MGMT 2902 Assignment — Innovation Caselet Analysis

Due: Friday, November 29 @ 11:30am
Submission:  Upload to Brightspace as a Microsoft Word document. Upload one assighment per group
Value: This assignment is 30% of your final grade

Innovation Caselet (Mini-Case)
Source: First Round Review - https://firstround.com/review/How-design-thinking-transformed-Airbnb-from-failing-startup-to-
billion-dollar-business/

How Design Thinking Transformed Airbnb from a Failing Startup to a Billion Dollar
Business

In 2009, Airbnb was close to going bust. Like so many startups, they had launched but barely anyone noticed.
The company’s revenue was flatlined at $200 per week. Split between three young founders living in San
Francisco, this meant near indefinite losses on zero growth. As everyone knows, venture investors look for
companies that show hockey stick graphs, and according to co-founder Joe Gebbia, his company had a
horizontal drumstick graph. The team was forced to max out their credit cards.

It's Okay to Do Things That Don’t Scale

At the time, Airbnb was part of Y Combinator. One afternoon, the team was poring over their search results
for New York City listings with Paul Graham, trying to figure out what wasn’t working, why they weren’t
growing. After spending time on the site using the product, Gebbia had a realization. “We noticed a pattern.
There's some similarity between all these 40 listings. The similarity is that the photos sucked. The photos were
not great photos. People were using their camera phones or using their images from classified sites. It actually
wasn't a surprise that people weren't booking rooms because you couldn't even really see what it is that you
were paying for.”

Graham tossed out a completely non-scalable and non-technical solution to the problem: travel to New York,
rent a camera, spend some time with customers listing properties, and replace the amateur photography with
beautiful high-resolution pictures. The three-man team grabbed the next flight to New York and upgraded all
the amateur photos to beautiful images. There wasn’t any data to back this decision originally. They just went
and did it. A week later, the results were in: improving the pictures doubled the weekly revenue to $400 per
week. This was the first financial improvement that the company had seen in over eight months. They knew
they were onto something.

This was the turning point for the company. Gebbia shared that the team initially believed that everything
they did had to be ‘scalable.” It was only when they gave themselves permission to experiment with non-
scalable changes to the business that they climbed out of what they called the ‘trough of sorrow.’

“We had this Silicon Valley mentality that you had to solve problems in a scalable way because that's the
beauty of code. Right? You can write one line of code that can solve a problem for one customer, 10,000 or 10
million. For the first year of the business, we sat behind our computer screens trying to code our way through
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problems. We believed this was the dogma of how you're supposed to solve problems in Silicon Valley. It
wasn't until our first session with Paul Graham at Y Combinator where we basically... the first time someone
gave us permission to do things that don't scale, and it was in that moment, and I'll never forget it because it
changed the trajectory of the business”

Gebbia’s experience with upgrading photographs proved that code alone can’t solve every problem that
customers have. While computers are powerful, there’s only so much that software alone can achieve. Silicon
Valley entrepreneurs tend to become comfortable in their roles as keyboard jockeys. However, going out to
meet customers in the real world is almost always the best way to wrangle their problems and come up with
clever solutions.

Gebbia went on to share how an early design school experience also shaped his thinking about customer
development, “If we were working on a medical device, we would go out into the world. We would go talk
with all of the stakeholders, all of the users of that product, doctors, nurses, patients and then we would have
that epiphany moment where we would lay down in the bed in the hospital. We'd have the device applied to
us, and we would sit there and feel exactly what it felt like to be the patient, and it was in that moment where
you start to go aha, that's really uncomfortable. There's probably a better way to do this.” This experience
pushed Gebbia to make ‘being a patient’ a core value of their design team.

The desire to always be the patient is immediately felt by all new team members. “Everybody takes a trip in
their first or second week in the company and then they document it. We have some structured questions
that they answer and then they actually share back to the entire company. It's incredibly important that
everyone in the company knows that we believe in this so much, we're going to pay for you to go take a trip
on your first week.”

While Airbnb is data driven, they don’t let data push them around. Instead of developing reactively to metrics,
the team often starts with a creative hypothesis, implements a change, reviews how it impacts the business
and then repeats that process.

Gebbia shares, "I'm not sure how useful data is if you don't have meaningful scale to test it against. It may be
misleading. The way that we do things is that if we have an idea for something, we now kind of build it into the
culture of this idea that it is okay to do something that doesn't scale. You go be a pirate, venture into the
world and get a little test nugget, and come back and tell us the story that you found."

Individual team members at Airbnb make small bets on new features, and then measure if there’s a
meaningful return on the bet. If there’s a payoff, they send more pirates in that direction. This structure
encourages employees to take measured, productive risks on behalf of the company that can lead to the
development of major new features. It allows Airbnb to move quickly and continually find new opportunities.
We’re trying to create an environment where people can see a glimmer of something and basically throw
dynamite on it and blow it up to become something bigger than anyone could have ever imagined.

Everyone Learns to Ship On Day One

As part of the onboarding process at Airbnb, the company encourages new employees to ship new features on
their first day at the company. It earns them their sea legs and shows that great ideas can come from



anywhere. This approach yields results in unexpected ways. For example, one Airbnb designer was assigned
what seemed like the small task of re-evaluating the “star” function. In the original Airbnb product, users
could ‘star’ properties to add them to a wish list — a basic feature. Gebbia recounts the story:

“Our new designer comes back and says | have it. | go what do you mean you have it? You only spent the day
on it. He goes, well, | think the stars are the kinds of things you see in utility-driven experiences. He explained
our service is so aspirational. Why don't we tap into that? He goes I'm going to change that to a heart. | go,
wow, okay. It's interesting, and we can ship it so we did. When we ship it, we put code in it so we can track it
and see how behavior changed.” Sure enough, the simple change from a star to a heart increased engagement
by over 30%. In short, let people be pirates, ship stuff and try new things.

Parting Words

When you’re building product at a startup you’re always moving a million miles an hour. It’s tough. You need
to ship. Gebbia tries to balance this reality with the need to think in new ways by constantly pushing his team
to think bigger. He notes, “Anytime somebody comes to me with something, my first instinct when | look at it
is to think bigger. That's my instinctual piece of advice. Think bigger. Whatever it is, blow it out of proportion
and see where that takes you. Come back to me when you've thought about that times 100. Show me what
that looks like."

ASSIGNMENT DIRECTIONS:
Step #1: Pre-Reading

- Read this short article from IdeoU: What is Design Thinking?
(Link: https://www.ideou.com/blogs/inspiration/what-is-design-thinking)
- Read the caselet (small case) about AirBnB (included above)
- Read (or re-read) How Pixar Fosters Collective Creativity by Ed Catmull®.
- Read (or re-read) Design Thinking by Tim Brown.

Step #2: Answer the following four questions:

Q# Question Minimum
word count
1 How did Design Thinking practices fundamentally change Airbnb’s product? Identify 500 words

two Design Thinking practices (of the six noted in the Figure at the end of the
assignment) that occur at Airbnb and discuss why each one was effective in fostering
innovation at the company.

2 In Tim Brown'’s article Design Thinking the author talks about a Design Thinker’s 500 words
Personality Profile (or their mindset) on page 87. Identify two parts of the profile that
are demonstrated by the staff at Airbnb. Discuss why they were important to the
company’s pursuit of innovation.

3 Compare how Airbnb fosters a culture of innovation with Pixar’s efforts. Identify two 500 words
practices or approaches to innovation that are similar between the two organizations.

! Follow the directions on Brightspace to find the online article within the Dal Libaries.
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Why is that practice valued within the organization? What challenges might be
associated with the practice?

The IdeoU Design Kit (https://www.designkit.org/methods) will introduce you to many | 500 words
different methods. Take a look at some of the methods that can support the Inspiration
stage of Design Thinking (https://www.designkit.org/methods#filter). Identify two
methods that Airbnb might consider adopting in an effort to better understand their
user and discuss how they might be practiced by the company.

Guidance:

This is a group assignment. Your group is submitting a single written assignment that responds to the
guestions noted above. I’'m expecting that everyone on a team is contributing to the assignment.

Be sure to leave yourself time for proof-reading and editing before your submit the final assignment. I'll be
looking for assignments to demonstrate good collaborative writing: voice, tense, formatting, fonts, etc.
Strong answers to these questions will go beyond simply recalling information from the caselet or the pre-
readings. I’'m looking for each team to reveal their thinking and understanding of the concepts covered in
the case (which are the concepts we’ve been covering in class all term). Aim for substantive, well-thought
out answers.

In addition to evaluating the depth of thinking / analysis offered within each question, | will also be looking
at the quality of the writing. This includes spelling, grammar and general clarity of thinking. | will be looking
for each answer to have a small introduction and conclusion and be, generally, well structured.

It’s reasonable to think you can complete the assignment without additional research (beyond the pre-
readings and resources referenced in the assignment). However, please remember that when you use
ideas presented by others (in any of the pre-readings or additional resources that you access) you must
correctly cite this information. APA 6% style would be preferred. This involves an in-text citation for
paraphrased content, an in-text citation with a page # and quotation marks for direct quotes and a
bibliography or works cited section at the end of the assignment. | think it’s impossible to do the
assignment without any citations. If you are unfamiliar with the APA citation style consult the Libraries’
Quick Guide: https://cdn.dal.ca/content/dam/dalhousie/pdf/library/Style Guides/apa_style6.pdf



https://www.designkit.org/methods
https://www.designkit.org/methods#filter
https://cdn.dal.ca/content/dam/dalhousie/pdf/library/Style_Guides/apa_style6.pdf

FRAME
A QUESTION

Identify the right
problem to solve for.

DESIGN THINKING INNOVATION PROCESS

o

GATHER
INSPIRATION

Inspire new
thinking by
discovering what

people really need.

"
4

SYNTHESIZE
FOR ACTION

Make meaning
out of diverse
information to
identify a
strategic focus.

Copyright © ExperiencePoint Inc. + IDEQ 2010-2018, all rights reserved,

if
v

GENERATE
IDEAS

Push past obvious
solutions to come
up with break-
through ideas.

LY
/

MAKE IDEAS
TANGIBLE

Build rough
representations
of your idea to
help you think.

TEST
TO LEARN

Experiment your
way toward market
through iterative

prototyping.



