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“The first principle is that you must
not fool yourself

Richard Feynman



“The first principle is that you must
not fool yourself, and you are the
easiest person to fool.”

Richard Feynman



Why are we here?



Our Goal



Improve Odds



Pick Winners






Startup Statistics



Innovative Idea
Startup Statistics



PALO ALTO

science




Create More Winners



Shift the Curve

PALO ALTO
science



Before we start...
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I-Corps Story



$7 Billion



“How can we Increase the
economic impact of the research
dollars invested every year?”



CALIFORNIA REPUBLIC




CALIFORNIA REPUBLIC




CORPS

NSF Innovation Corps




Developed by

entrepreneurs



Taught by

entrepreneurs
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Lean” is changing everything you know
about starting a new venture

by Harvard Business School’s Shikhar Ghosh shows,

75% of all start-ups fail.

But recently an important countervailing force

has emerged, one that can make the process of start-

ing a company less risky. It’s a methodology called
the “lean start-up,” and it favors experimentation
over elaborate planning, customer feedback over
intuition, and iterative design over traditional “big

design up front” development. Although the meth-

odology is just a few years old, its concepts—such

“minimum viable product” and “pivoting”—have
fiekly taken root in the start-up world, and busi-
@8§8chools have already begun adapting their cur-
mlato teach them.

The lean start-up movement hasn’t gone totally
finstream, however, and we have yet to feel its full
IPaet. In many ways it is roughly where the big data
p¥ement was five years ago—consisting mainly of
mzzword that’s not yet widely understood, whose
jpligations companies are just beginning to grasp.
IBasits practices spread, they’re turning the con-
Ational wisdom about entrepreneurship on its

SNew ventures of all kinds are attempting to
Improve their chances of success by following its
principles of failing fast and continually learning.
And despite the methodology’s name, in the long
term some of its biggest payoffs may be gained by the
large companies that embrace it.

In this article I’ll offer a brief overview of lean
start-up techniques and how they’ve evolved. Most
important, I’ll explain how, in combination with
other business trends, they could ignite a new entre-
preneurial economy.
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MIT
Technology
Rewew -

»

You Promised Me Mars Colonies.
Instead, 1 Got Facebook.

We've stopped solving big problems.
Meet the technologists who refuse to give up. s



MIT
Technology
Rewe

Upfront p24 Businoss Report p7s

Buzz Akdrin

We've stopped solvmg bng problems
Meet the technologists who refuse to give up. s
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What will you do?






100 Interviews






But why?



Everyone has a p/an...




...until he gets punched in the face.”




Search for...
Problem-Solution Fit



Search for...
Product-Market Fit



Search for...
Business Model Fit



_

bullding something

nobody wants

Score: 300
36% of Tot.

8. Spending Too
Much Money

9. Failing To Ask
For Help

10. Ignoring Social
Media

Score: 153
18% of Tot.

First Hits
www.100FirstHits.com

5. Not Having The Right
Co-Founders

6. Chasing Investors,
Not Customers

7. Not Making Sure You
Have Enough Money




THE STARTUP
OWNER’S MANUAL

The Step-by-Step Guide for
Building a Great Company

Steve Blank and Bob Dorf

( Hu  handbook f
allengers striving to defy outmoded
lll norrow’s ent

-Busmess

Model
Gene;:a:uon

TALKING
TO HUMANS

Success starts with understanding
your customers

Steve Blank
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Startup Story



My startup set out to
change an entire industry
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1900s

Fedora Hats
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More innovation /in hats



We had a much better way



3.0 Company History

Throughout the late 1980s the National Science Foundation funded professors at Virginia Tech to
research real-time, radio-based position measurement technology for use in construction
environments. That research led to a greater understanding of the potential for real-time systems and

their limitations. The research showed that radio-frequency technology would have practical

limitations in day-to-day operations. After the research concluded, graduate students working




And these guys said so
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What Happened?



10 years $20M later






Tail fin PARTS NOT SHOWN
Boeing (Frederickson, Wash.) Landing gear
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What's a startup?



A temporary organization



designed to search



for a repeatable and scalable

business model



A temporary organization
designed to search
for a repeatable and scalable

business model



What’s a Business Model?



You're holding a handbook for visionaries, game changers,
and challengers striving to defy outmoded business models
and design tomorrow’s enterprises. It's a book for the...

Business

Generation

Alexander Osterwalder & Yves Pigneur

CO-CREATED BY

An amazing crowd of 470 practitioners from 45 countries

DESIGNED BY

Alan Smith, The Movement




Business Model Canvas

Key Partners &2 | Key Activities

Key Resources

Value Propositions f”i Customer Relationships Customer Segments Eé

Channels

,B‘u'siness
Model

&—0 }

Cost Structure

Gene;:aiion

Revenue Streams - CREATE




1. NALUE
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5. ReveNvE SIReAMS T




... or how you create,
deliver, and capture value!



... or how a company makes
money!



Key Partners

Customer Segments

P \
(e
N\

Key Activities

Key Resources

St

I Value Propositions Customer Relationships Customer Segments Eé

Who are your most
important customers?

What are their archetypes?

What job do they want you
to get done for them?

oo or ey

Cost Structure

Revenue Streams L:L((




Value Propositions

Key Partners (\:tg ; Key Activities

Key Resources

7

Value Propositions -7} Customer Relationships Customer Segments (Eé

e v,

What customer problems
are you helping to solve ?

What customer needs are
you satisfying?
you sauprywng r

Cost Structure

Revenue Streams




Channels

Key Partners V;’{g\ . Key Activities i Value Propositions f””i Customer Relationships Customer Segments é

Y

Key Resources 1 Channels @
A
3

Through which channels (sales,
distribution, support) do your
customers want to be reached?

|CU'W" wqmww w

Cost Structure Revenue Streams




Customer Relationships

Key Partners (:Yg . Key Activities i Value Propositions T”i Customer Relationships Customer Segments é

Y

How will you get,
keep, and grow
customers?

CU‘(W‘ r

Key Resources 1 Channels @
oA |
3

Cost Structure Revenue Streams




Key Partners

—~
(&7
&

Revenue Sfreams

Value Propositions S Customer Relationships Customer Segments (Eé

Key Activities

Key Resources

5

Y

Cost Structure

Revenue Streams

ST

How will you make
money?

What is revenue
model?

What are pricing

tactics?
fTavuesr




Key Partners

Key Partners &2 (' Value Propositions S Customer Relationships Customer Segments (Eé

~ v,

Who are your Key Partners?

Who are your key suppliers?

|
Channels

What are you getting from
them...and giving to them?

R

Cost Structure Revenue Streams




Key Activities

Key Partners '\';“tg . Key Activities 5§ Value Propositions f" Customer Relationships Customer Segments

What Key Activities do you
require?

Manufacturing?
Software development?

Personal concierge
service? Etc.

Cost Structure & Revenue Streams




Key Resources

Key Partners (\:tg . Key Activities 5§ Value Propositions f'f‘fk’i“- Customer Relationships Customer Segments (Eé
N\ \é

Y

Key Resources 4)? Channels
2]

What Key Resources
do you require?

Financial? Physical?
Intellectual property?
Human resources?

Cost Structure Streams




Balancing Act

Key Partners

Key Resources




Key Partners

What will
others do?

How will you
support?

Key Activities &
AS

What will
you do?



Cost Structure

Key Partners '\';“tg . Key Activities 5§ Value Propositions f" Customer Relationships Customer Segments
N\ ‘\5 é

W

Key Resources @? Channels
|

S
What are most important
costs inherent in your
business model?

Cost Structure What is mix of fixed and
variable costs?




Key Partners

Key Activities

I

Value Propositions T””i

Key Resources

)

Customer Relationships

Channels

Customer Segments éé

Cost Structure

Revenue Streams




Key Partners (&7

Key Activities

Cost Structure

Value Propositions

G
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Customer Relationships
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Revenue Streams -

) N /
|

Customer Segments Eé




How do we build a

Business Model?



Quick Review



Starting Point

Key Partners (& | Key Activities 5§
=

Guess

Key Resources

Value Propositions f””i Customer Relationships

Guess

<

Channels

Guess

Customer Segments E

Guess

Cost Structure

Revenue Streams




Key Partners

Customer Segments

P \
(e
N\

Key Activities

Key Resources

St

I Value Propositions Customer Relationships Customer Segments Eé

Who are your most
important customers?

What are their archetypes?

What job do they want you
to get done for them?

oo or ey

Cost Structure

Revenue Streams L:L((




Value Propositions

Key Partners (\:tg ; Key Activities

Key Resources

7

Value Propositions -7} Customer Relationships Customer Segments (Eé

e v,

What customer problems
are you helping to solve ?

What customer needs are
you satisfying?
you sauprywng r

Cost Structure

Revenue Streams




Customer Discovery



Customer Discovery in
Four Steps



v

Key Activities Dk\§ Value Propositions f"‘:""”‘i Customer Relationships Customer Segments
- \ E gié

Key Partners

Guess

—~

Key Resources @% G u ess Channels

Cost Structure Revenue Streams




Step 2: Test the Problem

Value Propositions \ Customer Segments éié




Step 2: Test the Problem

Value Propositions =7

Customer Segments
“ha 's your
eadac et

o
Identify customer
problems and needs



Step 2: Test the Problem

Value Propositions £=7;

Customer Segments
“ha 's your
eadac et

Test hypotheses about CS and VPs...



Step 2: Test the Problem

Value Propositions Customer Segments éié

...Iterate and pivot



Step 3: Test the Solution




Step 3: Test the Solution

. {17) C S
Value Propositions =7, ustomer Segments é%

MVP

Test minimum viable product features



Step 3: Test the Solution

Value Propositions / Customer Segments Ei%

Do they satisfy









Key Partners

Audio Middleware
Companies

Key Activities

5
A

Problem Solving

Refine and improve 3D
audio algorithms

Value Propositions f‘”i

Better Performance
3D immersive sound

Higher gaming scores

Customer Relationships

v

Personal Assistance
and Self-service

Small support staff,
emphasize web support

Customer Segments é

PC Game Developers

Key Resources

Intellectual Property

Proprietary knowledge,
brand, patents, trade
secrets,

Audio experts, software
developers

More realism
Reduced-ea-fatigs

=2 < -
Rinoei

Channels

Game Engine

Companies

Audio Middleware
Companies

Note
changes
from last
iteration

Cost Structure

Audio & Software
Engineers

IP License Fee to UMD

Software development
tools

Revenue Streams

SW License, Per Title,
Per Seat for Plug-in




Step 4: Pivot

Value Propositions £=7;

Customer Segments éé
whq{"sezfur
OO b\:clxg%chel-

' New

% Guess

New
Guess



Step 4: Proceed

Value Propositions Customer Segments éié

|1~71 whq{'sezfur
AP ‘ O G L\:clxg% che’?
Fact |t Fact




Customer Discovery starts here...

i

Key Partners 7 Key Activities - Value Propositions ‘,_"'""'j Customer Relationships Customer Segments f \

~<

What customer Who are your most
problems are you important customers?

i ?
helping to solve ? What are their

What customer needs archetypes?

e
210 v e What job do they want
you to get done for
them?

Key Resources Channels

What are key features
of your product/service
that match customer
problems/needs?

Cost Structure Revenue Streams




Customer Segments
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Customer Segments

Value Propositions f”i Customer Relationships Customer Segments Eé

Key Partners &2 | Key Activities

Key Resources

Channels

Cost Structure

Revenue Streams




Customer Segments é&

Who are your most important
customers?




Customer Segments é&

What are their archetypes?



Customer Segments é&

What job do they want you to get
done for them?



Customer Segments é&

Who are your most important
customers?

What are their archetypes?

What job do they want you to get
done for them?



Why do you want to group
customers Iinto
Customer Segments?



Customer Segments | Customer Segments £ Customer Segments q.

Value Propositions Value Propositions (" Value Propositions [

~F ~F

Channels 7] Channels Channels

Customer Relationships Customer Relationships Customer Relationships

~ ~ ~

Revenue Streams ~= v Revenue Streams ~2\ 2 Revenue Streams




Different Customer Segments
often have

Different Business Models



Customer Segment #1 Customer Segment #2




Customer Segments #1, #2,

Key Partners

Key Activities

Key Resources

Value Propositions

v
£

5

Customer Relationships

Channels

Customer Segments Eé

Cost Structure

Revenue Streams -




Customer Segments have

Customer Types



Customer Segments éé

Customer Types

e End User




Customer Segments é&

Customer Types

* Influencer




Customer Segments é&

Customer Types

e Recommender




Customer Segments é&

Customer Types

e Decision Maker




Customer Segments é&

Customer Types




Customer Segments é&

Customer Types

« Saboteur




Identify Archetypes

to understand purchase decision



Business fo Business
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Business to Business

...typically have distinct End Users



Business to Business

T A2
e . “‘%\

Y7
e 2R

...typically have distinct End Users, Decision
Makers



Business to Business

...typically have distinct End Users, Decision
Makers, Payers



Business to Business

...typically have distinct End Users, Decision
Makers, Payers, and others.



Business fo Business

...typically have distinct End Users, Decision
Makers, Payers, and others.



Business fo Consumer

...may as well!



Business to Consumer




Business to Consumer




Business to Consumer




Value Propositions



Value Propositions

’ﬁ.b»
7

i Customer Relationships Customer Segments é

Key Partners & | Key Activities i Value Propositions

Key Resources » Channels

Cost Structure Revenue Streams




Value Propositions =7

What customer problems are
you helping to solve ?

What customer needs are you
satisfying?



What about my
idea / technology / product?



What about my
idea / technology / product?

Customers don’t care about your idea...

they are trying to solve a problem or satisfy a
need.



What, How, Why?

Product, Features, Value



What?



What?

Product



How?



How?

Features



Why?



Why?

Value



Product Features

Value Propositions



Product Features

£

Value Propositions

...but they do deliver It.



Value Propositions -7,

What are some categories of
Value Propositions...




Value Propositions

Newness




Value Propositions £

: Performance




Value Propositions

Customization




Value Propositions

Design




Value Propositions

] Get Job Done



Value Propositions £17,

_ - Brand/Status



Value Propositions




Value Propositions £

] Cost Reduction




Value Propositions

Risk Reduction




Value Propositions

Accessibility



Value Propositions

Convenience/Usability



Some Examples



-

Tuesday, September 10

9:41 AM

esess T 9:41 AM * 100% .-

Messages  Calendar Photos C

sl

Deafheaven - Sunbather

Feature = Bright Colors



csses = 9:41 AM 1 ] ees0e T 9:41 AM * 100% .-

10 % | ) %@
: w e
3 Messag r t Messages  Calendar Photos Camera
Tuesday, September 10 . n G —— | 22,
==

Deafheaven - Sunbather

Value = User Feels Cool!



Features = Value

...but they do deliver it.



Gain Creators



Pain Killers



‘s Law

Remember Tyson







Another Refinement



Customer Segments



Customer Segments

Customer Sub-Segments



Customer Segments

Customer Sub-Segments

Customer Types



Customer Segments



Customer Segments é%

Hospitals

Primary Care

P

Clinics




Customer Segments é%

Hospitals




Customer Sub-Segments



Customer Segments éé

Hospitals




Group Definition

University Teaching Those large hospitals with

Hospitals over 400 licensed beds, a
scope of service index

\ over 100, heavy teaching
emphasis (over 700 intern
hours per bed) and either
are the primary-training
site for a university
which has a school of

medicine or has over 1,000
intern hours per bed.

Major (Non-University) Those hospitals with over
Teaching Hospitals * 500 intern hours per bed
that do not qualify as
a university teaching

hospital.
Large Teaching Emphasis Those hospitals over 300
Hospitals licensed beds and between
200 and 550 intern hours
per bed.
Medium/Small Those hospitals under 300
Teaching Emphasis Hospitals beds with between 200 and

550 intern hours per bed.

Extremely Large Sized Hospitals Those urban hospitals with
500 or more licensed beds
that do not qualify for
any other group.

Large Sized Hospitals Those urban hospitals with
at least 380 but under 500
4 licensed beds that do not
qualify for any other




Customer Segments é&

University Teaching
Hospitals

Customer
SUb'Segmen ts Major (Non-University)

Teaching Hospitals




Not Done



Customer Types



Customer Segments é%

Find the people! University Teaching

Hospitals

End User




Customer Segments é%

Find the people! University Teaching

Hospitals

e End User
» Decision Maker




Customer Segments é%

Find the people! University Teaching

Hospitals

e End User
» Decision Maker

* Payer




Customer Segments é%

Find the people! University Teaching

Hospitals

End User
Decision Maker

Payer

Influencer




Customer Segments é%

Find the people! University Teaching

Hospitals

End User
Decision Maker

Payer

Influencer
Recommender




Customer Segments é%

Find the people! University Teaching

Hospitals

End User
Decision Maker

Payer

Influencer
Recommender
Saboteur




Customer Segments éé

University Teaching
Hospitals

End User
Decision Maker
Payer
tomer 7
Cu S O e y p es Influencer
Recommender
Saboteur




Identify Archetypes

to understand purchase decision



User Archetype

1@ THINGS rou haaded
T B

GAME DEVELOPERS CONFERENCE"

MARCH 25-29, 2013

X7 DATES: NARCH 27-29, 2013
SAN FRANCISCO, CA

e GOCONF

Major League Gaming



Identify Archetypes




Customer Segment #1 Customer Segment #2

=
USER T TNELIEHCER RELOMMENDEN Deckmo] CONOAIC  Spporear.
| maer  Wayen o




Customer Segment #1 Customer Segment #2

—W-N—W—)

[ USER T INELIERCER  REOHAEDER . Decien]  CONOATC SABOTEIR.
M maer  Tayea N>




Customer Segment #1 Customer Segment #2




Customer Segment #2

Customer Segment #1




Why do we group into
Customer Segments?



Different Customer Segments
often have...



Different Customer Segments
often have...

Different Business Models



Customer Segment #1 Customer Segment #2




Customer Segments | Customer Segments £ Customer Segments q.

Value Propositions Value Propositions (" Value Propositions [

~F ~F

Channels 7] Channels Channels

Customer Relationships Customer Relationships Customer Relationships

~ ~ ~

Revenue Streams ~= v Revenue Streams ~2\ 2 Revenue Streams




(A (8]

Customer Segments "\ Customer Segments E Customer Segments Q

Value Propositions = Value Propositions =" Value Propositions

Customer Relationships Customer Relationships Customer Relationships

A~ ~ A~

Revenue Streams & Y Revenue Streams & ~ Revenue Streams




But Remember



Different Customer Types
also often have...




Different Customer Types
also often have...

Different Value Propositions



(A (8]

Customer Segments "\ Customer Segments E Customer Segments Q

Value Propositions = Value Propositions =" Value Propositions

Customer Relationships Customer Relationships Customer Relationships

A~ ~ A~

Revenue Streams & Y Revenue Streams & ~ Revenue Streams







How to create products and
services customers want.
Get started with...

Value f

(A .v‘

Propositions. i

Design . ;

strategyzer.com/vpd - D“’/D
-

Written by
Alex Osterwalder
Yves Pigneur Strategyzer

Greg Bernarda Series

Alan Smith Sequel to
Business Model Generation
Designed by International Bestseller

Trish Papadakos 30+ Languages

WILEY
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Products & Services
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Step 1: Fill Out Value Proposition Canvas




Step 2: Test Customer Assumptions
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b199
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Step 3: Adjust Customer Assumptions
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Step 4: Redesign Value Proposition

% Jor o g . v s are

z ad P

Wl or ¢ aawoenr ¢ dnokh gfir !

ot bty e sah o i s

Guis

P

- —

. @
Customer Job(s) ¢) amm

’ Gain Cr

ol jole areywe ey ne

»a e ek g, om0

Wi Serie mds 7 € 3 B € ping your s e AT IgY?

g v

Ry pge - s

T

v b

o @FT1 Wi 0nsmnn

It or o adicar ¢ co g Pt o a1 e

[ Wi rivk s

.

taries e

2 hagph gy cmver Fwehs & 0

—

Moy b i s of bnaph gy azcees et
a o




Step 4b: Adjust VP Canvas
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Step 5: Test Value Proposition with MVP
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1. The Warm Up

What is your name and role at your company?

How do you fit into your company’s department
structure? Overall in the company?

What is your budget like”? Who has to approve
your purchases?

How do you discover new products for work?
Do you need any approval to try them?

-Have you tried anything new recently?
What is a typical day like on your job?
- How much time do you spend doing [task X]?




2. Test the Problem

What are top 3 challenges you face in your job?

What are top 3 challenges you face in your job
related to [your startup space/sector]?

If you could wave a magic wand and instantly
have a solution to any of those problems...what
would the solution be?

- Dig deeper into their typical day on anything
that sounds painful or expensive.

How have you dealt with or solved [problem
X]?



3. Test the Solution

Walk them through the problems you believe your
solution solves. Do they agree?

Does [your solution] solve any of their problems?

Would you be willing to pay for our solution”? How
much? Would [X] be reasonable?

If they’re willing to pay your price and like the idea
then..."Would you be willing to start right away?”




1. The Warm Up

What is your name and role at your company?

How do you fit into your company’s department
structure? Overall in the company?

What is your budget like”? Who has to approve
your purchases?

How do you discover new products for work?
Do you need any approval to try them?

-Have you tried anything new recently?
What is a typical day like on your job?
How much time do you spend doing [task X]?
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2. Test the Problem

What are top 3 challenges you face in your job?

What are top 3 challenges you face in your job
related to [your startup space/sector]?

If you could wave a magic wand and instantly
have a solution to any of those problems...what
would the solution be?

- Dig deeper into their typical day on anything
that sounds painful or expensive.

How have you dealt with or solved [problem
X]?
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3. Test the Solution

Walk them through the problems you believe your
solution solves. Do they agree?

Does [your solution] solve any of their problems?

Would you be willing to pay for our solution”? How
much? Would [X] be reasonable?

If they’re willing to pay your price and like the idea
then..."Would you be willing to start right away?”
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