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



CALIFORNIA REPUBLIC




CALIFORNIA REPUBLIC
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Lean LaunchPad Course



Developed by

entrepreneurs



Taught by

entrepreneurs
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MIT
Technology
Revie :

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

We've stopped soiv_in_'g big problems.
Meet the technologists who refuse to give up. s
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You PromiseclﬁMe Mars Colonies.
Instead, I Got Facebook.



I-Corps first program to apply
lean startup principles

to complex engineering,
technology, and science based
startups



I-Corps Results



7004+ Teams*



350+ Companies



$50M+ Raised





https://www.youtube.com/watch?v=3ChKSyZUtVw&feature=youtu.be&t=2h44m54s
https://www.youtube.com/watch?v=3ChKSyZUtVw&feature=youtu.be&t=2h44m54s

6 New Agencies



SBIR Programs



I-Corps the premiere
federally funded innovation
and commercialization
program in the US



Beat-the-Odds Bootcamp
derived from same concept
...evidence based
entrepreneurship.






Why are we here?



Our Goal



Improve Odds



Pick Winners






Strikeouts Base Hits Home Runs

Frequency

PALC ALTO

science Outcome (ROI)




Create More Winners



Strikeouts Base Hits Home Runs

Shift the Curve

Frequency

PALC ALTD

science Outcome (ROI)




What will you do?






30+ Interviews



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

— Richard Feynman



Everyone has a pl/an...




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

I
____J

BuildingSomething|
nobodydvants|

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.

Lack@®fFocus
Score: 112
13% of Tot.
Score: 98 n
12% of Tot. "/|

AllzoEXecutet: -f

BAviarketingt

FirstiHitst
www.100FirstHits.com

5. Not Having The Right
Co-Founders

6. Chasing Investors,
Not Customers

7. Not Making Sure You
Have Enough Money
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Problem-Solution Fit Product-Market Fit Business-Model Fit




Search for...
Product-Market Fit



Problem-Solution Fit Product-Market Fit Business-Model Fit




Search for...
Business Model Fit



Problem-Solution Fit Product-Market Fit Business-Model Fit







Teaching Team



Coaches...
not Consultants



Flipped Classroom
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e . How to Build a Startup (EP245)
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CUSTOMER DISCOVERY

Steve Bla

Stanford / U rkeley
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Our Expectations






How do we
build a startup?



What we Used to Believe
What we Now Know




What we used to believe



Startups are

smaller versions
of large companies



What we now know



Startups are

smaller versions
of large companies



Startups search

Companies execute



What we used to believe




Start with Business Plan
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No business plan
survives...

first contact with
customers



Tyson’'s Law
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Planning comes

before the plan



The Business Model iIs the

Foundation of your plan...



So we start there.



Key Activities ; Value Propositions {* Customer Relationships Customer Segments

) Key Partners ¢
Business Plan - ~&

September 1995

Key Resources Channels

Cost Structure /=] Revenue Streams




What’s a company?



What’s a company?

A business organization that sells a
product or service in exchange for
revenue and profit.



What’s a startup?



A temporary organization



designed to search



for arepeatable and scalable

business model



A temporary organization
designed to search
for arepeatable and scalable

business model



Startup aims to
become a company



How are companies
organized?



How are companies
organized?

Companies are organized
around Business Models



What’s a Business Model?
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... NOW a company creates,
delivers, and captures value.



...or how a company makes
money!



Business Model
Canvas
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Customer Segments
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Who are your most
iImportant customers?

Key Resources

What are their
archetypes?

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

EFTEEEn

Cost Structure




Value Propositions
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What customer problems
are you helping to solve ?

Key Resources

What customer needs are
you satisfying?

you 'Tiqnng r {

Cost Structure | Revenue Streams
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Key Partners /\\3‘)3

Key Activities

Key Resources

%

/;

Value Propositions ")

~

Customer Relationships

W

Channels

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

CUSTOIMers wa(n 1o oe reagqpeg r

Cost Structure

,‘-"”'J»-

Customer Segments :

\ili Revenue Streams




Customer Relatlonshlps

1‘” Customer Relationships

)
How will you get,
keep, and grow
customers?
CUSTOIMIETS f—

K@:L Channels \qu
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Revenue Streams
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Revenue Streams
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How will you make
money?

What is revenue
model?

What are pricing
tactics?
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Key Partners
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Who are your Key Partners?

Channels

Who are your key suppliers?

i

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

v I LLEY TI‘IIIF Iﬁmm?lﬂ'
Cost Structure SO nue Streams
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Key Activities
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What Key Activities do you
require?

Manufacturing?
Software development?

Personal concierge
service? Etc.

Cost Structure




Key Resources
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What Key Resources
do you require?

Cost Structure Financial? Physical? 2
Intellectual property? 2

Human resources?
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What are most important

keyfesouces  COSES INherent in your
business model?

What is mix of fixed and
variable costs?

Cost Structure




Elements Linked
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Iterate Pivot



Key Partners

Key Activities

Cost Structure

Value Propositions

LT,

Customer Relationships
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Business Model
Multiverse




There are MANY potential
Business Models...






...your job is to find the
optimal one given Customer
Needs and Environment






Business Models are
subject to external forces



Busincss
Model

Generation ™ 5 s REGULATORY TRENDS _ SOCIETAL AND CULTURAL TRENDS

TECHNOLOGY TRENDS @ ® SOCIOECONOMIC TRENDS

SUPPLIERS AND OTHER VALUE MARKET SEGMENTS
CHAIN ACTORS 0 ) >

NEEDS AND DEMANDS
STAKEMOLDERS

COMPETITORS
(NCUMBENTS)

MARKET ISSUES

NEW ENTRANTS | ¥ SWITCHING COSTS
(INSURGENTS)

SUBSTITUTE PRODUCTS ¢ REVENUE ATTRACTIVENESS
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GLOBAL MARKET CONDITIONS

CAPITAL MARKETS COMMODITIES AND OTHER RESOURCES
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Business Models evolve,
they are not static



Busincss
Model
Generation

Options




Business Model

generation iIs a
never-ending
processes...



...but for Bootcamp,
focus on the customer!






More startups fail from a

lack of customers

than from product / tech failure



More startups fail from a

lack of customers

than from product / tech failure



Remember the top
startup mistake...
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Building something
nobody wants!




How can you minimize
this risk?



Get out of
the building!



Test the Problem First



Can you identify and
validate a problem or need
that enough people care
about?



...Wwhat we call finding a
Problem-Solution Fit



4 Ly

Key Activities }(;Q Value Propositions g Customer Relationships Customer Segments (B
L sj
-

Key Part (C }
ey Partners ¢ Q

Key Resources 7 s Channels &~ 27

Business =1

Cost Structure /\/i Revenue Streams ]'E;/‘[eor(ljeegation 5 | B :

¢

SFRE A AN i e AT
[ k3 Kot Ll Sl e

LG A AL Ll — o Noam




Key Partners

Key Activities

Key Resources
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The
Business Model Canvas

helps you |
create value for your business

The N
Value Proposition Canvas

helps you
create value for your customer




Value Proposition
Canvas



Value Propositions ‘T Customer Segments E%

How to create products and
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Got started with ¢
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1.0

CANVAS

Value
Map

The Value (Proposition) Map describes

the features of a specific value proposition
in your business model in a more structured
and detailed way. It breaks your value
proposition down into products and services,
pain relievers, and gain creators.

This is a list of all the
Products and Services
a value proposition is
built around.

Gain Creators describe how
your products and services
create customer gains.

e

T
Pain Relievers describe how
your products and services
alleviate customer pains

Gains describe the outcomes
customers want to achieve or
the concrete benefits they are
seeking.

Customer
Profile

The Customer (Segment) Profile describes
a specific customer segment in your

1.0

CANVAS

business model in a more structured
and detailed way. It breaks the customer
down into its jobs, pains, and gains.

Customer Jobs describe
what customers are trying

to get done in their work and
in their lives, as expressed in

their own words.

Pains describe bad outcomes,
risks, and obstacles related to
customer jobs

im







Once Again



“"Can you identify and validate
a problem or need in the
market that enough people
care about?”



Many startups do not
adequately test the problem or
need from key customer
stakeholder perspectives.






Customer Segmentation
Value Propositions



Customer Segments
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Who are your most
iImportant customers?

Key Resources

What are their
archetypes?

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

EFTEEEn

Cost Structure




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
often have

Sub-Segments



Customer Segments é&

Hospitals

Customer
Segment




Group
University Teaching
Hospitals

Major (Non-University)
Teaching Hospitals

Large Teaching Emphasis
Hospitals

Medium/Small

Teaching Emphasis Hospitals

Extremely Large Sized Hospitals

Large Sized Hospitals

Definition

Those large hospitals with
over 400 licensed beds, a
scope of service index
over 100, heavy teaching
emphasis (over 700 intemn
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.

Those hospitals with over
500 intern hours per bed
that do not qualify as

a university teaching
hospital.

Those hospitals over 300
licensed beds and between
200 and 550 intern hours
per bed.

Those hospitals under 300
beds with between 200 and
550 intern hours per bed.

Those urban hospitals with
500 or more licensed beds
that do not qualify for

any other group.

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




Customer Segments éé

Customer
Sub-Segments

University Teaching
Hospitals

Major (Non-University)
Teaching Hospitals




Customer Segments éé

Primary Customer Segment Customer

Sub-Segment
Will you “re-segment” the Initia;
market to find sub-
segments of an initial
Customer Segment...

Target

...perhaps a niche that you
can enter and own?



Not Done



Customer Segments also
have

Customer Types



Customer Types



Roles
Customer



Defining Customers*



The definition of “"customer”
is often quite complex...



Who i1s the "customer”
for a new drug?



The person taking or
receiving the drug?



The person administering
the drug?



The person or group
prescribing or
recommending the drug?



What about regulators and
reimbursement / payers?



A strategic partner or
acquirer of your company?
...nNot yet!



Most of you have complex
customer and stakeholder
ecosystems.



Where do you start?



Customer Segments éé

University Teaching

Find the people! Hospitals

Beneficiary (Patient)




Find the people!

Customer Segments éé

University Teaching
Hospitals

Beneficiary (Patient)
End User




Find the people!

Customer Segments éé

University Teaching
Hospitals

Beneficiary (Patient)
End User
Decision Maker




Customer Segments éé

University Teaching

Find the people! Hospitals

Beneficiary (Patient)

End User
Decision Maker
Payer




Customer Segments éé

University Teaching

Find the people! Hospitals

Beneficiary (Patient)

End User
Decision Maker
Payer
Influencer




Customer Segments éé

University Teaching

Find the people! Hospitals

Beneficiary (Patient)

End User
Decision Maker
Payer
Influencer
Recommender




Customer Segments éé

University Teaching

Find the people! Hospitals

Beneficiary (Patient)

End User
Decision Maker
Payer
Influencer
Recommender
Saboteur




Customer Segments éé

University Teaching
Hospitals

Beneficiary (Patient)

Customer End User

Decision Maker
Types Payer
Influencer
Recommender
Saboteur




Identify Key Roles
in Purchase Decision



And Finally



Describe the Archetype
(prototypical example)

for the End User, Decision
Maker, and Payer.



Depending on the Customer
Segment, these roles may be
filled by...

the same person, different
individuals, or even a group of
people (committee, board, etc.)



Example Archetype - End User

Customer Segment: Professional-class consumers shopping frequently online

H Pat the Professional

Upwardly maobile professiona! (some Grad Studems)
Salary: 540,000 - 150,000/ yzar

Finance, Consulting, PR, Marketing

Follows tashion/technology trends

Spends 51- C on discretionary Items online

Purchased online in last 30 days

Demographics

* Male/female, aged 18-35

*  Minimum bachelors from expensive school
g

Ideas from blogs & shopping websites

Values celebrity trends & friends’ opinions

Wants high ticket it 2 price

lease or sale

Event-drivan shoppar

Maotivation
* Craves new products
¢ Hates tedious work
* Identifies as influencer among friends
Fears being cheated online
Behavior
*  Spends S hours manthly hearing about produdts
* Shares anline and in person about products he
loves
Budget
OK+/year in discretionary online purchase:

X is awesome, | really want one. | know |

upht the YYY. but it’s probably time to

~5.9M “Pat the Professionals” in US

Drawn from top 1/3 of 17.&M frequent online shoppers

17.8M based on
Penetration (Ni

(Nielsen 201001)

ent of women and mar
el ard reldte d Ocougaticns prowos J00S

Meaan weehly parnnge of weeren and men
N mansgement, professional, and related occupationsl graups, 2008

IR Census) * 0.762 US Internet
120100Q1) * 0,58 consumers shopping onine in last month

Online Recommendation Market
Opportunity {conservative
strawman #s)

Top Shoppers

(~S78/year spend): ~ S35M/year

Professional-class frequent shoppers

(~£1.88/yeuar): ~ £OM/year

Other Professional-class shoppers

(50.78/year): ~3.5M/year




Example Archetype - End User

10 THINGS isifeeia s,

GOC

VELOPERS CONFEREMIE"

MARCH 25-29, 2013

TR VIS H) #aMe 12, ).
W h

SO

Attends




Describe or show a

typical purchase
decision



Example Purchase Decision

Private breast
radiologists
Saboteour

Private Doctor
Decision maker
Economic buyer

Peer doctors
Recommender

MammOptics

Sales
representative
Recommender

Doctors
and patients
Users

Insurance
Reimbursement







End User =



ect Manager

Proj

Maker =

iIsion

Dec
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Payer = Purchasing Director



Saboteur = Construction Surveyor



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



Value Propositions



...describe the benefits your
customers derive from your
products or services.



...describe thour

customers derive from your
products or services.



Value Propositions
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What customer problems
are you helping to solve ?

Key Resources

What customer needs are
you satisfying?

you 'Tiqnng r {

Cost Structure | Revenue Streams
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What about my
Idea / technology / product?



Customers don’t care about
your idea, technology, or
product...



Customers don’t care about
your idea, technology, or
product...

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



What, How, Why?

Product, Features, Value



What?



What?

Product



How?



How?

Features






Why?

Value



Product Features

W 4n
y AR

Value Propositions



Product Features

7
Value Propositions

...but they do deliver value.



Product Benefits

Value Propositions



Easy to use



Easy to use

Feature or VP?



Faster



Faster

Feature or VP?



Cheaper



Cheaper

Feature or VP?



Value Propositions {7

What are some
categories of Value
Business PrOPOSitionS...

Model

Generation ¢/ o




Value Propositions fh

Newness




Value Propositions {7

Performance




Value Propositions ("

Customization




Value Propositions [~

Design




Value Propositions [~

Get Job Done




Value Propositions f"’%




Value Propositions fh




Value Propositions {"

Cost Reduction




Value Propositions {7

Risk Reduction




Value Propositions f"’%

Accessibility



Value Propositions f";

Convenience/Usability




General Guidelines



Specifics Matter



Quantify Benefit



Rank Order



Oour

Value - Vin hel S
Propositions '~ " p( )

Design . i who want to

(®Strategyzer
www strategyzer.com/vpd



Value Proposition Exercise

Customer Segment: specific people — start with End Users

need a way to

Jobs to be done

in a way that
Verb (reduces, avoids, etc.) a Customer Pain
and/or
Verb (increases, enables, etc.) a Customer Gain
(unlike )

competition, substitutes, alternatives, doing nothing, etc.



Job importance " Pain severity ' Gain relevance
Rank jobs according to their Rank pains according to Rank gains according to
importance to customers. how extreme they are in the how essential they are in

customers’ eyes

+ + b

the customers’ eyes

Important Extreme Essential
N
9:&'"9 stuck helps with home run
2 Careeror ¥
improve skill jeopardizi promotionor value
set + advance it "3 payraise | propositions
) ¢ Cataes look good associated
CTVICOS with with a big BUdn from leads to
Gat started with { colleagues, going down failure Fram Lo results
el boss, clients wrong path leadership | (.10 aty quick
Value Sagjob” | L e lack of tteam | (4TH3
e UL - i e daci e St helps me
Propositions ;' i} R mansganen || budset ot o | communicate
- . ] fi id
Des|gn v S0 sivailda | | onldere getting it” m by team "geﬂfl;'
’ = bk
e } ; _ SINE%S | communicate dealing with nobody clear
- - ® +sellideas 554 wants helpwhen | indicators
Straegrae assess and stuck to measure
e reduce risk Y progress
- lack of time
N make things wasting time Sothectivith
people want with ideas applicable
collaborate like-minded
: thatdon’t ideas
with others - tWork no clear path people
or help them convince u‘ww
others about Niesred othad
preferred o g m canapply leads to
find, learn, ethods methods to with better
+ apply own context ooy "M‘s confidence | collaboration
Methods content ]
stoy hard to work concret
up to date too much through easy to tipz (e'; %o
theory understand | o r;sk)
Insignificant Moderate Nice to have




Simple Example



Feature = Bright Colors



Value = User Feels Cool!



Customer Discovery
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State Your Guesses

("
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Value Propositions 'T Customer Segments E%







Get out of
the building!



Test the Problem



Test the Problem

Value Propositions {7 Customer Segments éé

whq+ SQ g’fu"
b
@, G L\eag% che?l

ldentify customer
problems and needs...

focus on customer pains, desired gains, and jobs.



lterate and Pivot

Pradies s 5 Services

Wrong Customer Assumptions



lterate and Pivot

Wrong Value Proposition Assumptions




lterate and Pivot
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Restate Your Guesses
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Restate Your Guesses

Products & Ser

Restate CS & VP Guesses



Repeat
as needed



UNTIL you validate a

Problem-Solution Fit
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Fit “validated” by Customer Discovery evidence




But Remember



Customer Discovery is not
an exact science...



Customer Discovery iIs not
an exact science...

look for patterns and apply
judgment when validating /
invalidating hypotheses



Making these decisions Is
your #1 job as an
entrepreneur



More interpretative than
prescriptive.



Why is this process
so challenging?



The definition of “"customer”
is often quite complex...



Who really is a
customer?



Whom do I talk to?



After validating a

Problem-Solution Fit....



You will start testing a

the product*



Product-Market Fit



“Can you build and deliver a
product/service that satisfies
the customer problem or
need?”



“"Do the product / service
features deliver value
(alleviate pain, create gain) to
the customer?”









Initial Guidelines



Identify Primary
Customer Segment (s)



Identify Key Roles In
Purchase Decision



Stakeholders within
Customer Segment



Customer Segments éé

Customers are people. Primary Customer
Segment / Sub-Segment

t

Identify and End User
understand the Decision Maker
stakeholders in an Payer
purchase decision. influencer

Recommender
Saboteur




Different Customer
Segments will have...

different Stakeholders!



Different Customer
Segments will have...

different
Purchase/Implementatio
n Decisions



Value Propositions



...describe the benefits your
customers derive from your
products or services.



Different Customer
Segments will have...

different Value
Propositions



Different Stakeholders
will also often have...

different Value
Propositions



And you must
understand

all of them!



Best Practices for
Customer Discovery



Next Week
September 26"
2pm EDT



Question Answer



