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Customer Development
Key Concepts




Blank, Dorf: The
Startup Owner's
Manual Vol. 1 -

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

K&S Ranch Publishing
Division, 2012

FHL

See also Steve Blank’s
blog at steveblank.com
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"A startup iIs a temporary
organization designed to
search for a scalable,
repeatable, profitable

business model."
Steve Blank & Bob Dorf

Blank, Dorf: The Startup Owner’s Manual Vol. 1



L essons Learned from dotcom-Boom

For products with high market acceptance risk ...

— New product

— Lots of unknowns

... the traditional (sequential) model for new
product introduction is a recipe for disaster

— "“On Day One, a startup is a faith-based initiative ...”

— “"Relentless execution without knowing
what to execute is a crime.”
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A Better Approach

Systematically and iteratively develop your
business model

— Document your (current) business model,
uncover all the assumptions in there,
and rigorously test them

— Deeply understand customers: customer discovery

— Quick, responsive development

Get out of the Building

— "... no business plan survives first contact with customers”
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Customer Development Process

Search for Biz Model Execute Biz Model / Scale
Startup Stage Growth Stage

Customer
Creation

Customer
Validation

Customer
Discovery

Company
Building
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Search for Business Model

Customer
Validation

Customer
Discovery

Do our customers have a big Is there a big enough market

enough problem (or desire)? for our solution?

Does our proposed solution Can we develop a repeatable
solve it? sales process?

Problem - Solution - Fit Solution — Market - Fit
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The Business Model Canvas

Commonly used tool for documenting your evolving

business model - providing a good overview and
easy to revise
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How to Document Your Business Model

Recap: objective of startup: develop proven business model
- ,Proven” business model: scalable, repeatable, profitable

Recap: working iteratively, frequent customer feedback
— Therefore: business model changing frequently

Need to document the evolving business model
— Ensure common understanding in team

— Track progress on what's “proven” and what not
— Plan activities

Challenge: how to document the evolving business model?
— Traditional / textual business plan? Not efficient!
— Solution: Business Model Canvas



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

Bu siness

Model
Generation

WRITTEN BY
Alerander Ostarwalder & Yoos Pignesr

CO-CREATED BY

An st ag crowd of S70 practitioness bom 45 countr s

DESIGNED BY { i 1*
Al Serith, The N ment
C \ D

Osterwalder, Pigneur et al: Business Model Generation; John Wiley & Sons, 2010

First Chapter — introduction of the canvas — available as free pdf at
http://www.businessmodelgeneration.com/
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Q esigned for: esigned by:
The Business Model Canvas " Pttty
Key Partners @ Key Activities @é j"%y Customer Relationshin Customer Segments E;
Key Resources Channels w
Cost Structure S ' Revenue Streams =
("",; | C rs really willing to pay?

www.businessmodelgeneration.com

Free pdf at http://www.businessmodelgeneration.com/
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How to Use the Business Model Canvas

Picture: Osterwalder, Pigneur et al: Business Model Generation; John Wiley & Sons, 2010
http://www.businessmodelgeneration.com/




Canvas Explained

http://www.businessmodelgeneration.com/canvas




Key Partners

Which partners/

suppliers do we
need to deliver
the value
proposition?

Key Activities

What activities
do we need to
master to be
successful?

Key Resources

Which
resources
(people, IP, ...)
do we need to
be successful?

Value
Proposition

Value delivered
to customer —
focusona
burning
customer
problem that is
solved

Or a compelling
gain (esp. B2Q)

Customer
Relationships

How do we
build and
maintain a
relationship
with our
customers?

Customer
Channels

How do we
reach our
customers in
the various
stages of the

buying process?

Customer
Segments

Who do we
serve [ provide
value to?

Cost Structure

Key cost drivers

Revenue Streams

Who pays and how (model)?

Source: www.businessmodelgeneration.com




|

|
Key Partners Key Activities | Value | Cust' Cust' Segments
Proposition Relationships

Key Resources Cust' Channels

Cost Structure Revenue Streams

Internal — partners - suppliers External — market facing




Key Partners

Key Activities

Key Resources

Value Proposition

Cust' Relationships

Cust' Channels

Cust' Segments

Cost Structure

Revenue Streams

<Company> Business Model Canvas - <Version Description>

Source: www.businessmodelgeneration.com

<Date>




Key Partners

Key Activities

Key Resources

Value Proposition

Cust' Relationships

Cust' Channels

Cust' Segments

Cost Structure

Revenue Streams

Business Model Canvas —Version
Source: www.businessmodelgeneration.com

as of
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Exercise: Business Model Canvas Basics

Business Model Canvas
— Understand the g segments

— Start filling the segments,
using Postlt notes

Do a quick draft of the — Document additional
business model canvas information elsewhere,

for your startup e.g. more details on
customer segments, value
proposition, pricing model,




