneficiary
of the knowledge and insights from the integrated system’s usage data to corporate organisations. The value
proposition will be trends from various markets. The key activity essential is data mining and the key resources
are the software developers — this includes data analysts and other technical personnel. The channel of
communication will be the integrated system and consequently the customer relations will be automated by
default. The associated cost is in software development and the key partners are the corporate organisations
consumingthe services and products developed from the data.
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Figure 31: Business Model Canvas for Revenue from non-intrusive data
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In summary, the new business model of Design Factory Global Network may be represented as shown below:
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Figure 32: A New Business Model recommended for Design Factory Global Network
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6.4. RISKS AND MITIGATIONS

Risk considerationisvital in decision making. Associated risks affect the desirability of the potential choices (Cook
& Masakowski, 2007). An essential aspect of riskis uncertainty. Some scholars argue that riskis just uncertainty
about the future. Boundless (2017) maintains that uncertainty and risk are not the same. Whereas uncertainty
refersto probable outcomes that are unknown, risk may be described as a type of uncertainty that involves the
real possibility of loss. Almost every decision is made up of uncertainties andrisks. In the context of this study, |
shall use the term “risks” to collectively describe both concepts (risks and uncertainties). As Zio (2007) argues,
one of the many ways by whichrisks can be described is using the probability and impact of an event.

Inview of the above recommendations, | felt the need to draw attention to some possible risks that must be taken
into consideration as part of the decision-making process. Table 6gives asummary.

Risk Probability Mitigation

1 Too many requests for support
from new members

Encourage and empower existing
members to support to new members

2. Violation of open source software Ensure that the terms and conditions
license of the open source project are
properly understood (Gold, 2012)

Take economic context into
consideration when setting the amount
as per empirical findings

3. Discontentment over membership
fee amount

4. Failure to meet high expectations
of companies

5. Applying for special project

Ensure expectations are mutually
understood and quality standards are
strictly adhered to (Bililign, 2013).

Use templates whenever possible

funding is document intensive

Use appropriate application proxy
firewalls and secure database models.
Furthermore, monitoring, auditing and
logging of data.

6. Data spillage and leakage

Table 6: Summary of associated risks and mitigations

¢ Too manyrequests for support from new members: All the new members joining the network have made
it clear that one of their motivationsforjoiningisto gainaccess to some form of supportstructure. The
fact that they are paying may alsoinfluence theirexpectations. In as much as the central administration
and the otherexistingmembers are willingto provide the needed support to new members, caution must
be exercised to ensure that helping others does not impede the progress of the network —in terms of
innovations. To mitigate this risk, the central administration should encourage and empower existing
members to perform some of the support tasks that are currently handled solely by the central
administration. Requests from new members should also be redirected appropriately according to the
availability, skills, resources and willingness of the old member.
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Violation of open source software license: Every project is linked to some license agreements — with
differenttermsand conditions. Some conditions are very simple and straight forward whilst others may
not be as simple. The choice of a particular open source code must be associated with the license
agreement. Violation of the license agreement may attract legal implications and this can have a
significant negative impact. The probability of this occuring is relatively low. One way of mitigating this
risk is by making sure that the terms and conditions of the open source projects used are properly
understood.

Discontentment over membership fee figure: Some members may feel that they are paying too much
(membership fees) as compared to others. The likelihood of this happeningis relatively low butitis wise
to think about it beforehand. Should such a situation arise, the negative impact on the network may be
medium. This situation may be preventedby taking the economiccontextintoconsideration when setting
the membership feefigure.

Failure to meet the high expectations of companies: It is obvious that Design Factory Global Network
(DFGN) has a lot to offercompanies that are willingto leverage the available skills, knowledge base and
resources. Itistherefore necessary to manage the expectations of these companiesvery carefully. Failure
to manage the high expectations of corporate partners may lead to disappointments. Whilst the
probability of this happeningisrelatively low, the impactis medium. One way of mitigating this risksis to
have clear expectations of all participants and monitorthem carefully. An agreed set of quality standards
must be adhered to by all partiesand wherever possible each participant shouldbe empoweredto deliver
on theirpromise/target.

Applying forspecial project fundingis capital intensive: The documents required to support applications
for funding can be very overwhelming —both in terms of time and resources. In Europe, for example, |
learned that, sometimes, it can take up to one year to collect all the necessary documents required to
apply for a particular funding with no guarantee of success. Unfortunately, the probability of this
happening is relatively high. The impact is relatively low if appropraite mitigations are implemented.
Possible mitigations for this risk include the use of templates wherever needed, this will help fast track
the rate at which forms and otherapplications are completed.

Data leakage and spillages: In much the same way as oil spillage, there isalso a risk of data leakage and
spillages which can have grave consequences (Hamilton, 2017). A data spill is defiend as “the accidental
or deliberate exposure of classified, sensitive or officialinformation into an uncontrolled or unauthorised
environment or to persons without a need-to-know” (Australian GovermentDoD, 2012, p.1). Possible
mitigation plan may include monitoring, auditing and logging of data. The use of application proxy
firewalls and secure database models are also advised (Gordon,2007).
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7. SUMMARYAND CONCLUSION

7.1 SUMMARY
7.2 CONCLUSION

7.1. SUMMARY
The initially stated objective of this study was to develop a new business model with a plan for alternative
revenue streams for Design Factory Global Network (DFGN). | am confident that this objective has been achieved.

Although the term “new business model” was used, there was never an officially formulated or described “old
business model” of Design Factory Global Network. Therefore, in orderfor me to achieve the set objective, | made
efforts to understand, describe and document what constituted the current business model of the network by
conductinga qualitativeresearch. The instrumentsof inquiry were mostlyinterviews, observationsand data from
secondary sources. Based on my data analysis and empirical findings, | successfully developed a new business
model forthe network using Osterwalder’s (2004) Business Model Canvas —as per Figure 34.

The term “alternative” in this context refers to revenue streams that will complement the current funding that
comes from the Finnish government. At the time of writing this thesis, the introduction of annual membership
fees—as a potential source of revenue - was still under scrutiny and part of my task was to find out whetheror
not members will be willing to pay. My recommendation, based on the outcome of data analysis and empirical
findings is that: only new members should be charged annual membership fees for a minimum of three years.
Independent existing members should be exempted.

In addition, | recommended that:

e Official documents should be signed as part of the registration process of new members and the rights
and obligations of every member—new and old — should be made explicit.

e Anintegrated web-based system should be developed to serve as one-stop-shop for Design Factory Global
Network

Further, the following alternative revenue streams were suggested:

1. Companiespayannual subscription fees tojoin the “integrated system” platform

2. Companies pay to participate inthe global students’ projects

3. Companies pay to participate in short ideation challenges aimed at solving companies’ mission-centric
problems

4. Governments’ fundsfor “special” projects

5. Members pay annual subscription feesto access “advanced functionalities”” onthe integrated system

6. A fractionoftheincome generated by complementors from users of the proposed integrated system

7. Philanthropic support from companies or wealthy individuals who are passionate about innovations in

education
8. Endowmentfundsforinnovationineducation
9. Feesfromspecial exclusive events during International Design Factory Week (IDFW)
10. Revenue from the alumni association of Design Factory Global Network (DFGN)
11. Generate revenue from non-intrusive data
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7.2. CONCLUSION

Earlierin this study, | established the fact that Design Factory Global Network (DFGN) is indeed a multi-sided
platform (MSP) as it connects and facilitates interactions between the different sides (Design Factories). | also
mentioned the fact that the concept of multi-sided platforms goes beyond internet-based companies (e.g. eBay,
Amazon, Apple AppStore)and | cited the earlymarketplaces and auction houses as examples of the long-standing
systems built on the concept. Managing communication between the different groups of users is therefore an
important aspect in the governance of any platform (Evans, 2012; Tiwana, 2013). The empirical findings in this
study supportthe claim of otherscholars (Hein et. al., 2016) regarding the fact that documentation and decision-
rights (i.e. clearly stated rights and obligations) are critical to the successful governance of any platform
organisation, as these promote trust, transparency and accountability.

The study also showed that well established members were unwilling to pay annual membership fees whilst, on
the other hand, new members joining the network were prepared and willing to pay. It was interesting to note
that the willingness of the new members to pay the annual membership fees was tied to some expectations of
Return-On-Investment (ROI). What constitutes the Return-On-Investment for each of the new members varies
slightly but the commonality is that they all believe that they will learn and gain from the presence of the older
members (including the central administration) of the network. This is consistent with existing lite rature
(Armstrong & Wright, 2005; Hagiu, 2006) concerning the fact that if a group of participants (side-A) stands to
benefit more from the platform due to the presence of another group of participants (side B), side-A should be
charged while side-B is subsidised. Hence, my recommendation is that only new members should be charged
annual membership fees.

Further, the continuing increase in the membership of Design Factory Global Network (DFGN) may be taken as an
indication that many institutions of higher learning are beginning to wake up to the realization that
interdisciplinary education that is student-centric and focused on solving real-world challenges is critical in the
21°t century education.

To conclude, I have suggested an action plan (Exhibit 5) for the implementation of the ideas offered for alternative
revenue streams.
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8.1 RELIABITY OF THE STUDY
8.2 VALIDITY OF THE STUDY

8.1. RELIABILITY OF THE STUDY
Reliability of a research refers to whether the data collection techniques and data analysis would reproduce
consistent findings if the study were to be carried out by anotherresearcheroron anotheroccasion.

To ensure reliability, | made conscious efforts to avoid the following:

8.2.

Avoid participant’serrors: Participant’serrors are factors which may adverselyalter the way interviewees
respond. Inorderto avoid these errors, | made sure thatinterviewees fullyunderstood what the research
and its objectives were about before the interview sessions. l also tried to ask clearand straight forward
questions.

Be aware of a participant’s bias: A participant’ biasis any factor which may produce a false response.
Avoidresearchererror: Thisis any factor which alters my interpretation as a researcher. To avoid errors,
| made use of two different recording tools (one on the computer and the other on my cell phone) to
ensure clarity of sound and prevent any loss of data. Further, | scheduled the interview sessions in a
manner that would allow me to fully analyse and reflect on the data and necessary background
information before the sessions. | also took note and wrote memo during and immediately after every
interview session. Theseserved as my instantreflection exercise.

Be aware of the researcher’s bias: | made efforts to recognize all factors which arose in my analysis of an
interviewee’s response, by staying as objective as possible all through the study.

VALIDITY OF THE STUDY

Research validity refers to the ability of the research approach to measure what it intends to measure (Brink,
1993). To ensure validity, | took the followinginto consideration:

Construct validity: This refers to the extent to which my research measures what it claims to measure.
Given that there was no prior research on the business model of Design Factory Global Network, | saw it
fit that the best approach was a qualitative methodology that would make it easy for me to explore,
describe and eventually develop the model. As such, | choose the grounded theory.

Internal validity: This is concerned with whether the research findings are a true reflection or
representation of reality. | ensure internal validity by focusing on questioning on the following themes
which are directly in line with my research objective: the goals of each Design Factory as a member of
the parent institution, being part of Design Factory Global Network, comparison of “Design Factory”
conceptwith other options, community of Practice, strategic Alliance and funding of the network. lalso
ensure validity by comparing what various interviewees said concerning a particular theme and through
the use of their (interviewee’s) wordsin coding.

External validity: Thisis concerned with whether my findings can be generalized. | ensure external validity
by making certain of the fact that the sample is representative of the entire Design Factory Network. For
instance, there were two members from the American continent, one from Asia, one from Australasia
and two from Europe. By interviewing the professor of practice in addition to the key decision makers of
Aalto Design Factory, | was also able to ensure external validity in my discussion on funding.
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9.1 MODEL LIMITATIONS
9.2 METHODOLOGICALLIMITATIONS
9.3 LIMITATION OF THE RESEARCHER

9.1.

MODEL LIMITATIONS

Although this study has achievedits objective, there werelimitations.Below are limitations related to the model:

9.2.

The research objective: The requirement from the sponsor organization is that the deliverable or
recommendations made at the end of the study must be practical and implementable. As such, only
ideasthat can be putinto practice were dwelt upon.

Willingness-To-Pay annual membership fees: Asking members if they would be willing to pay for
services they have been getting for free is a limitation. It is a common knowledge that if given the
choice, customers will always want to pay less.

Study restricted to familiar people: This study was limited to only the existing members of Design
Factory Global Network (DFGN) and individuals who are already familiar with the concept.
Proposed recommendations: | was unable to fully explore some of the recommendations | proposed
due tothe complexities of the subjects. Althoughthese topicareas will be suggested as possible areas
of furtherresearch, | feel thatthey may be seen as limitations.

METHODOLOGICAL LIMITATIONS

Below are limitations related to my research methodology:

Sample size: The fact that there were no representations from North American and African
educational institutions may also be considered a limitation. In the same vein, the sample is mostly
dominated by participants from developed countries —such as Finland, South Korea, Australia, and
Switzerland. The data would have been richer if there were more participants from developing
countries—such as Indiaand Nigeria.

Survey instruments: Only a qualitative approach was used and the surveyinstruments were limited
to interview, observation and data from secondary sources.

Lack of priorresearch studies: The fact that there was no prior research —to the best of my knowledge
- regarding the business model may also be seen as a limitation, as there was a relatively sparse
theoretical basis on which to base some of my findings.

Members only: This study was limited to only the existing members of Design Factory Global Network
(DFGN) and staff members who are connected to it — in one way or another.

Self-reporteddata: The fact that a significant portion of the datal collected was self-reported may be
seenasa limitationsince itis relatively difficult toindependently verify such data.

Measure used to collect the data: Eventhoughstudents do not directly interact on the Global Network
level, it would have been betterto have theirinput on the various activities and goals of the various
Design Factories.

Grounded Theory requirement: As a method of research inquiry, the grounded theory approach
seems a little complicated for the scope of a master-level thesis. Whilst | followed all the steps
suggested by Charmaz (1990) and Sbaraini, Carter, Evans, & Blinkhorn (2011). Time constrained the
number of possible iterations, | therefore consider this as a limitation.
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LIMITATIONS OF THE STUDY

LIMITATIONS OF THE RESEARCHER

| am aware of the fact that researchers are important components of qualitative research methods.
Therefore, | feel the need to mention the limitations | experienced as the researcher:

Access: Access to the representatives of the various Design Factories was limited, for example, by
geographical distance as they were all located outside Finland. As a result, all the interviews were
conducted via Skype. Apart from the fact that my interactions and observations were limited, |
sometimes had technical issues with Internet connectivity.

Drawing tool: The software application used in the generation of the Business Model Canvas limits
the number of characters in a text entry, thus making it necessary for me to shorten my sentences
and use abbreviations

Longitudinal effects: The study was conducted under a strict time constraint, as one of the
requirements formy master’'sdegree; as such | had a limited time, unlike professional researchers or
professors, who can dedicate years oreven theirlifetimes to explore certain topics.

Cultural and othertype of bias: As human beings, we all have bias which maybe as a result of where
we come from, what we have beenthrough or our spiritual orientation amongothers. | am aware of
thislimitation and | took extracare to put aside my personal biasesas an individual and ensure that
the study was conducted as objectively as humanly possible.
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10.1.

AREAS OF FURTHER RESEARCH

The following may be considered as areas of furtherresearch:

How much should be charged as annual membership fees and on what conditions?

| have made a recommendation regarding this topic, that only new members should be charged
annual membership fees. One possible area of a further research may be to determine the exact
amount that a new member should pay — but nothing remains constant. | observed that similar
international networks of educational institutions pay approximately 1000 euros peryear depending
on various factors. To mention a few, Cumulus Network charges 1200 euro, the World Design
Organization™ (WDO) charges 1000 euro and World Lottery Association (WLA) 700 euro — on the
average.

In their quest to promote a diverse membership that represents the interests of various regions
around the world, many international organisations charge varyingamounts depending on a variety
of factors. My dataanalysis shows the need forthe economicsituations, budgets and size of members
to be taken into consideration when determining the exact amount. In the case of the World Wide
Web Consortium (W3C), factors such as the organisation’s annual revenues, type, and location of
headquarters are often used. The World Fair Trade Organisation (WFTO) and the World Lottery
Association (WLA) charges are based on the revenue of the member, Cumulus charges are based on
the size of the organisation and the membership-type.

How much extra work is needed to earn extra money? What kind of margin is attainable?

In order to benefitfrom the above recommendations, the central administration needs to complete
some tasks. Given that time and resources are limited, it will be useful if there isa study that would
determine how much extra work is needed for Design Factory Global Network to earn a certain
amount of income —ina giventime.
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EXHIBITS

EXHIBITS

EXHIBIT 1: INTERVIEW QUESTIONS

EXHIBIT 1A: INTERVIEWS FOR THE VARIOUS DESIGN FACTORIES ABROAD

Themes: Details

e Goalsof Design Factory (DF) as a member of the parent institution
o Whatisthe motivationforthe establishment of the DF?
o What are the goals of the DF?
o How do these goals fit into the parent institution mission, goals and plans (both short and long
term)?
What are yourtarget customergroup? Customersegment
How does the DF relate these customers? Customer relationships
How does your DF add value tothese people’slives? Value proposition, Key activities
What resources do you engage? Key resources
Through what channel? Distribution channel
Through any partnership? Key partnership

O O O O O O

Business Model element(s): Customer segment, Value proposition, Customer relationships,
Distribution channel, Key activities, Key partnership

o DFGN membership

o Why join Design Factory Global Network (DFGN)?
= What are yourexpectations, if any?
= Areyourexpectations currently met orexceeded?

o Whatisyour understanding of DFGN orin youropinion, why does DFGN exist?
= How can youleverage the capabilities of other DFs to become better?
=  Whatresourcesdoyouengage as a DFGN member? Key resources
= Throughwhat channel function asa DFGN member? Distribution channel
=  What partnership doyou engage asa DFGN member? Key partnerships
= Arevyou happyas a memberof DFGN or do you feel somethingis missing?
=  What do youthink DFGN should doto be better?
= Areyou willingto payfor some extraservices?

o What makesyour DF unique inthe network?
= How can your DF add value to DFGN with your uniqueness?
= How can you help other DFs with youruniqueness?

e And make money? Revenue stream

Business Model element(s): Customer segment, Value proposition, Key resources, Distribution
channel, Key partnerships

e Revenue model
o How isyour DF (staff, facilities etc.) funded? Cost structure, Revenue stream
o Doesyour DF give its academiccredits orthrough other departments?
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o How doesDF generate revenue? Revenue stream
o Doesyour DF generate revenue from industry partnerships, if yes; how? Key partnership

Do you have any suggestions for ways that funding agencies (individually orin
coordination with otheragencies) can promote betterfinancial planning at the local or
national levelforwaterinfrastructure funding?

Are there any organizations that you think should work closely with the DWA and its
institutions to helpitcarry out its mandate or missionin terms of funding of water
infrastructure?

Are there any organizations that you think should work closely with the DWA and its
institutionsto helpitcarry out its mandate or missioninterms of funding of water
infrastructure?

Business Model element(s): Revenue stream, Cost structure, Key partnership

e Innovation and impact
o Do youhave any initiatives aimed atinnovation?
o Whoisfundingtheseinitiatives?

o Community of practice

e Strategic alliance
o Strengthens
o Shared knowledge, resources, risks
o Growth opportunities
o New markets
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EXHIBIT 2: BACKGROUND INFORMATION OF INTERVIEWEES

EXHIBIT 2A: INITIAL STAGE INTERVIEWS

1. ProfessorAnita Kocsis

Organisation Design Factory Melbourne
Title Associate Professorand the Director
Responsibilities related to DFGN She is in charge of managing the affairs of Design

Factory Melbourne. She is also responsible for
building a sustainable place and space that
empowers people (e.g. students, professors,
researchers, companies) to come up with
positively disruptive innovations.

Organisation Design Factory Korea
Title Associate Dean and Co-director
Responsibilities related to DFGN He is responsible for the co-ordination of the

various activities at Design Factory Korea. He also
manages the corporate external relationships
including international engagements.

The other Co-Director deals with Finance and
Budgeting.

3. Dr. Markus Nordberg

Organisation Ideasquare (CERN)
Title Co-director
Responsibilities related to DFGN He isresponsiblefor managing the administration

of IdeaSquare. The other co-directoris responsible
for the scientificaspect of IdeaSquare.

4. Lotta Hassi

Organisation IED Design Factory Barcelona

Title Acting Director

Responsibilities related to DFGN She manages and co-ordinates the activities and
international relations of Design Factory
Barcelona.

5. Andrea Ordenes & Rodrigous Rodrigo Alvarez L.

Organisation Design Factory DUOC
Title (AndreaOrdenes) Academiccoordinator
Title (Rodrigo AlvarezL.) Deputy Director

Responsibilities related to DFGN Andrea Ordenes:
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Sheisin charge of how each of the three Design
Factory nodesat DUOC developsits activities and
operations. She isalso responsibleforinitiating
the adoption of Design Factory concept at other
DUOC campus. At the moment, DUOC has 17
campuses across Chile.

Rodrigo AlvarezL.:

He is responsible for finance and budgeting. He
also offers support to Andreas in areas such as:
value creation, coordination and management of
the activities at Design Factory DUOC.

6. Giovanni Ferrucio Ferroni Del Valle and Omar Fernando Ramirez Perez

Organisation Design Factory Javeriana (Pontificia Universidad)
Title (Omar Fernando Ramirez Perez) Director of Design Factory Javeriana

Title (Giovanni Ferrucio Ferroni Del Valle) Dean of Architecture and Design Faculty

Title (Martin Gomez) Director of the Industrial Design Programme
Responsibilities related to DFGN Omar Fernando Ramirez Perez:

He is responsible for the co-ordination of the
various activities of Design Factory Javeriana.

Giovanni Ferrucio Ferroni Del Valle:

He administers the two big areas: Academic and
financial aspect of the whole faculty including
Design Factory Javeriana.

Martin Gomez:
He is responsible for facilitating collaboration

between students and academicstaff.

Table 7: Background information of the interviewees for this study.
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EXHIBIT 2B: THEORETICAL SAMPLING INTERVIEWEES

1. ProfessorHannu Seristo

Organisation Aalto University
Title Vice President, External relations
Responsibilities related to DFGN He previously served as the Vice President

responsible for the knowledge networks e.g
innovations, entrepreneurship and also the three
factories at the university which includes Aalto
Design Factory.

One of his primary responsibilities was funding
allocation to Aalto Design Factory.

1. ProfessorKaleviEkman

Organisation Design Factory Global Network
Title Director
Responsibilities related to DFGN He is the visionary who created Design Factory

concept. He manages the affairs of both Aalto
Design Factory and Design Factory Global
Network. He reports directly to the Aalto
University Board.

2. ProfessorPeterKelly

Organisation Aalto Venture Programme
Title Professor of Practice
Responsibilities related to DFGN He is currently teaching entrepreneurial courses at

Aalto Design Factory. Over the years, he has
provided guidance to Design Factory DUOC (Chile)
and has been involved in other international
initiatives similarto Design Factory concept.

His background/expertise in entrepreneurship
and international exposure is relevant to this
study.
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EXHIBIT 2C: BUSINESS MODEL DEVELOPMENT INTERVIEWEES

9. Lyytikdinen Viljami

Organisation Design Factory Global Network
Title Head of International Operations
Responsibilities related to DFGN He leads the internationalization of Aalto Design

Factory and also serves as a consultant to
universities around the world about the Design
Factory-model,interdisciplinary education, design
thinking process and practices that support co-
creation and experimentation.

10. Oinonen Paivi

Organisation Design Factory Global Network
Title (Oinonen Paivi) Design Factory Global Network’s Strategist
Responsibilities related to DFGN She is responsible for the development and the

collaboration between the existing and upcoming
new members of Design Factory Global Network.
She also serves as a consultant to universities
around the world on Design Factory model,
interdisciplinary education, design innovation
process and organisational culture that supports
serendipitousinteractions.
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EXHIBIT 3: INTERNATIONAL D ESIGN FACTORY W EEK SCHEDULE (SAMPLE)

— e e e g e e

Mon Sth Oct Tue 6th Oct Wed 7th Oct Thu 8th Oct Frl 9th Oct

08:45 - 11:00
Business Breakfast
98:30-11:00 Kalevl Ekrman

00 - 12:30 Journey to
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T Harm Tonvonon
PRD St School (SDF) Patvi & VW= Cactivitios) 08:00 - 12:30
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| Mexu Global (PNDF) =
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DF ToolBiox (ADF) £ 2
OBH CldaaSquare) Frea time for 111 meeting
DFGN

12:00 - 13:00
Lunch

12:30 - 13:30
Brunch with Ducc UC

13:30 - 15:00
Pecha Ki 30 - 15: 230 -
Remamber to submit o Hinaner Gpen space
siidas by HI:IAa’u Oct 2 DDF students Viia del Mar Campus Lot
DFE) DDF and transport to Valparaiso Sharing expertise and
discussing challenges

15:00 - 16:00 TP (’m%ﬁ?&c'”"
Tuning-In warkshep
e 15:30 - 17:30 . DFEN
Research runding
workshop
SDF

I 0FGN session I COF/Duoc uc 00 Fun time I Lunch time I Open event [ZI7TTTT] Be proactive
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EXHIBIT 4: RATRELAY 2016

—

= p—
ral & |
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in eghthou 1S turns You have tme 1 bulkd prototypes, 100

Leveraging the global network to solve global challenges

Aalto Design Factory

| Nexus Design Factory

Design Factory Melbourne

http://www.aalto fi/en/current/news/2016-02-08-002/



http://www.aalto.fi/en/current/news/2016-02-08-002/
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EXHIBIT5: SUGGESTED ACTION PLAN

The following is a suggested action plan for the implementation of the ideas offered for alternative revenue
streams.

YEAR MONTH SUGGESTED ACTIONS
2017 January Introduce annual membership fees

June Development work should commence on the proposed integrated system. This system
would serve as a solution to the issues associated with the current use of multiple,
disparatesystems that operate as standaloneapplications. The use of open sourcecode

2017 and agilemethodologies are highly recommended.
September Start organizing and generating revenue from exclusive events

September Establish Design Factory Global Network (DFGN)alumni association

January Testing of the technical features of the integrated system should commence with early
2018 adopters. These users should be made to understand that the system is still under
development and their continuous feedback and suggestions are extremely important.

June The firstset of users may be invited to start using the first version of the integrated
2018 system.
June Complementors should be invited to join the platform.

August Technical features and tools should be developed and deployed on the integrated system
to help corporate marketers and recruiters on the platform. Tools should also be
developed to help alumni network, socialize and access certain other benefits available
inthe network.

September Invite corporate organisations to join the platform
September Introduce membership fees to the alumni association

September Start applying for government’s special projects
November Start charging network’s members for advance functionalities

June Once the platform has achieved critical mass, research should commence on how
revenue can be generated from data.

September Initiate plans for soliciting philanthropic support for the network. It is important that
the integrated system is up and running.

September Start soliciting endowment funds.



