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Table 1 Comparison of causation process logic and effectuation process logic
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Table 2 Conceptualization and categorization of open coding
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Table 3 Model of principal categorization and paradigm
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Figure 2 Model of decision making motive in the Smartisan product innovation process
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Figure 3 Model of decision making motive in the MIUI product innovation process
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A shift from effectuation process logic to causation process logic
— A study of decision making in the product innovation process of startups

Zhong Liu  Yu Guangsheng Pan Wenwen
( School of Management Fudan University Shanghai 200433  China)

Abstract: How to realize the product innovation of startups in the context of resource constraint has been the focus of academic
and business concerns. In the field of traditional entrepreneurial strategy research causation process logic has always been the
mainstream view of many studies. It is based on an idea of predicting the future by emphasizing the search for certain correspond—
ing means and methods under the established target and conditions. This paper attempts to propose a holistic theoretical frame—
work taking Smartisan mobile phone and MIUI mobile phone as corporate examples considering the mechanism of innovation de—
cision — making change in the different periods of startups under the condition of resource constraints in order to provide policy
implications for entrepreneurs to develop innovative strategies at different stages of development.

In order to explore emerging entrepreneurial theories this study analyzes the motivations processes and outcomes of the
product innovation process by using causation and effectuation — oriented logic theory compares the decision — making motivations
of different entrepreneurs in the process of product innovation and demonstrates that startups are breaking through resources.
How to identify utilize and develop innovative paths for entrepreneurial opportunities in a constrained environment. This paper
will use a theoretically driven exploratory case study that meets the following requirements: First of all the two cases selected in
this study are entrepreneurs with relative popularity. Huge amount of media reports emerged in the entrepreneurial process the
product innovation development of Smartisan mobile phone and MIUI mobile phone provide certain reference value for mobile
phone industry; Secondly the mobile phone industry selected in this case is an industry with relatively high innovation speed in
China and it is also an industry in which entrepreneurs frequently identify entrepreneurial opportunities hence this approach has
certain practical significance. Third the two entrepreneurs selected in this case started their product innovation process in a re—
source — constrained environment reflecting the characteristics of the startups and meeting the theoretical conditions proposed in
this study.

This paper firstly illustrates the traits of effectuation process and causation process with entrepreneurial decision theory then
analyses the decision — making process of product innovation of startups MIUI andSmartisan through case study respectively final—
ly we apply conceptual model compares the limitations and applicability of the theory in business practice. The research results
indicate Smartisan mobiles in RD reflects causation process while MIUI show effectuation process. This study suggests that startup
product innovation decision generally chose elaborate schemes and unsystematic trials the suitability of effectuation process and
causation process depend on the contingency of strategic decision which have an effect on resource — conformity and entrepre—

neurial opportunities identification. Early — stage startups tend to adopt causation process decision entrepreneur identify entrepre—
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neurial opportunities fast by continuous resource integration efficacy while the effects of effectuation process manifest in the later
stage of product innovation startups keep the flexibility of resource integration to continually identify the entrepreneurial opportu—
nities with evolution of product innovation’ s converging constraints product innovation is the result of various converging con—
straint  product innovation is the result of various converging constraints within environment.

The case study method adopted in this paper belongs to qualitative research. Although the two case enterprises can reflect
certain theoretical norms in their product innovation decision — making they do not realize complete conceptual model and empiri—
cal research through scientific theoretical constructs and corresponding variables. Therefore there is still insufficient logical argu—
ment in the theoretical construction framework. Based on this we believe that future research can explore the innovation perform—
ance of enterprises within the framework of causation process logic and the effectuation process logic or empirically study the in—
fluence of different enterprise development scale on their product innovation decision — making and identify the key factors affect—
ing product innovation decision — making then.

Causation process logic is generally used in a market environment within low uncertainty which provides exact guideline and
unified direction for resource integration in the development process of enterprises at a lower cost in the early stage of entrepre—
neurship. This is the reason why LuoYonghao can create Smartisan across industries in a short period of time and it also leads to
the lack of flexibility in identifying new opportunities in the later stages of product innovation making it difficult to create new
value. However effectuation process logic believes that opportunity identification is the result of the evolution of various binding
conditions in the process of development and stakeholder relationship and finally the formation of synergy emphasizing the actor
§ control of external uncertainty. Under resource constraints it is difficult for startups to obtain complete market information. In
order to improve the survival rate of startups entrepreneurs try to improve the efficiency of resource use and expect to obtain
market feedback and success in the short term. Fast flexibility y and learning ability means that entrepreneurs firmly control over
the product innovation process. In MIUI% case the identification of entrepreneurial opportunities is closely related to resource in—
tegration. Learning ability and contingency go through all aspects from product design and development to production and sales.
Lei Juns creative integration of enterprise and industry resources can be regarded as one of the business models exploration. The
product innovation of many startups has become the “mediocre majority” because it is unable to balance the contingency between
resource integration and opportunity identification in the development process. The contingency not only runs through the decision
— making process of product innovation process but also exists in different stages and scales of development of the enterprise.
Therefore it requires the decision — makers to combine the two decision — making methods of causation process logic and effectua—
tion process logic.

Effectuation process logic raises questions about the necessity of a product market. It suggests that entrepreneurial opportuni—
ties are generated by different actors”interaction processes and the future is unpredictable. Only through continuous experimenta—
tion and control processes to deal with environmental uncertainty therefore the interaction between the external environment and
entrepreneurs is particularly important. Market opportunities should be the result of the subjective construction of entrepreneurs
stem from the external social and economic environment and innovation decisions are derived from the accumulation of experi—
ence and entrepreneurs and associated with Their own industry experience and cognitive pattern.

Keywords: production innovation process decision; startup; effectuation process logic; causation process logic



