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PROLOGUE

The paradigm of an entrepreneur is to transform his idea into a potential product to be introduced on the
market with sufficient guarantees, especially with regard to consumers.

The crash between voluntarism (from the entrepreneur) and the market reality is the main risk, and
therefore the first question to be addressed.

Other challenges may come after this first one, such as technical, economical, technological, and issues
concerning production, management, etc. All of this leads to a strategic thinking about the way of doing
things.

Implementing activities and executing actions applying a suitable methodology enables the risks to
be avoided and assures achieving the goals more easily. By methodology we mean all concatenated
procedures to be followed and used in order to achieve specific goals. The methodology will actually take
the form of adequate methods to be applied to the concerned objective.

Any venture assumes an activity oriented to get accurate and sustainable results from the entrepreneur’s
dream and primary idea. Thus, it requires an already proven methodology that will pave the way. Moreover,
we know that the entrepreneur’s path is full of difficulties, obstacles, challenges and frustration. And this
is precisely the reason why an entrepreneurship methodology requires a special value that is composed
of three variables:

First of all, it should be an agile methodology. By “agile” we mean flexible, adaptable to all kind of ventures
and its different levels and stages. But it should also be easy to apply by entrepreneurs and considered
general in terms of its capacity of adaptation to contents, works and people.

Secondly, it has to be a complete methodology, allowing the organization of procedures from the beginning
of the process until the culmination of the idea. By “complete” we mean also logical, strategic and planned.
In this way the entrepreneur will follow the steps knowing that they will take him/her to the goal. This
has to be a valid methodology for the conception phase, business model generation, startups and even
for planning and final execution.

Finally, it has to be proven. New methodologies always bring risks and should be carefully implemented.
But in case of entrepreneurship we can’t take additional risks; that is why the methodology has to be
tested and effective.

“Agile Entrepreneurship Methodology For the Creation of Innovative Businesses” stresses the experience
that EOI has acquired over 20 years of working with entrepreneurs, boosting thousands and thousands
of projects.

| would like to underline that a methodology without actions and actions without learning will not lead
to any result. Thus, the right consciousness and the capacity to incorporate, assume and learn (learning
chain), is a condition to avoid early failures, discouragement or simply dispersion.

Moreover, any methodology inherently carries behaviours that are essential for entrepreneurs. On one
hand technical and professional skills, on the other hand personal requirements that can be classified
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as: commitment, constancy, enthusiasm, work dedication and passion. Those are key words to grow and
be successful.

For this reason, we present a methodology that is considered essential for entrepreneurs. A theoretical
and practical set of tools that has to be followed and respected, since its results have been effective and
have allowed thousands of projects to make a reality.

For many years EOl Escuela de Organizacion Industrial has incorporated to its strategic DNA a great ability
for helping and committing with entrepreneurs. To accompany the evolution process of an entrepreneur
is helping to create and build a socio-economic scenario that represents sustainability, employment,
creativity, innovation, balance and future.

Fernando Bayon Mariné
Director General
Escuela de Organizacion Industrial









Chapter 1
INTRODUCTION

1. Introduction

Today society is undergoing a so-called organizational, socio-economic and digital revolution. The business
environment has not escaped these drastic changes. Indeed, the world of business, in all its aspects, has
never been so unpredictable, uncertain and convulsive as it is now.

We are living in a rapidly changing world in which, as well as substantial changes in patterns of integration
and commerce, traditional rules for the exchange of goods and services have also been challenged. We are
being forced to move within a framework for action in which it is increasingly complicated to differentiate
ourselves through quality and effectiveness, and in which the only relevant question is how to create
value for the user.

Innovation is now a strategically vital resource for companies. This is happening at the precise moment
in which competitive advantage is being built from experience. The concept of innovation is thus based
on the possibility of offering values that users demand and recognize. Market customers no longer
respond to the now obsolete concept of innovation based on dynamics that are predictable or gradual.
Customers have also changed and expect different solutions in an environment with yet-to-be explored
opportunities. The only way we can ensure predictability is by focusing on changes in peoples’ attitudes
and on the organizational capacity of teams and organizations to communicate rapidly what each one of
them forecasts. This real time information enables companies to modify their course of action without
having to cease their activities. True innovation is therefore based on people in a new business culture
focusing on changes in both their environment and among their customers.

In a world marked by hyper-connectivity and the rapid pace of change, the power of consumers; their
tastes, preferences and, especially their role as opinion leaders, have become key determining elements.

“New times, new Business Models”. Design Thinking and Lean Setup

We are currently witnessing an unprecedented process of change in organizations. This change is based
upon 3 basic pillars: adaptation, nimbleness, and alignment of teams in order to guide processes that
seek increased knowledge of the customer and a better society.

This is why New Business Models naturally tend towards strategic approaches. New Models are, and will
be, based uponinnovation and knowledge as the essential foundations for the achievement of sustainable
competitive advantage.

In a future characterized by high uncertainty we use a set of methodologies focused on innovation to help
us predict new business models. These methodologies are Design Thinking and Lean Startup:
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Desing Lean
Thinking Startup

Business
Plan

In a changing environment with uncertain frameworks, Design Thinking has emerged as the most used
and recognized methodology for the creation of Business Models and strategic planning, as well as for
creative problem-solving and concept development. This approach has proved a valid option for those
involved in designing solutions that aim to solve real problems and that succeed in significantly reducing
the uncertainty levels which we face: the problems that consumers demand solutions for.

From this perspective, innovation can be considered as something innate that emerges from the direct
vision of the observer: a careful observer trying to understand the bigger picture, the context, and
existing connections between different problem components. From this perspective specific solutions
are considered with types of responses that allow no room for the limitations of readymade recipes. This
philosophy is based on the following key processes: devising, empathizing, defining and generating a
prototype, and testing.

From the start, though a first broad-minded approach, the value proposition is not limited to the simple
designing of a solution but to establishing itself as a way of relating with a world of collaborative
entrepreneurs who, beyond being simple competitors, are part of wider networks. These networks are easy
to learn and collaborate with. Indeed, this is one of the most tangible features of the Co-working concept.

In this new model failure is assumed as part of the entrepreneurial process and as an element from which
important conclusions must be extracted in order to continue to make progress. “Fuckup nights” are a clear
example of this tendency. Developed in Mexico, and now implemented in more than 160 countries, fuckup
nights take place in a friendly and relaxed environment in which experiences are shared about... failures.
In a business culture that sees success as the beginning and the end of everything, these events promote
an empathetic and open attitude, values that in our current society are indispensable for continuous
learning. Participants listen directly to where and why key players failed, what they learned from this,
what they felt and, in spite of all the odds, what “artillery” they used to move forward.
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Sharing these experiences of failure not only encourages others to try not to repeat the same mistakes
but also to achieve a cooperative climate among companies themselves.

This learning from an error or, better still, learning from mistakes, comes from an inclusive mindset that
is inherent to the DNA of Design Thinking. Ingenuity does not come from a quick glowing spark nor is it
set off exclusively by genetic material. Hidden within the brilliant processes of the key start-ups of new
economies are methodologies and the Design Thinking spirit. This new approach is achieving great
success and has found an ideal space for its development in the concept of Co-working.

The future is unpredictable and the pace of change unstoppable. As a result increasingly informed
consumers have a wide range of alternatives. From this point of view, the concept of Design Thinking
may be defined as a philosophy focused on the user whose objective is to offer solutions that are based
on their current problem areas and needs.

Lean Startup embraces the same spirit; designing a carefully thought out methodology applied to
business in a context of high levels of uncertainty. Lean Startup represents a new approach through
which, from hypotheses generation —about customers, their problems and proposed solutions — different
validation procedures are proposed to create an accredited learning system in which iteration with
future customers, and agile development through experimentation will enable us to generate value for
our clients or users.

As aresult of this learning process, when uncertainty has been significantly reduced with real information
about the market, the Start-up will move to Planning Phase in which appropriate marketing and financial
plans will be developed. This also involves the development of a working and operational team.

Within the framework of entrepreneurship programs, the national co-workings network created by EOI
has proved to be efficient at building projects and offering training and support for entrepreneurs.

“EOI has been developing programs to support entrepreneurs and SMEs across Spain for more than 20
years, thus helping in the creation and expansion of the Spanish entrepreneurial ecosystem. During these
years the levels of activity have been similar; consistently focused on business creation training programs
that we have transformed into business acceleration programs where support is provided for their actual
implementation.” (F. Bayon. EOl Managing Director, 2016).

In practice EOI is following a logical path that is coherent with market requirements. This route is in
tune with broader trends in the use of new working methods and the current economic situation. The
experiences gathered during this journey have encouraged the design of an innovative methodological
approach adapted to the needs of entrepreneurs as well as to current market requirements.

Depending crucially on its location and activity level, the internal organization of co-working admits a
degree of flexibility. Co-working spaces, like all the academic activities conducted by EOI, are positioned
within the institution’s quality management system which, although not the reason for this methodology,
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ensures the quality and success of our activities. Notwithstanding the above, the co-working design
proposed here contemplates the existence of the following figures in all cases:

Resident Mentor.
Project Mentors.
Expert Mentor.

Workshops Experts.

Three figures will remain in place from the start to the end of the co-working period and will be carried
out by EOI’s Direction and Coordination team acting as leading managers of the activity:

1. Resident Mentor for the entrepreneurs. This person is the leading co-working figure. They are
responsible, among other things, for naming and selecting participants, designing workshops and
coordinating project and expert mentors. They are a stable figure that is a central and constant
presence. The Resident Mentor, by observing and interacting with entrepreneurs, provides an
overarching perspective on the development of projects and encourages interrelation and synergies
among them at all times.

2. Project Mentors are, after an initial assessment of both the situation and characteristics of the project
and the entrepreneur, responsible for designing the roadmap which will be followed over the duration
of the program. This Mentor assists the entrepreneur during the five months in which the project
methodology is applied and provides guidance, encouragement and support for everything they
might need.

3. Expert Mentors have particular areas of expertise and provide support at the mentor’s request and/
or in situations when deeper knowledge is required by the entrepreneur. The type of training they
provide is usually highly specialized and dependent on project specifics. These Mentors contribute
to streamlining the problem resolution in real time and provide the program with extraordinary
flexibility.

There is also a fourth figure: Workshop Expert.

Throughout the program, after the design is proposed by the Resident Mentor and feedback received
from Project Mentors, the entrepreneur is offered requisite knowledge and tools through specialized
workshops with a clear calendar adapted to the different phases of the Lean Startup methodology.
There is sufficient flexibility to allow for modification and/or expansion of the original workshop design
based on improvement criteria that respond to new needs detected during the development of the
program.

The special added value of this program is that, prior to their intervention; trainers/speakers are informed
by those responsible about the business ideas or the start-up projects that form part of that co-working
session. In this way the achievements of these workshops increase exponentially as presentations are
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“customized” for participants. At the same time entrepreneurs are encouraged to identify themselves
with all the processes that form part of this methodology.

As a preliminary step towards the development of the processes and methodology our objective is to
transmit the underlying philosophy of the mentor-entrepreneur relationship. The basis and principles
underpinning co-working and philosophy behind the Design Thinking and the Lean Startup methodologies
are present from the very moment that an entrepreneur chooses to become part of the program.

The approach, focus and perspective of those responsible for the program are also important. From
their first contact with a potential student until the selection of participants, they provide the nurturing
environment upon which the program is based and identification of the basic attitudes and skills required
from candidates. Awareness among those responsible for candidates is vital in enabling the generation
of an adequate working environment and the encouragement of synergies among the group members.
These elements are the essential reason for the existence of co-working.

We will thus focus briefly on the features and attitudes that those responsible for the program will seek
to detect from their first contact with candidates.

“To be an entrepreneur is, above all, an attitude”

It is helpful to internalize this concept and take it as our starting point. This is because, in practice, we
work on the assumption that a candidate who opts to becoming part of a co-working project does not
necessarily have to have previous experience of creating a company or business activity.

“To be an entrepreneur” is about people who are capable of identifying an opportunity and organizing
the necessary resources to develop it; people endowed with a positive attitude towards new challenges
and projects.

We can now move on to identify the key features of the personality profile of an entrepreneur which, in
the scenario described above, would be associated with the profile of the “Design Thinker”. We are not
referring to a design in the strict sense of the term but rather to the ability to observe through the lens
of a designer:

Empathy: A person that looks at the world from multiple points of view; who sees things that
“others cannot see”; who considers latent needs and interprets the actions of a person in terms
of both their verbal and non-verbal communication in order to translate them into opportunities
for innovation.

Inclusive thinking. Refers to the ability to see beyond existing alternatives; to be able to generate
hypotheses from opposing and/or irreconcilable concepts to enhance user experience beyond, and in
line with, the product itself.
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Optimist. Recognizes the lessons that can be extracted from an error; assumes that errors are often
inevitable but that, in spite of this, a decision to move forward can be taken. Redirecting. Pivoting.

Open to experimentation:
- To learn.

- To open up ways of doing things.

“Work to think” rather than the traditional “think to work”.

* Solves mysteries, not puzzles: there are no clear rules and results are open-ended. This is precisely
where one of the most relevant added values of “design thinking” lies.

Shows a disposition for working in a team and, where and when necessary, with transdisciplinary
collaboration rather than traditionalinterdisciplinary collaboration. Organization of this kind of working
group feeds from the same spirit as the “design thinker”. Our definition of a transdisciplinary team
is a group of professionals specialized in different areas that work together by interacting; sharing
information, knowledge or skills, and transcending their own disciplinary space. This interrelation
among experts represents knowledge appropriation and continuous learning for team members so
that a higher level is reached in which their disciplines complement one another. Each discipline shifts
from the central place occupied by the topic orissue to the specific demands that need to be addressed.

 Student-entrepreneur’s disposition, open or positive attitude to working with design tools: brainstorming,
focus groups, storyboards...

Values

Entrepreneurs
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In practice: When and at what times? For which processes are the attitudes/skills outlined
above required?

a) Atthe start we need to make choices that adapt to our methodology:

- As “guidance” for the mentor - so that they can detect entrepreneurs with the requisite attitudes
and skills from the start.

For the entrepreneur - so that they see themselves reflected in this way of thinking and can adopt
an open approach.

During the entire process of the Lean methodology, particularly the following “moments of truth”:
- Generation of hypotheses.
- Creation of experiments.
MVP Development.
Design of parameters.
- “Unusual” sources of income proposal.

- “Key partners” proposal.

2. Why Lean Startup and Agile Methodologies?

As outlined above, Lean Startup methodology, Customer Development and Agile Development are
increasingly being used as systems or processes for the creation of projects and new businesses. This is
particularly the case for innovative projects where levels of uncertainty are reduced as more information
and feedback is received from initial customers. The objective of this new business concept is to be able
to experiment rapidly with a business idea or new product.

Less than ten years ago, for any kind of entrepreneurial initiative, the model used for creating companies
and new businesses was one which focused on developing a product in a cascade manner. Here, a newly
created company would identify itself as a smaller version of a company that was already established and
consolidated in the market. This approach is now limited as an entrepreneurial model as the “traditional”
methodology adopted is not designed for innovative ideas or entrepreneurial projects where a shared
variable when launching these initiatives is a high level of uncertainty. In the current environment its use
is limited to more conventional business projects where levels of uncertainty are not that high or where
the level of understanding of market variables such as customer behavior, price sensitivity and distribution
channels, among other determining factors, are well-known.

A new way of obtaining information on the emerging business idea in a rapid and agile manneris enabled
by the adaptive model used by technological start-ups. This has shown excellent results and is currently
more popular than the predictive and traditional model (which is unusable for businesses with a high
level of uncertainty). This new model is now being followed by a multitude of entrepreneurial and new
product launch initiatives in organizations and companies.
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In our opinion these agile entrepreneurial methodologies are being widely implemented as working system
by entrepreneurs and start-ups — not just in the technological sector — due to three reasons:

One reason is that the start-up’s own peculiarities mean that it has been created as a temporary
initiative to transform ideas into a business. It has therefore adopted a working system based upon
a continuous search for a profitable and sustainable business model where data collection on clients
and/users and their behaviors is essential.

A second reason relates to the experience shown in entrepreneurial statistics which tell us that a large
majority of entrepreneurial initiatives do not survive within the first three years of activity. The main
cause of this failure is the absence of a market or of customers willing to pay for the product or service
offered.

A third reason is concerned with the changes experienced by today’s customers who, thanks to the
democratization of new technologies, particularly access to the Internet, are now more accessible to
companies and organizations and who are often willing to participate in the process of designing or
making a product or service (prosumer).

These new entrepreneurial methodologies are essentially based on quickly understanding what it is that
works in the product, project or business so that knowledge is validated and whatever does not add any
value to the customer is discarded. Such validated learning is at the heart of these new entrepreneurial
methodologies whose main focus is on interaction with the user from the very start. This is endorsed by
data obtained from short-term testing of the product or business with real clients and/or users (hence
the name ‘agile methodology’). The information from these first customers is of great importance for
adapting the product or business to particular needs so that they can be improved in line with the
feedback received.

Lean Startup methodology has its origins in lean manufacturing used by companies from the automobile
industry sector, such as Toyota, in order to identify and discard anything that did not add value (benefit
to the customer) and thus avoid wastage. Although it is true that start-ups from the technology sector
have been the main followers of this agile methodology for creating companies, today it is increasingly
expanding to other sectors (including the public sector) as an effective entrepreneurial methodology for
new ideas and projects. It is, in reality, simply a system of user-focused continuous innovation where the
learning cycle is iterative and extremely short.

Create, measure and learn is the mantra repeated again and again by start-ups that have adopted the
Lean Startup methodology as their business learning system. This is because it is always necessary to
test, validate and incorporate the knowledge obtained from early customers (early adopters) into the
company. This process of validation takes place by getting out and looking for first clients or users so
that they can provide us with information on how to improve or finish our product, service or business
model.

This is carried out using the so-called minimum viable product: MVP (a set of minimum features that a
product or service has to have in order to obtain information from clients and/or users). With a MVP we
cannot expect that our product or business model will be totally completed and/or perfectly finished and
polished for launching on the market. As the degree of acceptance is the same, it is necessary to try and
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test it by means of a prototype, experiment, a simple video, scale model, surveys (“anything inexpensive
but not shabby”, as our colleague Nestor Guerra would say), etc. The information obtained will be useful
for enabling us to continue completing the product or business until its definitive market launch. This
way of working is far-removed from the traditional product development cascade approach mentioned
above where a longer incubation and reflection period was necessary and where the focus was on a totally
completed and improved product prior to its introduction on the market.

If the data and information received tell us that the hypotheses proposed at the start are inadequate, the
strategy can be changed and piveted (a planned strategic adjustment) towards new hypotheses regarding
key elements of the product or service that gradually assist in reducing levels of uncertainty.

The sad reality is that the majority of start-ups fail because the products and services they offer are
not of real market interest. This is usually manifested after much time and effort has been dedicated to
developing the product, designing and planning the service, and elaborating a business plan, etc. This is
where we believe that the Lean Startup methodology could be really useful as, within a couple of months,
entrepreneurs can identify and test their hypotheses: customer profiles; the most valued functions or
benefits of the product or service; marketing channels; and even the price customers are willing to pay -
allin a quick, simple and economic way.

by Eric Ries, as well as the by Alex Osterwalder and
by Steve Blank are some of the agile entrepreneurial methodologies that are reformulating
existing approaches and changing the way products and new business models are being launched.

3.

Whether you are helping to assess the potential of an entrepreneur or are a reader thinking about starting
a new enterprise, the following paragraph will undoubtedly provide you with a first introduction to what
we call: “Entrepreneurial identity”.

It is not a “traditional” questionnaire and does not seek to provide a detailed rationale for becoming an
entrepreneur.

The aim of this chapter is to offer a number of pointers that can provide a quick way of obtaining a clearer
vision of the level of affinity, proximity, connection and closeness to the concept of an “entrepreneurial
environment”.

The following questions thus have animpact, directly and progressively, on the concept of “entrepreneurial
identity”.

What we are offering here is a tool for consideration and reflection that encourages a first approach and
helps shed light on the initial concerns faced by the potential entrepreneur.


https://en.wikipedia.org/wiki/Lean_startup
https://strategyzer.com/canvas/business-model-canvas
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Whether it is carried out from the point of view of the mentor or entrepreneur, this exercise provides
valuable information in a few minutes.

Let us begin:

Have you ever considered starting a business and then thought that:

“Nothing is easy. Everything looks very complex”?
“Is it never too late or yes it is”?

“Is to be an entrepreneur really an attitude?” “I have never started a business...”

To try and help you assess your identity as entrepreneur you can use a questionnaire or a traditional test
as your starting point and establish an assessment for each type of answer. Like other tests that you may
have done, according to the score obtained you will get an idea of your “entrepreneurial level”.

Although similar in objective to traditional tests, what we offer below is a version that enables you to
obtain your own conclusions about yourself in terms of being an entrepreneur.

We invite you to scan a series of values, attitudes, situations, thoughts as well as a few reflections. The
majority of the themes proposed coincide with those included in traditional tests. This is because what
we is outlined below, as in traditional tests, is an indisputable part of an entrepreneur’s DNA.

In our case we will not carry out a numerical assessment. There are no good or bad answers. Nor is there
a scale of best to worst as this is unnecessary for self-recognition.

We have divided the chapter into four sections. These sections appear as a succession of “phases” that
correspond to natural sequences in the life of a person and its temporal and logical progression. At the
end, in order to assist you to situate yourself and help your thinking, we have included a selection of
thoughts, ideas, situations, and reflections...

You do not need to feel that you must identify yourself with all the elements proposed here, nor that you
feel “this is me” in every phrase you read. That would be far from our intention. Our aim is simply for you
to read, consider and try to internalize these topics and assess whether the essence of what they reflect
somehow corresponds to your own particular journey. We hope that this will help you to determine whether
a particular “tune” or discourse feels familiar or close to you and that you are indentifying yourself with
them, even if it is only because they have managed to “move” you at some point.

We have no doubt that at the end of this chapter you will have the answer - without ratings or numerical
assessments. You will simply know.

Our intention from the start of this document is that you should use your own intuition, nothing else. As
an indispensable starting point, listen to and look inside yourself.
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Background: Why are you here?

| often feel that there is something missing, | could do more: “This is not what | want in my life”. | have
to change.

You hear a voice saying “l want to do something on my own”. Create.

| have experienced the feeling that it is “my moment”. | need ACTION. | need to try.

| don’t see many ways out: banks, lack of understanding for my plans and their rejection? Barriers,
doors that are always shut?

| ask myself: Where shall | start? What would make me take the leap?

¢ |s there another way?

| have started to look for other alternatives. Something is pushing me to think in the long term.

Your principles

| believe in myself. | am determined. | trust myself. Self-esteem. Wishing to improve.

e Empathy is something natural in me. | can easily interpret gestures and glances, not just words.
* lam responsible.

* Creativity flows within me. Initiative. | am proactive. | anticipate. | can see “beyond”.

* | have courage. | don’t give up. | persevere. Optimist. | am resistant to frustration.

 Inthe light of difficulties: | am part of the solution, not the problem...

e | don’t resign myself to things. | like doing things well. Integrity. | have a will to succeed.

| learn from others. | can recognize values in other people.

* | adapt rapidly to changes.

* | am motivated. | enjoy what | do very much. | have hope and the capacity to inspire hope in others.
Communication skills.

e | am daring. | am different. | am determined. | take risks. | am bold and clever.
* | am passionate. | am dedicated. | love what | do; | am fully committed to what | want.

¢ | sometimes find within myself the ability to see things in perspective with a global vision.

Your career

* You don’t remember how long you have been asking yourself: Why? Why? Why? Since when have you
questioned so many things? In spite of what you have learned, in spite of what you are required to do,
in spite of going against the flow, even in spite of who is telling you.
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You have often felt afraid when you hear: “Do it the traditional way”. You are unprejudiced. That “is

not you”.
You don’t know how many times you have felt “different”.

When taking a chance you have been lonely. A more difficult start than you would have expected.

You have passed the phase in which nobody helps you. DO THEY CALL YOU CRAZY? IRRESPONSIBLE?

EVEN A MISFIT?

You realize that their arguments often do not “convince you”. You listen to others. YES. But immediately
afterwards you know that you have to follow your intuition. And, although you sometimes forget, there

is something within you that knows that this is the only path towards guaranteed success.

You begin to discriminate: Fighting? Yes. Fighting against the flow? No.

There have been moments where you question everything: Yes, we can. And why can’t we? You come

up with new solutions to old problems in a natural way.

Little by little you are learning to “get it out and communicate”.

There have been moments when you have realized that it is not just about accepting challenges. That
is not enough for you. You have discovered a strange pleasure in going after them. Looking for new

challenges: your own challenges.

You have experienced an energy “boost” for every phase you have passed through and for every

achievement.

It has come to a point where you have discovered that things may not happen rapidly. That the most

difficult path is also the shortest. Actually, you end up discovering that there is only one path.

On this journey you have already learned that failure has to be accepted otherwise there would be no

success. Like a universe in balance, you have started to learn from your own errors.

When dealing with a problem you learn how to “turn the tables” and, although it requires lots of effort,
you think about perspectives that you wouldn’t usually consider and reach the conclusion that there is
always another interpretation that may be more favorable - not necessarily better, but certainly different

from what you expected. And you are still learning from mistakes.

You understand that you have unlimited energy. There were always “closer” things. Ideas, solutions,
businesses that you have been collecting throughout your story. You understand that the key is within

them.

At a certain point you understand that inspiration and motivation are energy. For you, this is not an effort.

That phase where you realize that the “team” has arrived. You respect the team. You learn and create

with the team.

You have become more pragmatic. You discover the here and now as a starting point, and you do not

forget that every moment is “here and now.”

You use perfection as an excuse. It is like “falling in love”...you cannot stop doing it.
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Your dreams

Bring the creativity out. Visualize your dreams. Put them into practice.

Being able to say “l am going to achieve it. | know how to handle the situation”.

* Learning to create value. Something that matters, something necessary.

| want to build “my story”. Something that is mine.

Get everything out. Give everything.

| want to feel connected. | want to take part.

* Happiness.

Your expectations

» Everything is useful; all your work, all your efforts. Actually it is.

* Visualize them and go for it: have a clear and sustainable goal. Create a habit, “my habit” in order to
succeed.

* Always keep focused to survive: take the effort seriously.

* People need to know what they don’t know. | don’t know, but I will.

* Acreed: “Work to think...rather than think to work...”

* No one will set my boundaries because my life is defined by passion. | would do it for free.

* My great hidden challenge: to solve an everyday problem in order to solve a societal problem.

e | want to work with my ideas.

What you love doing

What you do well

What you are getting
paid for
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In our different entrepreneur support programs and EOI coworking spaces we welcome entrepreneurial
initiatives with very diverse characteristics and at different phases of development. Due to the variety
of proposals we use flexible processes and working techniques that can be adapted to each type of
project and stage of development. This is why, in the management of EOI’s coworking framework, we
found it convenient to develop a working methodology that could be adapted to such a wide variety of
entrepreneurial initiatives and projects. Based on our experience as mentors, we have established three
development phases that every new entrepreneurial project or company will go through successively:
Design Thinking, Lean Startup and Planning or Executing the Plan.

This three-phase based working process is ideal for those entrepreneurs that have started with a business
idea and wish to develop it to its maximum potential: creating a company, building a team and putting a
business model in place to that their product reaches a large number of people and generates important
benefits at business level.

It is likely, however, that not all entrepreneurs or projects joining the entrepreneur programs or EOI’s
coworking processes have the potential or requirements needed to developing their product in this way.
Some of them may require a simpler model that is adapted to their needs. In these situations, only one or
two of the three phases of development upon which our methodology is based will be put into practice.

After joining an entrepreneurial program or an EOIl coworking space, an entrepreneur wanting to develop
a business idea to its maximum potential will begin Phase1 by applying Business Design tools. The aim
is to first understand their customer through an Empathy Map. From there, they will design an initial idea
of their business using a Business Model Canvas. They will then continue to the Phase 2 Lean Startup
where a series of tools will be used to validate the hypotheses arrived at in Phase 1. Finally, in Phase 3,
the Planning or execution of the working plan at marketing, finances, working and operational team levels
will be carried out for implementation within the company.

The majority of entrepreneurs will follow the development of this entire 3-phase route with their projects
when participating in an entrepreneurial initiative or EOl coworking space. However, there may, as we
have already mentioned, be exceptions due to either the degree of development and initial work of the
entrepreneurial project or to the time available for working work through the different phases of this
methodology. In these cases, only one or two of the three phases will be carried out.

Route A

Modality A
Entrepreneur Type:
Early entrepreneur

Route B

Modality B
Entrepreneur Type:
Entrepreneur with
some experience

Route C

Modality C
Entrepreneur Type:
Advanced Entrepreneur
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In the following section we will examine what each of these cases involves:

1. Entrepreneurs whose business idea is at a very early stage, those who have a 5-month working time
limit or those who have started a company for the first time (this is the case for most of entrepreneurs
we are working with). In these cases it is necessary to dedicate all the project working and mentor
time to Phase 1: Business Design and to Phase 2: Validation with mentors. Phase 3: Planning will
not be carried out due to lack of time as well as to allow for the adequate completion of the two first
phases in order to maximize the process undertaken. From here, the entrepreneur will reach a point
where they realize whether or not it is worth pursuing their idea and continuing to the next steps of
the process: to establish the company with the best guarantees for success.

Both the idea and the entrepreneur’s profile in these types of project may be considered as being ata
less mature stage of development. We may also come across projects where an entrepreneur is less
qualified in aspects related to entrepreneurship in which case the benefits that may derived from the
training workshops and support received from the mentor are crucial. This is why, during the 5 months
available, and while the first development phases are being carried out, mentor and entrepreneur
work together closely to improve that qualification. Without this support it will be difficult for them
to undertake Phase 3; due to the lack of time involved, as well as the need to focus on the first two
phases and secure maximum benefit from them.

2. Entrepreneurs that have been working on their business idea for some time and have some
experience or background as entrepreneurs as a result of having been previously involved in other
projects or some kind of entrepreneurial project. The complete methodology may be shared with
these entrepreneurs as their projects will already be underway. Instrumental aspects such as having
a prototype of their product, or having begun to provide a service in a traditional way, may also be
well-advanced. This is when it is useful to implement the three phases of the methodology as the
entrepreneur will be able to secure maximum potential for their project and a major push for their
business idea.

3. Entrepreneurs with an established company or self-employed professionals with a business activity
that already has first customers or wide experience at the levels of business development. For
these entrepreneurs, some of the aspects in phases 1 and 2 may have already been accomplished.
Nonetheless, in this type of project, it is useful for them to be familiar with the Business Design, Lean
Startup and Validation methodologies in order to be able to start, for example, a new business line
in the company or the launch of new products. This is why, if deemed necessary, the methodology
may be implemented.

It may also be the case that entrepreneurs benefit most from focusing on Phase 3 - Planning —
particularly as what the majority of these companies may need most is to improve their level of
management. They will be able to do this through the training received in the workshops and support
from mentors in ensuring good business planning.
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Based on the different types of entrepreneurs and projects that we may find in entrepreneurial programs
or EOI coworking spaces, three working routes are possible:

Model A: a project at a very early stage where the entrepreneur has a basic idea but has not started
working on it. In this case, time is needed to work on aspects related to the entrepreneurs’ profile and
then focus on efforts to carry out phases 1 and 2 only. Planning will not be carried out due to lack of time
and because of the need to focus on the two initial phases.

Model B: the project of an entrepreneur who has been working on the idea for some time and has
started to give it shape. They may already have developed a brand, an initial minimum viable product
and a small working team. This type of project will undergo the three phases: 1 Business Design, 2 Lean
Startup and 3 Planning.

Model C: a project at an advanced stage with a developed product or service and with first customers.
In this case, the entrepreneur has some experience and seeks help for improvement. Here phases 1 and
2 may be carried out to develop new products and services but most focus should be placed on phase 3,
Planning. The aim is to provide the company with an improved profile and to give it a significant boost
at business level.

We also need to consider projects that come with their ideas at a very early stage of development where,
after having carried out a validation procedure, we realize that there is no point in continuing with the
project as more time is needed to come up with another idea or use a different approach. Time spent
working at EOl coworkings is well spent here, in the sense that the training received may be valuable for
the future of the entrepreneur and will contribute significantly to avoid making the serious mistake of
developing a project for which there is no place in the market.






Chapter 2
PHASE 1 — BUSINESS DESIGN

1321

Phase 1

Environment & Opportunities.

Business Model Design & Creation

Design

& Understand

Tools

What does she think and feel?
What is really important to her
Main worries
Concerns and expectations
5 What does she hear? ™ What does she see?
What friends say Enviroment
What the boss says e Friends
What influential people say o Market offers
Observa-
tion .
What does she say and do? e
- Her attitude in public \\\
- Her appearance
Stoken // Behaviour towards other people \
Map
Efforts Results
Fears. Whises/ Needs
Frustrations Measure of success
Obstacles Obstacles
Key partners Key Value Propositions Customer Customer
activities Relationshi Segments
Key resources Channels

==

3
S

? ?

(Expenses) Profitability (Income)

Value Propositions

Think Up

>

design thinking

Cost Structures Revenue stream

Creators
of gains

Products /'7/ -

& Services

g Relievers
V of frustrations

&

Customer’s

Frustrations




33
FOR THE CREATION OF INNOVATIVE BUSINESSES. THE EOI EXPERIENCE

Every entrepreneur, starting from either an idea or with an operating business, should consider the
environment in which their project will be developed, what customer needs it intends to satisfy and how
their business model will be structured so that it adds value for clients or users. To help with the task
of designing and assessing the business model prior to market entry in the validation phase, we have a
series of tools.

Any type of project may benefit from using these tools when establishing the foundations for what will
become the future company’s plan. This should not be base simply on intuition or be led by circumstances
but after careful thought with the team of promoters involved in the project and, if possible, future
customers who can contribute to a more realistic vision of the needs that the entrepreneur intends to
address.

On the basis of the project models described in this methodology and the routes established, this Business
Design phase is fundamental for models A and B as they start at a point where they have not begun to
develop the product or service (Model B), nor have they started to market the product or service (Model
A). This is the time to carefully consider the strategy we want to undertake. It is an exceptionally important
moment. We should not let ourselves be led by our own conclusions or assumptions; we have to really
understand customer needs and their way of thinking in order to be able to offer a value proposition that
satisfies them. Thanks to the work carried out during this phase, the entrepreneur and their team will be
in a better position to develop a minimum viable product (MVP) which will help the company to validate
the idea in the next development phase. The work carried out in this phase will thus serve as basis for
the other phases and for the entire development of the company. It can also be reviewed, adapted and
improved with the feedback received from the market.

For those companies in Model C, that already have a product or service on the market and are particularly
interested in promoting its commercialization to reach more customers, it will not be necessary to start
from zero in this phase of Business Design. In this group they may focus their work efforts in Phase 3
towards planning or executing their business plan. It is important, however, that the entrepreneur learns
the mostimportant concepts regarding Business Design in order to be able to apply them when launching
new company products, business lines or services or when improving existing ones after they have been
launched on the market. Within these types of companies we may find ourselves in a situation where the
entrepreneur is not getting good results in terms of commercialization. The implementation of these tools
serves to assist in adopting a better strategy approach and making them want to understand customer
problems, thus improving their business situation.

2.

What came first, the chicken or the egg? Is it better to detect a business opportunity first and then develop
the business idea or the other way around? Usually, when entrepreneurs start an entrepreneurial process,
they do not adequately question themselves about whether their business idea or project is actually based
on a business opportunity or not. It is also possible they are not the first ones to come up with that particular
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business idea. Although new business ideas in a specific sector or niche area are being formulated every
second, in the majority of cases these do not materialize in the creation of new businesses because they
do not respond to a real market opportunity.

In the entrepreneurial process we have to be clear that an idea is not enough to create a business. In
fact for an idea to be carried out and eventually be transformed into an actual business what is actually
important is how that business idea can be implemented or executed. This is why it is generally said
that a mediocre idea implemented or executed by a brilliant and talented team is preferable to a brilliant
idea implemented by a mediocre team. The how constitutes the most important aspect to be taken into
account when trying to develop a business idea.

Every business project starts with a business idea that needs to be based on a market opportunity. The
entrepreneur’s intuition and foresight (often based on mere observation) are important for identifying
business opportunities. As mentioned earlier, the choice of a business idea must be the result of, among
other things, the capabilities and attitudes of the entrepreneur or promoter. Many business ideas that are
later transformed into products or services are based on needs that have been detected previously by the
entrepreneur: needs that, in spite of being latent, have not been perceived yet by the final consumer or
user. The entrepreneur feels (or foresees) that the idea will be a success. Social networks are an example
of this. Ten years ago not many people felt a need to use them and today they are used massively.

When choosing and identifying a business idea we have to take into account our capabilities, motivations
and accumulated experience in the area or sector in which we are now going to invest our time.

Thisis not an easy task as it requires entrepreneurs knowing themselves well enough to be able to identify
their motivations and, particularly, their knowhow regarding their potential business. It is very important to
think about the opportunity cost derived from having to focus on anidea and discard the rest, regardless of
how good this may be. Equally, we must have a very clear idea of what are we willing to risk. As mentioned
above, this demands a large dose of self-knowledge so that we know which business idea best fits with
our motivations, capabilities, professional experience, etc. Identifying a good business opportunity in the
tourism sector, such as a travel agency for instance, would be of no use at all if one is afraid of flying. We
will eventually transmit our fear to our customers or, when asked about our own experiences, we will be
unable to help as our fear will have hampered any description of a journey experienced, making it very
difficult to sell our product correctly, even if we are proposing the business on the on-line market.

Answering the questions in chapter 1.3 is one way that may help us to select business ideas:

What professional experience do | have?
What can | do best?

What motivates me the most?

What am | most passionate about?

Do | see myself in this business in five years?

What are my best capabilities and skills?
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As previously highlighted, anideain itselfis not a sufficient condition to start a business; this concept needs
to be brought “down to earth” and given form. This is much more complicated than the conceptualization
or visualization of the idea. We have a number of examples of how a business opportunity might turn
into several business ideas, such as the buyers of online hotel prices and insurance company comparison
platforms. In these cases, the technological input in hotel reservations or insurance management, along
with consumer price sensitivity, has encouraged the creation of new hotel reservations management
and insurance companies offering consumers quality information in real time which can help to optimize
resources.

As we have already seen in the first chapter, on many occasions the entrepreneur’s own intuition plays
an important role in the development of the business idea. The ability to perceive business opportunities
depends on the entrepreneur’s inherent capacities as well as those inherent in the external environment.
The hunches that successful business people sometimes describe respond to the acumen, or business
instinct, of the promoter of the business idea and to an open and observant attitude towards their
environment.

The key features observed in a business opportunity include the following:

The practical vision of the business idea which requires analysis of market possibilities so that it can
be “legitimized” by customers who will eventually buy the defined products or services.

There must be a real market willing to accept the potential business idea.

It must be durable so that it can be of use.

Richard Branson, CEO of claims that: “Business opportunities are like buses, there’s always
another one coming.” And he could not be more right; business opportunities are varied and diverse, and
at this moment there are many of them. This is thanks to the development of new technologies and the
Internet whose possibilities may benefit almost half of the world’s population.

We can say categorically that today we live in a world where the possibilities for generating new business
ideas based on business opportunities are greater than ever before in human history. Today, people with a
minimum of technological knowledge, available through informal learning environments such as YouTube
videos, may develop a business idea based on an opportunity in the technological field.

Business opportunities may arise in different ways, such as the arrival of new technologies or a new
policy or regulation, or through socio-demographic changes. This is why it is important to analyze where
business opportunities come from. Usually their origins can be reduced to three factors:

To solve existing problems among a group of users or clients.
To meet needs that are unmet by the current market.

To meet the wishes or motivations of clients or users.


https://en.wikipedia.org/wiki/Virgin_Galactic
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A source of business ideas is monitoring trends and changes happening in different areas of the
environment. These environmental changes can be of a social, demographic, cultural, policy and legislative,
environmental, economic and technological nature, and may be a source of inspiration for new and
profitable business ideas.

Sometimes these environmental changes have a difficult prognosis but at other times it is possible to
envisage emerging trends entering the market that are, or will, influence people’s (clients and/or users)
behaviors and habits in the future.

A clear example of a macro tendency is the so-called collaborative economy or “ ” which
is establishing itself firmly. This has imbued everything with a prefix used across the majority of sectors:
co-ownership, co-creation, cooperation, co-working, etc. We live in, and are moving towards, a more
open, transparent, technological and collaborative world. Collaboration among people, after all, has been
one of the main factors in human development. This is why the proliferation of business ideas involving
individuals sharing things like their house, car, tools and machines, clothing, etc is hardly surprising. The
general concept of using a product or service only when | want to use it; and to pay only when | use it, is
clear and permeates today’s society. This is the reason for the proliferation of business models where
you only pay when you are consuming or using. Wedding dresses and suits rented only for a particular
occasion, cars and hotel rooms rented by the hour, DIY machinery and tools and clothes rented for days,
contracting professional activities such as lawyers, therapists, cooks, personal shoppers, pets for rent,
etc. by the hour.

These examples serve to illustrate how a trend is established in consumer behavior and how it may act
as a multiplier effect. Other, more diverse, business opportunities may also emerge from a tendency,
opening up new possibilities as consumers get used to a new business model.

Creativity and innovation are also excellent tools for generating ideas based on business opportunities.
In order to generate good business ideas supported by business opportunities, and inspired by market
tendencies, the following the habits are recommended:

Explore the needs or motivations of people that are unmet by existing products or services.

Surround yourself with creative people.

Observe the environment and analyze change factors.

Observe the interests and hobbies of particular groups.

Study businesses that have been successful abroad.

Use technology as an ally.

Have entrepreneurial hunger and analyze future market trends.


https://en.wikipedia.org/wiki/Sharing_economy
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3. Environment research

One of the first points and most important points when designing entrepreneurial projects and business
ideas is to analyze the entrepreneurial environment. By exploring the environment business elements
may be revealed that could be crucial for building a consistent and differentiated value proposition.
This step comes prior to the design of the business model and will help us to think about how to deliver
value to the client and/or user, how things such as the value chain and the transfer of money need to be
structured, as well as the interdependent relationships among stakeholders which will mark the “playing
field” in which the future business will be carried out.

What is an ecosystem?

The term ecosystem originally referred to a natural system formed by a community of living organisms
and the physical space where they interact and relate to each other.

Why is this concept of relevance in a business context?

What is interesting about this concept is that it places our business in relation to other businesses that
affect, or are affected by, our activities.

According to Freeman, from an academic perspective, there are two types of stakeholders: internal
(partners, employees, customers and suppliers) and external (governments, competitors, policymakers,
environmentalists, opinion groups and the media). The ecosystem shows the interdependent relationships
between the organizations within this and thus describes value chains.

The importance of this is that the particularities of these relationships usually determine degrees of
power, as well as the value, of transactions.

The relationship of value between business and customer

One of the most important elements in a business model is the value proposition. This should be at least
the first element to explore. Without a value proposition the rest no longer makes sense.

And what exactly is a value proposition? It is not a solution (in the form of a product or service). It is
what someone values in the solution: a wooden spoon is a solution to cooking in a frying pan without
damaging its non-stick surface. However, if one is not bothered about damaging that surface no value is
given to that solution.

A value proposition is therefore intrinsically linked to a public that is sensitive to that proposal and
willing to give “something” in exchange for that value. And today that “something” may be money as
well as the use of an application (e.g. freemium applications seeking a number of users, like Facebook),
or the use of a platform (e.g. a search engine like Google).
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When to analyze your ecosystem
Although you may want to do this exercise for several reasons, it is mainly worthwhile undertaking because
today’s ecosystems are changing rapidly and substantially due to technology and globalization. Forces

that have dominated business ecosystems until now have remained largely unaffected for years.

According to Verdnica Torras: “the hectic pace of change today gives room for a number of opportunities
for those that are vigilant and know their ecosystems better than the back of their hand.”

This exercise is recommended:
* For aspiring start-ups - place themselves in new positions in value chains.
* For small or medium enterprises - explore new ways of doing things.

* In the case of large companies - innovation departments should opt for discovering new business
models and keep or maintain control of these within their ecosystems.

And one more thing...

Now you have a global vision of your business and the interdependent relationships among different
stakeholders.

If your intention is to change “the rules of the game” you have only to identify what your assumptions
are and thus where to focus your energies and that of your team in order to investigate and to try to

understand the reality of their businesses.

Do not look at how to adapt your vision to their reality. Rather, listen to them because you may find “pain
points” that you did not imagine.

This first tool will help to extract hypotheses that we will validate later: what are the things that you don’t
know and will need to study further: “what do we know, what do we not know...”.

3.1. And finally, the Stakeholders map and the Interest-Power matrix
(tool)

The table below will help you to identify stakeholders.

Your boss Key partners Media
Your co-workers Investors Government
Customers Suppliers Your family

Your employees Your distributors Analysts
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And their prioritization

High To keep satisfied To manage closely
P
0
w Low To monitor (minimum effort) To keep informed
E
R
Low High
INTEREST

Explanation of the matrix

High power: High interest. These people are the ones you must keep closest and most involved and the
ones you should dedicate the greatest effort to keeping satisfied.

High power: Low interest. Do enough to keep this group satisfied but without tiring them with your
message.

Low power: High interest. Keep these people duly informed and talk to them to make sure that there are
no new problems or difficulties. They are often very helpful and may provide details and data relevant
to your project.

Low power: Low interest. Again, monitor these people, but do not bore them with too much communication.

Understanding your stakeholders

Now you know a lot about your stakeholders, you need to know how they feel about your project. You
also need to know the best way to “win their hearts” and keep them informed.

Questions to help you understand them

What emotional or financial interests do they have in relation to your final product/service? Is it positive
or negative?

What motivates them most?

What information do they want from you?

How often do they want to receive information from you? What is the best way to communicate with
them?

What do they think about your work? Are they well-informed?




| 40 | Chapter 2
PHASE 1 — BUSINESS DESIGN

* By whom do they feel influenced? Whom do they influence with their decisions?

¢ If they do not judge your work positively how can we change their opinion?

A good way of knowing what your stakeholders think is to ask them. This is the first step to having a good
relationship with them.

3.2. Market size (tool)

To understand what business opportunities we have we may use the figure below to assess market size.

TAM: Total Addressable Market
SAM: Serviceable Available Market
SOM: Serviceable Obtainable Market

You need to specify your target public and how big the total market is (TAM). These figures will depend on
the business you may have chosen. Are you selling a 10€ product to 20 million potential customers? Or is
your solution based on selling 10 million Euros to 20 customers? How many potential customers do you
need to get to meet your targets? Where are they spending their money and on what similar solutions?
How do they value the cost of their problem?

To know the market opportunity size — how big is it — we will resort to: TAM, SAM and SOM.

TAM - Total Addressable Market

TAM aims to model how large the universe we are addressing is in order to analyze the business
opportunity. To calculate this, in more or less known markets, we could use the total turnover sum of all
your competitors at global level, or we could look at existing studies indicating market volume. Where this
information is not available “bottom-up” estimates are usually used. These are estimates which transmit
an idea of the potential total business demand.

In an example from the car sales market, imagine we are going to set up an internet-based sports car
selling platform. Our TAM would be the global market of “light” vehicles, approximately 79 million units
per year.
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SAM - Serviceable Available Market

SAM offers an idea of the market size that we may serve with our current technology and business model.
It serves to value the company’s growth potential within current conditions.

In line with the previous example, the SAM for this business would be the annual number of sport car
units sold through the internet, i.e. the maximum we could achieve with our current business model.

As this figure is not easily available we would make an estimation based on the following reasoning: if
the percentage of the total market of sports cars is 5% (i.e. 3,97 million units/year) and on average 3%
of cars are sold on the Internet, our SAM would be 118.500 units per year.

SOM - Serviceable Obtainable Market

SOM is used to value the potential in the short/medium term that we can realistically obtain with the
resources we will invest to attract customers. It values the market size we can obtain with our available
resources and current recruitment strategy.

For instance, using the previous case, 118.500 units would represent the total market we can reach but,
based on our current recruitment investment (on publicity on the internet, call centres, etc.), it would be
reasonable to consider that we could sell 500 cars in the first year, 950 in the second, 1.500 in the third, etc.

To summarize, using our example our results would be:

TAM: 79 million units (cars)/year.
SAM: 118.500 (sports cars on internet) /year.

SOM: 500 units (sports cars) fyear, what we expect to obtain in the first year.

A market assessment is needed to find out how far our project might reach (turnover) and what share of
the market it will have (market share).

The market share is the portion of the total market absorbed by a specific brand. It is measured as the ratio
between the brand-product-service market and the service/total market and is expressed as a percentage.

4. |dentifying opportunities and observing the environment

Observation tools. User research as an Innovation tool

The quality of any project research will depend upon understanding and presenting a good research
design. It is therefore important to know the tools and methodologies used for this.

What are the advantages of pro user innovative models? Users should take part in the designing process
from the first to final phases. According to the latest research, when attempting to develop an incremental
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innovation, the frequency of contact with customers and their involvement and participation in the
development of the content, have a positive effect on the final outcome.

Companies are aware of the value of putting the human factor at the centre* when designing a product or
service for the customer that leads to increased customer satisfaction. User participation from the earliest
stages leads to reduction in levels of uncertainty and the degree of failure of our value proposition.

A design based on people can turn information into feasible ideas. It can also help to identify new
opportunities and to increase speed and effectiveness in creating new solutions.

5. The customer: Data and insights analysis

If an entrepreneur needs to learn about a subject quickly they should spend at least a week deep diving
to collect and analyze data and then move rapidly into the design phase.

When there is more time to deep dive it may be tempting to use most of that time to continue researching.
However, attention should be paid to the declining returns of this and the need to stop the research if
we are no longer surprised or if nothing new emerges from interviews with another potential customer.

Ethnography is the “direct study of individuals or groups during a certain period of time, using participant
observation or interviews to learn about their social behaviour” Anthony Giddens, sociologist.

The design of significant and innovative solutions that serve members of a community starts with
understanding their needs, hopes and expectations for the future.

Listen: provide the team with methodologies and advice on coming into contact with people in their usual
environment with the purpose of understanding their issues deeply.

* Who to talk to.
* How to generate empathy.

* How to collect stories.

The results of this phase are:

Listen to people’s stories.

Observe people’s reality.

Understand their needs, obstacles and limitations more deeply.

Identify business opportunities.

* HCD- Ideo.org.
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Choosing the research methods
Research is useful for design, not just to help us understand people, but also to place individual behaviours
in a context and in the community from which they come, and to detect business opportunities which is

what we are looking for. The use of a number of different research methods is therefore important.

According to Ideo consulting, the seven most interesting research methods include:

Individual interviews.

e Group interviews.

Contextual immersion.

Self-documentation.

Community-generated knowledge.

Interviews with experts.

Looking for inspiration elsewhere.

Method: Individual Interviews

Individual interviews are crucial for designing research because they provide deep and rich insights into
people’s behaviour, ways of thinking and life. Wherever possible, participants should be interviewed in
their homes or workplaces to observe them in their context. Interviewers should try and make interviewees
feel comfortable and should allow them to look at the objects, spaces and people mentioned during
interviews.

Tip 1: In order to obtain representation across the entire range, request references at the end of the
interview and ask interviewees to introduce more people to you.

Tip 2: Interviews must be carried out in private. The presence of neighbours, acquaintances and friends
may influence what the interviewee say or what they can reveal. However, it may be difficult to create a
private environment.

Tip 3: Allocate the following roles to each individual involved in the research: one person to lead the
interview, another to take notes and, if possible, a third one to take photos.

Method: Group Interviews

Group interviews help to gain a quick understanding of the community. These interviews are useful in
assisting knowledge about the life of the community and its dynamics; understanding general community
issues and offering members an opportunity to express their points of view. However, group interviews do
not enable the acquisition of deep understanding about individual income streams or what people really
think, nor are they useful for understanding how to change common beliefs or behaviours.
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Tip: Guidelines for group interviews:

Size: 7 — 10 people from diverse economic backgrounds.

Location: The meeting should be undertaken in a neutral place shared by the community with free
access (regardless of age, gender, status or race).

Gender: Groups may be mixed or divided by gender, depending on the customs of the community
(should men and women have to meet separately, facilitators may be required to conduct both meetings
simultaneously).

Age: Based on issues and local context, there could be groups where parents and teenagers/children
participate.

Method: Immersion into the context people belong to (the place where they live, work and have social
lives), highlighting new and unexpected points of view and opportunities.

Research is more effective when entrepreneurs understand the people for whom they are designing, not
only at an intellectual level but also experimentally. Try to do what members of the community do and
talk to them about their daily experiences.

It is worthwhile dedicating a moment, a few hours or a few days, to work closely with somebody from
the community. With firsthand experience of different types of work a more complete understanding of
needs, obstacles and limitations can be obtained.

Share family home-life. Ask a family to host 1-2 team members in their home for a few nights. Doing this
over a few nights will allow the family to feel comfortable and act naturally. After the second night, very
few people keep on “acting” before guests and, if the team knows how to earn it, over time understanding
and empathy will increase.

What people say (and think) about what they do and what they actually do are not usually the same thing.
Without intending to mislead, it is often the case that people are sure that they do things in their daily
lives that are very different from what they actually do. The aim here is not to correct or highlight this
mistake but to understand the difference.

When putting ourselves in the position of other people we can learn what they think and feel beyond what
they say. Keeping within context, being with people in their environment and doing what they normally
do implies the development of true empathy. Furthermore, this kind of deep immersion will allow us to
demonstrate our commitment and perseverance.

For instance, when you work with a person at their workplace for a whole day or if you live with a family
for afew days or help them to take their products to the market, you are showing real interest in them and
their everyday lives. Trust requires time as people gradually feel more comfortable sharing their plans
and expectations for the future.

Focusing on your objectives while conducting research for design is not so much about getting a valid
explanation of reality but about achieving a formula to transform that reality.

“Don’ ttellme how the dragon’ s nervous system works but where | have to tickle the dragon to make it laugh”
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6. The idea: background and rationale

In this section we ask the entrepreneur to tell us a short story about who they are and why they have
decided to do this. What was the trigger? What purpose and enthusiasm triggered subsequent events?

Who is the customer? Archetype of customers. Empathy map

Here, we identify customers and the customer/user segments faced with the problem you have ascertained
in your research. It is important to have qualitative studies indicating the number of clients or users that
are faced with the same or similar problem. You will also have to establish an x-ray of these groups of
customers so that you can determine the archetype of each group or customers segment. This means
that you have to understand their behaviour patterns, their pains and gains, as well as the level of effort
(work) they are involved in.

We suggest that entrepreneurs work on the empathy map for each group or customer/user segment
through an Empathy Map tool so that they can identify the differences in each customer segment. Through
the empathy map, each group or segment of clients or users is humanized and personalized. This tool will
provide information about the behaviour of those that are faced with the problem. From this information
we can test, via surveys or interviews, whether these customer profiles are genuinely faced with the
problem or pain, and whether an adequate number of clients or users faces the same problem. This
enables the scalability or sustainability of the business idea or project.

6.1. Empathy Map (Tool)

In this section we explain who has the problem by identifying customer archetypes, their behaviour
patterns, their pains and gains, and the work they are trying to perform.

To create a quick archetype check the link: personapp.io and Template

This is an example of how different individual archetypes may be defined. Previous research — for an
online optical project —assisted us in categorizing individuals into 4 different types: millennials or digitals,
bargain-seekers, the undecided and the suspicious.

=
{oo)

Rachel “the insecure” Rudolf “the suspicious” Michael Sonia “the digital”
Customer 1 Customer 2 “the bargain seeker” Customer 4
Customer 3
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Rachel “the insecure”
Customer 1

Behaviour

e She is a bit shy and quite impressionable.

She is very insecure and it is hard for her to take a
step forward due to self-doubt.

She always asks about the product guarantee.

Sometimes her fear is psychological. She thinks
at the moment of buying that she would like it but
knows that later on she may regret this decision.

Sometimes she is afraid that the product might not
be right for her environment and this is why tends
to buy when someone she trusts is with her.

Personal and demographic data
* Rachel is 39 years old.
¢ She adores her dog “Colita”.

* She is singles and lives with her mother.

Needs and Objectives

* She needs to know that she has acted well in her
purchases and decisions.

» She needs advising (including aesthetically). Her
favourite phrase is “that really suits you”. A great
purchase, a good decision.

* Her aim is to always look pretty and stylish.

What does she hear?

What does she think and feel?
What is really important to her

Concerns and expectations

Main worries

(0)

What does she see?

What friends say Enviroment
What the boss says Friends
What influential people say Market offers
What does she say and do?
Her attitude in public
Her appearance
Behaviour towards other people
Efforts Results
Fears Whises/ Needs
Frustrations Measure of success
Obstacles Obstacles

Source: Authors based on XPlane.
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7. "From an idea to a business model”

The definition of business model is the foundation on which the company’s key strategies will be
formulated. To respond to questions such as: What are we going to do? With whom are we going to do
it? How are we going to do it? Who will help us? How much will it cost? And what will our income be? etc.,
we will use Alex Osterwalder’s Business Model Canvas®.

7.1. Business Model Canvas. Tool

Key partners Key Activities Value Propositions Customer Customer
relationships segments
Key resources Channels
Cost Structures Revenue stream

Business models may vary over time so it is important to specify what business model you are using for
each stage of the company or organization.

Problem to be solved

When starting to design a business model, the first thing to do is to focus the business idea on the problem
to be solved and for whom it is being solved. The importance of practicing observation of the problem
must be transmitted to entrepreneurs in order to find out first: whether or not THERE IS A PROBLEM; what
it is about; how it is currently being solved (either by clients/users themselves or by competitors); the
level of effort invested in alleviating the problem by clients and users; frequency of pain, etc.

Identifying the problem is crucial for the development of the business model. If there is no problem that
clients or users are willing to solve there will be no business. This is the foundation of the business model.

? Osterwalder, Alexander y Pigneur Yves: Generacion de modelos de negocio. Deusto S.A. Ediciones (2011).
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8.

In this section we will work on the solution to the existing problem and how to mitigate the client/user
problem identified. We will start by creating a so-called value proposition; the strategic perspective of
the business idea or solution that we want to offer to customers affected by the problem.

Creating an attractive and differentiated value proposition is not easy, particularly as it needs to be both
strategically well-defined and because an entrepreneurial project should be based on a properly design
value proposition.

To create a value proposition the following aspects should be taken into consideration:

The project based on the value proposition should provide benefits for clients and/or users.
It should create net value (more than production costs).

It should be comparatively different (differentiated perceived value for clients and/or users).

The value proposition is generally preceded by identification of a business opportunity which, as
mentioned above, has been recognized through the observation of a problem, experienced by a certain
group of customers and is not satisfied by current competitors. The observation of customer behavior and
identification of the problem affecting them determines the origin of the value proposition. This means
that the client or user is at the centre of the value proposition. This is why the design or formulation of
every value proposition should start by understanding the client or user through the inthe
previous section.

shows to us how to create, formulate and design a differentiated value proposition
using the following three steps:

1. Describe the work, jobs and activities carried out by customers; problems or needs they wish to solve
or satisfy which the company’s products will address. These jobs may be functional, emotional or have
asocial component. The company’s objective will be to help customers to fulfill these jobs successfully.

2. Find out the factors affecting customer satisfaction or dissatisfaction levels when doing these jobs,
including profits or benefits to the customer through this activity, pain and discomfort, frustrations,
costs and risks experienced while doing such jobs.

3. Associate customer jobs or activities, and factors affecting their satisfaction with the product and
service features around which the value proposition is being created.

In order to develop the value proposition the tool may be used.

To summarize, it is crucial to design and clearly define the value proposition around which the entire
entrepreneurial project will be structured. This is useful not just for communicating the problem we
might be able to solve or alleviate with customers but also to set guidelines for the strategic formulation
and positioning of the potential business. According to : “Strategy is based on a


https://en.wikipedia.org/wiki/Alexander_Osterwalder
https://docs.google.com/previewtemplate?id=1U9OUU4fjWVcSAGSOKzWZjtGe6GYeyqbF3C1D17nOSJI&mode=public
https://en.wikipedia.org/wiki/Robert_S._Kaplan
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differentiated customer value proposition. Clarity of this value proposition is the single most important
dimension of strategy.”

The hardest job comes after designing and formulating the value proposition: validating the hypotheses
posited by the value proposition. As described in Lean Startup® and Customer Development methodologies,
you will now have to put your sneakers on again and go out into the street to confirm (or not) these
hypotheses. It is time to check the assumptions in the value proposition.

Talking about a value proposition is also about commitment to customers in the form of products or
services. This proposition will determine the boundaries within which we should move. If that commitment
is damaged we will lose the confidence of the client or user.

After having created the value proposition it is time for the entrepreneur to carry out the other 7 blocks of
the Business Model Canvas. As more information is gathered from interviews and surveys with potential
customersitis very likely that, over time, some of the aspects included in the business model may change
and that the business model may alter several times. While we are improving and iterating the model
with customers, the basic approach of the business model may be modified so that we are quite certain
that the right decision will be reached from the start.

Itis very important to know how income will be generated in the business model to be designed. In what
way, manner or styles will revenue streams be established?

A good business model will force the entrepreneur to answer the questions below on ways of generating
income:

In whose pocket is the money you need?

How are you going to make that money go into your pocket?

How often will they buy from you?
In consolidated companies the creation of business plans is based on a deep understanding of the
customer, as well as the market and business model. In newly-created entrepreneurial projects, however,

these variables are generally a mystery. Entrepreneurs are moving into unknown waters where they know
very little about the customer, market and business model which underpins their project.

There are three basic principles:
An entrepreneurial initiative (also known as a start-up) is a temporary organization designed to find a

scalable and repeatable business model within a highly uncertain space in which entrepreneurs base
their models on a series of assumptions and hypotheses.

Lean startup esta registrado por Eric Ries.
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* The only way to validate and test these hypotheses is to get out into the street and engage in
experimenting and prototyping with customers, channels or real key partners to obtain feedback as
soon as possible. This is carried out through personal interviews, surveys, experiments, MVPs, etc.

* The best way to deliver real value to the customer is by working in an iterative way to improve prototypes
with feedback from customers in very short periods of time, sometime weeks, days or hours.

Once a company has developed its business model (knows the market, customers, product/service,
channel, price, etc.) it is time to move from the search mode (information gathering) to the execution
mode. It is time to start to design the planning which will make it possible to carry out the project.

Alex Osterwalder’s Business Model Canvas tool, available from Google Docs, can be used for designing
the business model. Here the three most important parts of a project business model are based on 9
blocks (see above) that can be represented rapidly.

Tool taken from Alex Osterwalder’s book “Value Proposition Design™:

Problem
Ideas
o
N 4
Defining Assessing Building

Osterwalder, Alexander and Pigneur Yves. Value Proposition Design. Deusto (2015).

The questions entrepreneurs should be asking themselves include: What are you building? For whom are
you building it? Why do customers need you? How can you help them?

Allthese questions are essential. The tool we propose in this chapter will help you to obtain greater insight
into them. You will need to imagine how your product or service will solve your customers’ problems;
whether they will be willing to pay for this and the value it adds to them.

The value proposition canvas will serve as the backbone of your business. It is essential to complete it
correctly and to learn how to validate it.

We encourage you to make use of this new tool to allow you to obtain greater insight into the customer and
to test your hypotheses. You should encourage your team to go out of the “building”, talk to customers,
design experiments and practice the Lean Startup methodology.


https://docs.google.com/drawings/d/102mOZQmMxs0CslmNsPZ5KCNQwAIh9rh4baYgT0VWNAA/edit
https://issuu.com/edicionesdeusto/docs/dpv_cap01
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To summarize:

Avalue proposition offers hypotheses about what solution you will be offering (your product or service),
to whom (customer segment) and why will it be valued by them (“pains”): the problem you solve and the
“income” you create.

The three important areas which make up the value proposition are as follows:

Solution you offer To whom you are
offering it

Customer

Product S

Why it is valuable
for them

Services §
p

Steps to follow for creating a value proposition:

1. Select a customer segment. Choose a group to make a profile about.

2. ldentify customer jobs. Ask your customers what jobs they are trying to finish. Write these on self-
adhesive notes or in Google docs.

3. ldentify customer frustrations. What frustrations do they have? (What objective is your customer not
able to achieve?) Write as many of these as you can, including obstacles and risks.

4. ldentify your customer gains (successes). What results and benefits do they want to obtain? Write
down as many gains as you can think of

5. Prioritize: work, frustrations and gains (successes).
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CHALLENGE: Design a value proposition for your customer that represents added value and impact for

them.
Creators
of gains
Products 7
& Services

N
7

Relievers
of frustrations

&

Source: Strategyzer.com.

How does it fit within the Business Model?

The value proposition is the “heart” of your business model. What are you offering? What are your products
or services? Who is your customer and how are you adding value for them?

Key partners

Key Activities

Value Propositions

Key resources

Customer
relationships

Customer
segments

Channels

Cost Structures

Revenue stream
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What are the jobs that your customer needs to complete?

You must identify the jobs your customer needs to complete to achieve their objectives.

Jobs describe the activities your customers are trying to solve in their working or personal life. When doing
your research, make sure you adopt the customer’s point of view: what are their shortcomings? Don’t
forget that what you consider to be important may not be the problem or job the customer is trying to solve.

1. Functional jobs:

Those jobs that your customer is trying to perform or complete: a specific task, solving a problem. For
instance: mowing the lawn, eating healthily or writing a professional report.

2. Personal or emotional jobs:

The jobs undertaken when your customer seeks to achieve a specific emotional state such as feeling
good, finding peace of mind regarding investments, or a feeling a sense of job security in the workplace.

3. Social jobs:

Jobs where the customer wants to look good or gain power or status. These jobs describe how they want
to be perceived by others. For example, as a consumer: looking trendy or being considered competent
by fellow workers.

Example: Children of dependent parents need:

1. Jobs: to make sure their parents are well at all times.
2. Emotional needs: peace of mind as they are aware that their parents are well.

3. Social: appear before the others as being good children.

Importance of the job

In our analysis it is fundamental to reinforce the principle that all jobs are equally important to your
customer. The reality is that some jobs are more important than others since failing to undertake them
could have serious consequences. Others, however, are insignificant because the customer is more
concerned about other things. Sometimes a job may be deemed crucial because it occurs frequently or
because it will result in a desired outcome.

What pains has your customer got? What are their frustrations?

Frustrations describe what is annoying your customer before, during and after trying to complete a job, or
simply what is preventing them from its completion. They also describe the risks or potentially negative
outcomes related to not getting a job done.
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The list of trigger questions below may help you to identify some of the potential frustrations of your
customer:

How would your customers (the client) define that something is too costly?

Does it take a long time to make it; does it cost too much money or require considerable effort?

What negative social consequences do they encounter or do they fear?

Are they afraid of losing prestige, power, confidence or status?

What gains would your customer like to have?
As gains are the consequence of a success it would perhaps be better to use the term success rather
than gain. Gains describe the results and benefits your customers want. Some are necessary, expected

or desired, and others may be a surprise.

The list of trigger questions below may help you to think about some of the potential gains for your
customer:

e What do they aspire to achieve? What would be a relief to them?

* How do your customers measure success and failure?

Creating and designing the Value Map

This is simply a list of what you are offering.

Your list of products and services may also include those that help your customers perform the roles of
buyer (comparing offers, deciding and buying), co-creator (co-designing value propositions) and transferor

(disposing of a product).

Your value proposition is likely to be composed by various types of products and services:

Physical/tangible: goods, such as manufactured products.

Intangible: products such as copyrights or services such as after-sales.

Digital: products such as music downloads or services such as online recommendations.

Financial: products such as investment funds and insurance or services such as the financing of a an
essential purchase.

“ Osterwalder, Alexander and Pigneur Yves. Value Proposition Design. Deusto (2015).
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Frustration relievers
Frustration relievers describe exactly how your products and services alleviate the specific frustrations

of your customers. They explicitly outline how you intend to eliminate or reduce some of the things that
annoy them before, during or after they complete a job (or that prevent them from doing so).

Gain creators
Gain creators describe how your products and services create gains for your customer. They outline

explicitly how you intend to produce outcomes and the benefits that your customer expects, desires
or would be surprised by, including functional utility, social gains, positive emotions and cost savings®.

> Osterwalder, Alexander and Pigneur Yves. Value Proposition Design. Deusto (2015).
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1. “From action to validation”

For companies and entrepreneurs seeking to create a value proposition that adequately meets market
needs and satisfies the needs of potential customers, it is critical to apply the ideas proposed by the Lean
Startup methodology and realize the validation of the hypotheses developed in the Business Design phase
so that they correspond with the focus of the company and enable good implementation. Should these
two phases not be correctly carried out, there is a risk of launching products or services on to the market
that fail to attract the interest of users because they were developed without considering the market, and
without having adequately validated the interest of the people for whom they were aimed.

Route A

Modality A
Entrepreneur Type:
Early entrepreneur

Route B

Modality B
Entrepreneur Type:
Entrepreneur with
some experience

Route C

Modality C
Entrepreneur Type:
Advanced Entrepreneur

The Agile Methodology for project development is centered on working by routes. We recommend that
Model A and B projects fully undertake the Validation process based on the tools suggested by Lean
Startup. Model B projects will be able to do this easily because they have sufficient time and the business
idea they may want to develop is already in progress. The activities proposed for this working phase will
therefore be suitable for assisting project progress until the product or service to be commercialized is
placed on the market.

As Model A projects are based on a less well-developed proposal, efforts must be made to fully undertake
the Validation and Lean Startup phase, particularly where there is a possibility of creating a Minimum
Viable Product which will facilitate the validation of the market, customer and business model. In cases
where the project might require more time during the Business Design phase it may be that the 5 month
working period established by EOI coworking is not sufficient for fully carrying out the Validation. For these
cases it is convenient to focus efforts on the first Business Design phase and undertake initial experiments
that set the ground for working in the Validation phase later.

For Model C companies that already have a product or service on the market, the Lean Startup and
Validation methodologies may be useful for developing new products or services as they give priority to
a new way of developing businesses. Here the customer is the maximum protagonist and is drawn upon
from avery early stage in order to assess their perception of the proposal that the company wants to make
to them. This methodology may help the company to improve the products or services already on the
market and provide them with a component closer to actual customer needs. A series of very useful tools
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are available for companies to undertake a first approach to the marketing plan through Lean Marketing.
Early data on financial levels regarding costs and income may also be obtained which will later assist
realization of the company’s financial plan.

To paraphrase in his paper “ ”: For decades we
have been studying how to make and write business plans. Now we know that just a few business plans
survive after their first contact with customers. It is worth noting that we have assumed start-ups are like
a small version of big companies. We now know that this is not true.

Before the development of the Lean Startup method, conventional wisdom suggested that the first thing
the person with an idea should do was create a business plan (i.e. a static document describing the size
of the opportunity, the problem to be solved and the solution that the new venture would provide). Such
a document typically includes a five-year forecast for income, profits and cash flow. A business plan is
essentially a research exercise written in isolation at a desk before an entrepreneur has even begun to
build a product. The assumption is that it is possible to figure out most of the unknowns of a business in
advance; before you “raise” money and actually execute the idea.

Once an entrepreneur has completed a convincing business plan, money is obtained from investors and the
entrepreneur starts developing the product; in a similar manner to the way in which the plan is developed.
Developers invest hundreds of hours to get this ready for launching with little customer input. Feedback
from customers only emerges after the building and launching of the product on the market. The sales
force attempts to sell it and, all too often, after months, or even years, of development, entrepreneurs
learn the hard way that customers do not need most of the product features that have been developed.

After decades of watching thousands of start-ups, we’ve now learned at least three things:

1. Abusiness plan rarely survives after first contact with customers. As the boxer Mike Tyson said about
one of his opponents: “Everybody has a plan until they get the first punch in their mouth.”

2. No-one, besides those who develop venture capital and Soviet Union-style plans, requires a five-year
plan or a budget about a series of uncertainties. These plans are fictions and dreams, and generally
a waste of time.

3. Start-ups are not smaller versions of large companies. They do not unfold in accordance with master
plans. The ones that ultimately succeed go from failure to failure, adapting themselves over time and
iterating and improving their initial idea as they continue to learn from customers. Existing companies
execute business models, start-ups look for one. This distinction is at the heart of the Lean Startup
approach.

Our definition of a Lean Start-up is: “Atemporary organization designed to find a scalable and repeatable
business model.”


https://steveblank.com/
https://hbr.org/2013/05/why-the-lean-start-up-changes-everything
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2.

Firstly, instead of engaging in months of planning and research, entrepreneurs accept that all they have is
aseries of untested hypotheses (basically good guesses). So instead of writing an intricate business plan,
the founders organize their hypotheses contextually through a tool called the business model canvas.

Secondly, Lean Startups use the “get out of the building” concept as a customer development approach to
test their hypotheses. They go out and talk to their potential users, buyers, partners, etc. to get feedback
on all elements of their business model, including products, functionalities, pricing, distribution channels
and affordable customer acquisition strategies.

The emphasis is on nimbleness and speed; departing from a minimum product which allows them to
obtain customer feedback. Then, using customer hypotheses, revise and start the cycle over again; testing
and redesigning offerings and making small adjustments (iterations) or more substantive adjustments
(pivots) to those ideas that are not working.

Thirdly, Lean Startup practices something called agile development which originated in the software
industry. Agile development works hand-in-hand with the customer. Unlike long product development
cycles that presuppose knowledge of customer problems and product needs, agile development eliminates
wasted time and resources by developing the product iteratively and incrementally. It is the process by
which start-ups create minimum viable products so that they can begin testing.

The central focus of this document is on the search for a business model as opposed to the execution
of a plan.

When you start a business for the first time, the business model is unknown and exists as nothing more
than a series of non-tested hypotheses. One of the tasks of start-up teams is to test these hypotheses,
look for functionalities of products, channels, prices, recruitment strategies, maintenance and loyalty,
growth, etc. Once the business model is known the creation of a business plan is necessary in order to
communicate how the business will be executed and developed.

The term business model appeared for the first time in the 1950s but the concept did not establish itself
until the 1990s. A business model describes how a company creates, delivers and harvests value. It is a
discussion topic that is not immune to some confusion. In 2009, when published his
book Business Model Generation, he used a visual language that everyone could understand. This has
enabled it to become the obvious tool for organizing start-up hypotheses.

The primary objective for a start-up is to validate the hypotheses of their business models until they find

one that is repeatable and scalable (continuing via iterating and pivoting where needed). Once found
it is time to switch to “execution” mode. It is at this point that a business plan is needed: a document

Osterwalder, Alexander and Pigneur Yves. Business Model Generation. Deusto (2011).


https://en.wikipedia.org/wiki/Alexander_Osterwalder
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articulating the model, the market, competitors, the operational plan, financial requirements, forecasts
and other management tools.

The Business Model Canvas (a template incorporating nine business model blocks) is a tool for identifying
hypotheses without formally testing them. The approach of our methodology covers this process by
providing a set of tools to check these hypotheses and improve the company through experimentation
and iteration.

The process used to organize and implement the search for a business model uses Customer Development
and agile methods. Searching for a model can take place in a brand new business or in the division or
department of an existing company.

The Customer Development model breaks down all the customer-related activities of an early-stage
company into four easy-to-follow steps. From Customer Discovery, the founder’s vision is gathered into
a series of model hypotheses so that a plan is developed to test reactions to these hypotheses and turn
them into facts.

Lean Startup: Key Principles

1. Encouraging experimentation regarding the creation of a plan.
2. Customer feedback is prioritized over intuition.

3. Emphasis on iterative design over traditional cascade design of products.

Lessons learned, according to Steve Blank

The search for the business model is the main part of the Lean Startup process.

e This is true in start-ups and in large companies.

e The aim is to find a scalable and repeatable business model and then execute it.

e Customer and agile development are processes used to search and build a model.
¢ Searching for the business model comes before executing it.

* Execution requires operational plans and financial planning (next chapter).

* Product management is the process for executing the model.

e Entrepreneurial education is developing its own foundations:

- Starting with how to design and search for a business model.

- Adding all the skills a start-up requires.

- The case method is the antithesis of experimental teaching which is at the heart of the Lean Startup
method.
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3.

This methodology does not guarantee that start-ups will be more successful but that by following this
process they will fail less. Our emphasis is on the fact that the idea is just a small part of what is needed
in order to develop a successful company.

The Business Model Canvas is, after all, a tool that encourages hypotheses brainstorming without any
formal means of checking it out. The process used to organize and implement the search for a business
modelis called Customer Development. This search is always performed outside of the office or classroom.
The Customer Development model breaks down customer-related activities into four steps. The first two
steps of the process outline the search for the business model. Steps three and four refer to its execution.

Customer Discovery: collects the initial vision of the founders and turns it into a series of business
hypotheses. A plan is then developed to test customer reactions to those hypotheses and turn them
into facts.

Customer validation: we check whether the resulting business model is repeatable and scalable. If it
is not we need to return to customer discovery.

Customer creation: the start of execution. It builds upon end-user demands and drives them into sales
channels that scale-up the business.

Company-building: this is when an organization transitions from a start-up to a company and when a
validated model is executed.

In this “search” mode we aim to design a process that is dynamic so we work with a business model
that we know will change. The business model changes because start-ups use customer development to
carry out experiments that help to verify the hypotheses that will shape the model (first by verifying our
understanding of the customer problem and then verifying the solutions). In the majority of cases these
experiments fail. The idea is to assimilate this failure as part of the natural process of a start-up. Unlike
many existing companies that get rid of their executives when the putting into practice of their plans fail;
we keep the founders and change the model.

Once the company has developed its business model (understands the market, customers, product/
service, channel, pricing, etc.) the organization then switches from search to execution mode.

The process of production and engineering steers the product execution process — management of the
life cycle of existing products and the launching of new ones. This is the result of a linear process in which
operational plans are defined in detail.
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4. Early Adopters. Problem-Solution Fit

A start-up philosophy begins with the vision and strategy of its founders: a new product or service that
solves the problems or needs of a customer and addresses how they will reach many customers. Customer
Discovery reduces the possibilities of wasting financial and personal resources without getting anything
in return.

Our objective will be to turn the hypotheses or initial assumptions about our business, market and
customers into facts.

Get out of the building

We recommend going out into the street to validate our hypotheses and turn them into facts. This should
not be an occasional activity; entrepreneurs should have - and fulfill - a planned roadmap. This task is
critical and should not be delegated: it is something that founding partners must undertake.

Looking for the problem/solution fit

We must not forget that our final objective is to search for and discover the problem/solution fit. Have
we found a problem that a large number of people want us to solve? And does our solution (a product, a
website or app) solve that problem in a convincing way?

Customer discovery seeks to ascertain whether the value proposition of a start-up fits with the needs of
a customer segment, and whether our “ring” fits the customer’s finger.

The first product of a start-up — the minimum viable product — is not designed to satisfy every type
of customer. No project in its early stages is capable of creating a final product which contains the
functionalities required by all customers. Time is needed for the product to be refined. The correct
approach is to solve early puzzles by focusing our first deliverables on a small group of customers who
suffer the most “pain”.

These early adopters are “liquid gold” for start-ups and will help us to validate and refine our product
or service.

These customers are known as early evangelists since, unlike future customers, they are willing to commit
an act of faith and buy a product in its initial phase.

Early evangelists sell and provide opinions about our product, and introduce us to their friends, families

and colleagues. We should not be tempted here to validate our product with the entire public as this will
occur in subsequent phases.

* Dorf, Bob, Blank, Steve. The Startup Owner’s Manual: The Step-By-Step Guide for Building a Great Company. Steve Blank (2012).
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First evangelists are our growth engine and they are keen to see us grow. How can we detect an early
adopter?:

They have a problem or need.

They understand that they have a problem.

They are actively looking for a solution and have a time schedule within which to find it.

Their problem is so painful that they have improvised a temporary solution.

They have, or can quickly access, money to buy a solution.

Early Adopters Early Majority Late Majority Laggards

Image by Justin Wilcom focus.

The first step is to build a minimum viable product (MVP)

The concept to be assimilated by entrepreneurs is radical; rather than universal validation, just work
with a small group of early adopters. There is also no need to develop an early version of our product
that includes all its features as this would waste resources. At this stage we have to focus on what
customers actually need and understand their problems in order to verify whether our solution will

convince them.

Whatisimportant nowis to develop an MVP as soon as possible so that the discovery processis accelerated.

5. Determining the business model hypotheses

Discovering the customer, Phase 1: Identifying the business model hypotheses

Dave McClure, from 500 start-ups, accuses entrepreneurs of dedicating too much time to talking about
their solutions and not enough to other elements of the business model.

“Customers don’t care about your solution they only care about THEIR problems”

Customers identify their problems and do not initially care about your solution.
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Entrepreneurs are programmed to look for solutions, but seeking solutions for problems that nobody
cares about is wasteful.

Your job is not to create a better solution but to control the entire business model and make all its pieces
fit together.

Steps for a good start. Collecting assumptions and identifying hypotheses

¢ |dentify the assumptions you need to turn into facts to create a business and value that has impact.

¢ |dentify which of these will be most crucial for your value proposition.

* Translate assumptions into hypotheses that can be verified and measured.

You will be able to find many methodologies for this. In fact, all the authors you consult are likely to
suggest one for you. We have been inspired by Cindy Alvarez and her book “Talking to Humans:”, by

the chapter “Hypotheses” in Jesus Candon’s book “Espafia Lean Start-Up“”, and by the book “Lean UX:
Applying Lean Principles to Improve User Experience®”.

Hypotheses are assumptions: things that we believe but are not proven. The simplest way to formulate
them is as follows:

Hypotheses formulation template

1. I think my customer has a need/problem related to...

N

| think these needs or problems may be solved with...

3. I think that those who have this problem or need are/will be (I think my customer is or will be...).
4. |think the size of my market is...

5. | think my customer will use my product/service because...(main perceived value).

6. Furthermore, | think my customer will appreciate the following benefits...

7. Ithink my client will choose my product against alternative products because...

8. I think I will get the most out of my customers by...

9. Ithink my main source of income will be...

10. |think I will also obtain income through...

11. | think my main market competitor will be...

3 Constable, Giff. Talking to humans. Success starts with understanding your customers. Steve Blank (2014). Available at https://
s3.amazonaws.com/TalkingtoHumans/Talking+to+Humans.pdf

4 Lopez de Avila Mufioz, Mario and de Miguel Visa, José A. Espaiia Lean Start-up 2015. El estado del arte del emprendimiento Lean
en Espafa (2016). Disponible en https://app.box.com/s/i6sg3c1zm8avdvyhoys6naibyzlos6hxz

5 Gothelf, John. Lean UX: Applying Lean Principles to Improve User Experience. UNIR Publishing (2014).


https://s3.amazonaws.com/TalkingtoHumans/Talking+to+Humans.pdf
https://s3.amazonaws.com/TalkingtoHumans/Talking+to+Humans.pdf
https://app.box.com/s/i6s93c1zm84vdvyhoy56n4ib7l0s6hxz
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12. | think that if | fail in ...my customer will not choose me (my biggest risk in the product/service is...).
13. I think | will solve this by ...

14. The other business assumptions | don’t know are...

15. | think whoever uses my service will be... (who is our user?).

16. | think my user will use my product/service... (Lifecycle, at work/home, moment of the day/month...).
17. | think when my product/service is used it will solve...

18. | think that for my user the most relevant features of my product/service are...

19. | think that for my user to want to use my product/service it should be... (look & feel, quality,
durability...).

We believe that by doing this (creating this functionality/ creating this experience...) for (users/customers)
we will achieve (business results/ KPIs) and we will know what is true when we see... (this customer
feedback, quantitative and qualitative parameters, this insight...).

We now need to look at the level of specification that defines how we demonstrate that a hypothesis
is true or false. Usually, at the beginning of the project, we are not capable of reaching a high level of
specification. However, based on the information obtained from our first interviews, we will be able to
refine our hypotheses and conduct improved experiments.

Once our hypotheses have been written it is time to prioritize them according to their:

Criticality: the impact of the hypothesis on the business. An assumption is critical if, by failing, it could
put the business at risk.

Uncertainty: the level of unawareness about whether the hypothesis is true or false.

Creating a successful product basically consists of reducing RISKS. Customers buy your products when
they are confident about them being able to solve their problems. Trust from investors is based on your
capability to create a scalable business model.

Start-ups are a risky business and our main job as entrepreneurs is to systematically eliminate the
risks that threaten us.

The hypothesis summary provides details but should be brief, direct and sufficiently clear for all team
members to understand. No summary should be longer than two pages. Nearly every hypothesis should
end with an experiment that will be used in phases 2 and 3; the moment in which we talk to customers in
the street in order to ascertain whether they will accept or reject the hypothesis.



68
PHASE 2 — LEAN STARTUP. VALIDATION

The market hypothesis is an exception as it serves to identify the dimension of the opportunity that a
market represents for a start-up. Estimating the market size will help to determine whether its potential
benefits compensate the effort, sweat and tears invested or whether it is time for the first pivot.

This also serves to align the objectives of investors with those of the founders of the business. These two
ideas are valid, regardless of whether the channel used is physical or via web/cell phone.

Market opportunities grow thanks to three elements: a large number of potential active users or clients;
the potential growth of future users within a large and predictable market; and the likelihood of attracting
active customers or users®.

6.

One of the key issues involved in the validation of the learning process of start-ups is designing,
implementing and analyzing interviews as an indispensable Customer Discovery tool. In this section
we will plan and organize the interviews using examples. However, conducting a good interview which
allows us to validate a hypothesis is in most cases an “art”. We must not forget that the outcome of a
good interview may be a validated (or non-validated) hypothesis and that relevant information on the
value proposition will need to be provided. As in any experiment there must be a clear focus, a structure
and parameters to meet your objective. Do not be afraid of failure, practicing will allow you to learn and
improve with every interview.

You must distinguish between problem interviews and solution interviews. We should be clear about
which type we are conducting in order to learn about the problem or the solution. Never try to perform
both simultaneously as this can distort reality and mean loss of focus on your objective.

During interviews we will learn from the past or present but not about the future or about expectations.
Forinstance a question might be “have you ever had difficulty in learning languages?” followed by “would
you be willing to pay for an online teacher to help with this?” In problem interviews you must concentrate
on validating your hypotheses about customers, product and market. There is no need to sell solutions.
You should focus on discovering what problem they have and whether potential customers are concerned
about it. Read your questions several times and make sure you are not mixing problem and solution.
Remember that you are not in selling mode. It is common among entrepreneurs to sell and “throw” the
first pitch. Do not try to sell as this will distort the conversation and the interview will have been worthless.

Problem interviews will enable you to learn whether, through the majority of answers, the problem exists
but there has been no attempt to solve it, and thus that it is not that important for your interviewees and
you should pivot in the customer segment or the problem. If there are no changes, you should pivot and
start a new process.

Source: Yo Emprendo.
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Golden Rules for problem interviews:

1. We only want to know about the past and present, never about the future or expectations. Learning
not selling.

2. If the majority of answers have the problem but have not looked for a solution you must pivot.

Objective 1: How to formulate the questions?

* Always use open questions. Never use yes/no questions or questions conducted as “Don’t you think
that...?” Let the conversation flow. After greeting ask something like “talk to me about”, followed by
questions which enable you to gather as much detail as possible: “what tools do you use now to solve
the problem?” “If you are not using anything ask yourself why, don’t you care...?”

* Empathize. Encourage the interviewee to trust you and feel comfortable about answering: “could you
tell me a bit more about how you manage now?” “What specific tricks do you use to...?”

¢ Gofurther. As the interview progresses, leave a few open questions at the end that rephrase the answers
received. There is always something you may have not understood well. Ask for clarity. In her book
“Lean Customer Development” Cindy Alvarez’ says: “my advice is that you should summarize what you
have understood or reformulate the answers to verify what you have understood. Although it may seem
repetitive and uncomfortable, it prevents misunderstandings, false perceptions and avoids extracting
details not mentioned previously. You will learn to do it without it appearing unnatural”.

With these questions we should be able to:

* Make sure it does not seem too much like an interview by letting the conversation flow naturally.
* Guide the interviewees towards the issues that are important for us.

* Be capable of redirecting the conversation in case of loss of focus.

7 Alvarez, Cindy. Lean Customer development. O"Really Media (2014).


http://www.cindyalvarez.com/
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For any type of Customer Development

Talk to me about the last time that...

Could you tell me how your business/process works?
Could you describe for me what happens when you
go/ are/ enter...?

What are the 3 biggest challenges you face at work/
situation related to “x”?

What tools do you use for...?

When did you start to use it (tool), what advantages
were you expecting to achieve?

Is there anything you were expecting to achieve with
(name of the tool) that you are not able to do?

What do you like and what don’t you like about the
solution you are implementing?

What drove you to that solution?

How often do you do...? Let’s say, how many times in
the past month?

When this occurs, how much additional time or money
does it cost your company?

How have you been dealing or solving the challenge
up to now?

Who else experiences this problem?

When you do (or use)..., is there anything you do
immediately before to prepare?

Would you be willing to help us by participating in
user research or beta testing?

Allow the customer to express what they think about a
specific function. Mention an aspect and ask how they
feel about it.

This encourages contextualization and allows the
customer to express themselves easily so that you
understand their situation.

X= start-up-related problem. You could identify other
possible related hypotheses.

They will explain what tool they use or how they deal
with a problem.

Use this question if the customer thinks the problem
is solved. You can thus see what initial expectations
they had about the solution to the problem. Also, the
problem might not be entirely solved, if so you should
ask:

You will be able to appreciate their concerns if their
expectations were disappointed.

Allows the interviewee to express different problems
or virtues found in the actual solution, if any.

Offers further reasoning

Now you will be able to quantify how important the
problem is.

Should they still be unaware of the costs of the
problem to be solved or if they don’t know exactly
what the gravity of the problem is. Help them quantify
it.

If the interviewee has not tried to solve it yet, this
means it is not an urgent need and they may not be
part of our target segment. Remember, we are looking
for our early adopters.

Look for other target customer segments. Who else
should you be talking to?

What preparative phases are required? Do they work
badly or have preconditions? Use “tell me how...”

Always ask this question at the end of the interview,
even if you don’t have a product. It is useful to gather
a database. Furthermore, if you are really solving the
problem, the answer will be affirmative. If the majority
of responses are negative, you should view them as
invalidating your hypothesis.
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7. Analyzing the results of problem interviews
During the first phase of Customer Discovery the main objective of the problem interviews is to decide whether:

* The problem raised represents a real need.

e Enough people are affected by the problem.

* How they are trying to solve the problem.

If these three questions are met the hypothesis will be validated. How do we know this? At this point the

only parameter that really matters is whether the problem is a real need for the customer. To analyze the
qualitative data provided by interviews, the following patterns might help you:

Positive Negative

* They want to pay you on the go * They talk about related ideas

* They ask a lot of questions ¢ They are diverted and distracted

* They have tried to solve it in an active manner * They stoop their shoulders and sink into the chair

* They move forward enthusiastically

If the hypothesis is invalidated it is time to pivot.

Components of a validated hypothesis:

e Customer confirms there is a problem or need.

Customer thinks the problem should be solved.

Customer has invested actively (effort, time, money, learning) to solve it.

e There are no out of control circumstances that prevent solving it.

8. Solution Validation
Objective 1: Designing the prototype
When an entrepreneur starts testing your idea they are entering the experimentation process. This

will allow you to adapt and change your value propositions and pivot your business model in order to
systematically reduce risks and uncertainties.

Objective 2: Preparing to experiment

Speed and concentration is the most important thing: to be fast and focused without learning is like a
snake biting its own tail: the entrepreneur will lose energy.

Learning and concentration: learning but not moving fast enough, risk of running out of resources.
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Speed and learning: this is the objective we seek with entrepreneurs. Acquiring speed and learning while

focusing and optimizing. For instance, trying to climb when you are not yet ready.

5 Keys for Success

Formulate falsifiable hypotheses®.

Be ready to iterate quickly.

Keep costs and investments low.

Identify parameters.

* Maximize speed, learning and concentration to minimize risks.

Use the experiments to:

* Measure customer interest or relevance: show that your customers have enough interest beyond what
they say. These gestures might be of help: email registrations, letters of intent and decision-making.

* Set priorities and preferences: show which jobs, frustrations and gains are valued most by your

customers and which ones are least valued.

* Determine whether customers are willing to pay: collect data and facts showing that your customers
are convinced enough to pay for your value proposition.

Solution interviews

Questions for existing products (SOLUTION)

When you are using (our product)? What is the first
thing you do with it?

What is the most useful thing you do with our product?

Should you have (the requested function) today, how
would your life improve?

Other customers have told me they are suffering (a
problem...))

Is your problem being solved by something like (your
product)?

Describe the problem framework. Do not go into
specific details but offer the customer something
that enables them to respond to and ask them for
feedback about whether it would solve their problem.

When should you stop carrying out solution interviews?

* Once your early adopters have been identified.

Once the functions and minimum features required to solve the problem have been defined.

Once you have proposed a price structure that the customer is willing to pay.

See: Falsifiability or refutability of a statement, hypothesis, or theory is the inherent possibility that it can be proven false.
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9. Analyzing the results of the solution interviews

In this phase we verify whether customers are enthusiastic enough about the solution to the problem (the
value proposition) to buy/use the product. This phase comprises five steps:

e Upgrade the business model and update the team. It’s time to pivot or continue.

 Create a presentation about the product-solution (physical channel) or the high fidelity MVP evidence
(web/cell phone channels).

e Verify the product solution (physical channel) or start measuring customer behaviour (web/cell phone
channels).

¢ Upgrade the business model and update the team again.

¢ |dentify the first members of an advisory board.

10. Customer Validation: Market-product fit

This is the most critical and important phase for customer validation: making an honest decision about
whether there is a viable and feasible future business model. Now is the moment to analyze the results of
allthe evidence collected, everything you have learnt about the customers and the factual data obtained.

There are three steps to answering the key question about whether “to pivot or continue”:

¢ Gathering all available information.
* Revising the hypotheses about the business model and their iterations.
* Assess the parameters.

It should be noted that identifying a problem is not the same as designing the solution to solve it. However,
the most critical phase is the moment we verify whether customers are willing to pay for our product.

11. Validating the communication and sales channels.
Lean Marketing

One of the most important aspects to validate is the area related to sales and marketing. One of the
greatest difficulties for any entrepreneur is to identify and promote access to customers. We must use
the best possible approach to reach the customer and show them the value proposition of our product
or service and follow up onit.
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There are no unique and definitive solutions in marketing. Instead of elaborating a complete and detailed
marketing plan from a relatively early phase, it is necessary to develop and test different channels and
approaches in the long term.

During the validation phase Lean Marketing is very useful.
Lean Marketing is fundamentally based on:

Implementing short and fast multiple iterations that allow us to test our marketing strategies and learn
through trial and error.

Applying the “Build-Measure-Learn” cycle, or validated learning cycle, designed by Eric Ries.

The importance of analysis for decision-making. It is vital to identify adequate specific parameters to
verify effectiveness and redirect our strategy.

Low cost. Especially during the first phase when there are limitations on resources for start-ups. Here
the Lean Startup principle of invest little and learn a lot is helpful.

During the life of a start-up we can distinguish 2 phases that incorporate different types of marketing
strategies. The first one is developed before the Product/Market fit during the validation phase and the
second after ascertaining the Product/Market fit.

Product/Market fit constitutes the first relevant milestone for a start-up. It takes place once something
that people really want has been created and has achieved early interest.

The general objective of the phase prior to Product/Market fit is to learn and pivot. In the subsequent
phaseitis about growing, retaining and escalating by optimizing acquisition channels to accelerate growth

in order to be profitable during customer acquisition (LTV -+ CAC) (Customer Acquisition Cost lower than
Lifetime generated Value by each customer).

From a marketing point of view:

1. Free or low cost channels — digital to a large extent — are preferable during the first phase with an
inbound strategy (for attracting and converting a user into a lead, mainly through marketing contents,
SEO, social networks, etc.). Lean Marketing is used as a tool for validation in this phase.

2. Some of the strategies and approaches that have proved to be efficient the first phase may be used
during the second phase which is characterized by the combined and systematic use of specific
strategies, including outbound/push (unidirectional, focused on the communication of the product
or service, also using traditional strategies such as PR, direct selling, trade fairs, etc.), with more
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intensity and frequency and, generally, higher cost. In this second phase it is useful to schedule the
strategies, actions and costs in a marketing plan.

Lean Marketing in practice

In practice, Lean Marketing involves taking the right action at the right moment.

After having analyzed all the possibilities available - see the list of communication strategies in the chapter
dedicated to the Marketing Plan - it is now time to take decisions by identifying the communication
activities we will undertake over time in order to validate our hypotheses as well as the effectiveness of

the different channels used to reach the customer.

During the Lean Marketing phase it is sufficient to structure each action as outlined in the example below.

Lean Marketing. Action 1

Action Objectives Target How Cost Duration Responsible ~ Measuring
FB Ads o Attracttoweb Start-up ¢ Landing 100 € 1st/09to  Partner?2 * FB statistics
Campaign | -4s targle:-ted Page 15th/09 * Google
capturing public e Creatinga Analytics
’;hrougtt; ) free e-book « Pixelin web
dree el- 0(;) * Hiringa FB
ownloads Campaign
e Creatinga
publication
on FB Ads

To verify the effectiveness and profitability of each of our marketing campaigns, as well as different
communication and sales channels, it is necessary to measure them.

In this Lean Marketing phase it is important to start defining adequate parameters for each project.
The parameters that are most used include:

CAC: Customer Acquisition Cost. The cost involved in attracting and converting a new customer through
the campaign channels used. It is obtained by dividing total costs — of the campaign and other marketing
and sales elements related to attracting and converting new customers —by the number of new customers
acquired through that investment during a defined period of time.

LTV: Customer Lifetime Value. The estimated value of a customer is the same as the amount made from a
sale to that customer multiplied by the number of sales we expect to make in the future. The cohort study
and recurrence are based on historical data and its projection, as well as the evolution of the recurrence.

Gross Margin per Order: The difference between the average income per order (without VAT) and the direct
costs, including any costs directly linked to the sale (costs of the goods or services sold, transportation,
the logistic variable share and any other variable cost that may depend directly on the order).
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Validating the price strategy

Identifying the right price, as well as different communication channels and methods, is one of the
difficulties encountered by entrepreneurs during the initial phases. Furthermore, pricing hypotheses also
need to be validated and tested.

A profitable price acceptable to customers has to be found, bearing in mind that prices will vary over time
as a result of the feedback received, market conditions, different customer segments, etc.

To establish an initial pricing strategy it is necessary to assess and combine a series of factors including:

* Price-setting makes sense within the framework of the chosen business model. For example, if our
product is a mobile application, income could come from subscriptions, publicity, etc.

e Customer perceived value —the maximum price the customer is willing to pay. The strength of our value
proposition comes into play here.

e Customer acquisition process and cost.
¢ Relevance of company costs.

e Importance of the competence and strength of our differentiation and positioning in relation to
competitors.

* Product life cycle and customers targeted. Early adopters, for instance, generally pay higher prices
for products in the introductory phase. This price then decreases in the maturing phase as the target
audience widens.

e Company objectives. The objective of maximizing benefits will involve high prices while obtaining a
market share generally implies more reasonable prices (penetration pricing).

¢ Influence of the distribution method. The nearer we want to be to the customer the more expensive the
distribution and the more involvement and control over sales and marketing is required.

12. First figures: costs-revenues. Pre-Finances

The strength level of the structural base of any business model determines its probabilities of survival
and growth, or of its demise.

A business model with a successful value proposition but based on a weak financial structure that
generates more expenses than revenues is doomed to failure. This is why, once the communication and
sales channels have been validated, and before making the decision to pivot or continue, it is time to do
the maths and verify if they add up.

This is the moment when we calculate “how much” and determine whether the base of the business model
shows strengths or weakness from the financial point of view. To do this, as shown in the Canvas, we
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should express in figures all the elements upon which the different vertical blocks of the business model
are made and upload them into the horizontal blocks representing source of income and cost structure.

Taking the initial pricing strategy and the market share we can move on from the resources we will
invest in attracting customers to establish the revenues produced by the model. These revenues should
be contrasted with the fixed and variable costs incurred for the activities related to the elements in the
remaining blocks.

The result obtained from the difference between the figures in the two blocks will help us to validate the
pricing strategy and to respond to the questions below:

¢ |s there enough revenue to cover costs in the short term?

e Will this revenue increase substantially over time so that profitability is enhanced?

Although this result comes from a quick approximate calculation, it is useful in assisting us to decide
whether to enter the next phase with our current business model - providing we have obtained an adequate
potential benefit — or whether we should go back and explore possible changes to the model because it
is unprofitable.

In order to obtain these first figures, a simple spreadsheet divided in two columns is sufficient. One column
is for the revenues and the other for the different expenses with the result (benefit or loss) calculated as
the difference in the totals of each column.

Inthe diagrams below two business models are used to show different financial assumptions and results.

1st Model: after the first calculation the result is not profitable. In order to improve it would be convenient
to pivot.

|
|
|
I
|
|
|
I
|
|
|
I
|
|
|
I
|
|
]
+

) ) ) D Y S
Costs Invoice || Invoice | | Invoice o= G @ Revenues
L 42 3 Losses = =

11,000 , = 10,000
~ euros euros
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2nd Model: the positive result obtained after calculating the first figures endorses a decision to enter
the next phase with the business model structure that has been designed.

Individuals

< - < v
Invo Invoice | /Invoice’! ‘\
Costs Y 2 ‘ 3 < \@@ @ Revenue
L Profits = g
12,000 | 14,000 |
euros euros

13. Decision-making: To pivot or to continue

We have nearly reached the end of this phase. You have validated or invalidated many of the hypotheses
in your canvas. You think that your model is a possible winner.

Maybe you should continue to validate your value proposition further. Are you confident about the final
choice? Before taking the next step you should verify the aspects below:

e “Confirm that revenues are high and costs low”.

e “Confirm that the business model is correct”.

e “Verify the checklist in Appendix A” from the book Startup Owner’ s Manual by Bob Dorf and Steve
Blank®.

9 Dorf, Bob; Blank, Steve. The Startup Owner’s Manual: The Step-By-Step Guide for Building a Great Company. Steve Blank (2012).






W 180 1| Chapter 4
PHASE 3 — PLANNING

Executive Summary

Planning

National Sectorial Analysis
Analysis Analysis of Internal Benchmarking
of Variables of Variables Capabilities

External Internal
Analysis Analysis

Crossed Generic Corporate Competitive
SWOT Strategy Strategies Strategy

EOI’s Project Methodoloqgy



81
FOR THE CREATION OF INNOVATIVE BUSINESSES. THE EOI EXPERIENCE

After having followed the entire Agile Entrepreneurial Methodology process for the creation of companies,
it is now time to assess and check the results obtained from the previous two phases, Business Design
and Validation. This methodology relies upon the ideas proposed by the Lean Startup and the proposals
are meant to be simple and quick to undertake. This is in contrast to other models where a lot of time
is spent developing business plans that are poorly adapted to the needs of the market. In this way, the
time and effort dedicated to a theoretical business plan is now used to carry out a more practical task
that is closer to the customer who corroborates that the value proposition made by the company is the
most appropriate.

We are aware, however, that it is important to undertake tasks that are based on an informed analysis
about how the business may develop in the future. This will involve two planning functions:

It may be used internally as strategic guidance for decisions.

It serves as a communication tool.

The latteris especially important for seeking support such as external funding. In these cases, the Business
Plan will need to show that is has been designed as a true reflection of the path to follow so that the initial
proposal becomes a good business. This information will be reflected in the documentation produced, such
as the executive summary, pitch deck or a conventional business plan which we recommend simplifying
by using the contents proposed here for the planning phase.

In the Routes proposal upon which our methodology is based, we acknowledge that for many of the
entrepreneurial projects we work with, in co-working spaces or other types of entrepreneurial programs,
the scheduled duration of 5 or 6 months is not sufficient for the achievement of all the work proposed in
this third phase.

In Model A projects where the business idea is at a very early stage it will not be possible to go through
the Planning phase. We therefore consider is best to focus all efforts on the Business Design and Lean
Startup phases. In this situation, mentors will help entrepreneurs and their projects to advance until they
have reached a level that enables them to go into the market with the product or service developed, at
least as a MVP with the intention of learning from customers.

In Model B projects (the project of an entrepreneur who has been working on an idea for some time, has
begun to shape it, already has a brand to work on for the development of a minimum viable product and
a small working team) it would be good to carry out the three Phases, including the complete planning
phase, as it will help applications for public funding, seeking investments or forming part of entrepreneurial
tenders that require this type of information.

For Model C projects (projects at an advanced stage with a developed product or service and early
adopters where the entrepreneur has prior experience and is seeking help to improve), Phases 1 and
2 will be carried out to develop new products or services but most emphasis will be placed on Phase 3:
Planning. This Planning Phase will help the company to shape its business model and give the project more
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consistency. It will also serve as a communication mechanism and provide guidance for implementation
of strategic decisions. The company will be better prepared to face subsequent phases of growth. The aim
is to support the entrepreneur to make a series of decisions regarding company growth and scalability
so that they can focus their work more clearly in future.

2.

In this phase entrepreneurs should express their philosophy for developing a business and introduce
themselves to the entrepreneurial environment. They should define the mission, vision and values of their
business project. It is advisable to undergo this stage once relevant documentation is ready (business
plan, executive summary or similar) and when there is enough information (competence, differentiation,
profile, customer segments, etc.) available to address the issues below:

Company Mission: state how the organization intends to achieve and consolidate the reasons for its
presence. Indicate the priorities and the direction of the activities of the organization, identifying target
markets, customers and offered products/services. Answer the questions: what, whom, where, how,
why and, perhaps, what for.

Company Vision: a set of general ideas from the reference framework regarding what the company
wants, wishes and expects to see in the future. An idealized vision from members of the project which
is more a declaration of intent (wish) than a programmatic bet on the evolution of the business.

Principles: entrepreneurs should choose the principles that best identify what they want to transmit
through their business idea, personality and understanding. This responds to the reference framework
in which the future company will operate and be associated with. Principles should be defined during
the first stages of the creation of the business idea. Some examples include: an attitude of continuous
improvement, honesty, transparency, sustainability, being proud of and enjoying our work, make it
simple, never stop learning, doing everything with a bit of modesty, etc.

3.

Human capital represents the most important asset for any company. It is thus necessary to take care
of, and motivate, the human group that forms a company. In this section, key aspects regarding human
resources, organizational structures and planning of the new company will be addressed. We recognize
that itis not ideal to describe people as resources as the majority of business projects essentially operate
thanks to the involvement of the people that make up a company.

We will need to create a solid and committed team, competent in their roles and areas of expertise, with
experience and, above all, highly motivated. All these qualities are indispensable if the business is to be
successful (even more than the price or quality of the product itself).

We will analyze what the workforce needs, qualitatively and quantitatively, and what the new company
demands in order to start and in relation to provision for new recruits during its first years of activity.
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The most adequate organizational structure required at any given time should be designed, built and
activated. This involves defining what business roles and responsibilities will need to be developed.
These should then be grouped into working positions by establishing respective hierarchical relations
and determining what skills and capacities will be needed to cover the different positions.

Guidelines for human resource policies should also be defined, including: selection/recruitment,
remuneration, performance assessment, training and education, working rules, etc.

At this point we should be able to answer the following questions:

On what kind of organizational structure will our company be based?

What will the composition of the management team be? Have they worked together before? Do they
have previous work experience?

What is their academic, business or technical background? What will their individual roles or areas be?
Will they be involved full-time in the future project?

What human resources and profiles will be used to implement the business? What roles and
responsibilities will be assumed? What skills do they need?

Contracting procedures: What type of contracts will be required? What salaries and benefits will the
employees obtain? How will they be paid? How will their performance be assessed? How will they be
trained? Will there be a career development scheme?

What are the operational rules and policies to which employees must comply?

What workforce requirements are needed as the business starts? What will they be in the coming years?

Itisimportant to highlight that the majority of newly established companies do not have an organizational
structure in their early stages as their staff is formed by very few people. However, the key roles and
functions to be carried out by the company (manufacture, design, acquisitions, marketing and sales, etc.)
always need to be specified.

Due to market requirements companies should ideally have a flexible and adaptable structure that
allows them to operate in the most effective way possible. Today, a company’s capacity to react is crucial.

The preparation of an organizational chart will be conditioned by factors such as the sector in which the
company is competing, ownership of the company, nature of the company — provision of services, product
marketing of manufacturing - the size of the company, etc.

An organizational chart should include:

The different hierarchical levels (management, middle management, employees).

The different areas of activity (sales, production, finances).
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The location of each post.
The existing hierarchical and functional dependency relationships among different posts.
A nominal allocation for each post.
In most company structures today the decision-making process is not monopolized by a single person but

involves several people from different business units taking decisions jointly. However, not all companies
are ready to adopt this type of organizational structure.

In small companies, managerial positions are undertaken by owners, i.e. the entrepreneurs themselves.
It is also very unusual for this type of company (the majority SMEs) to have middle management posts as
it is not considered appropriate or effective for a new business to start by assigning an out of proportion
and excessively large structure while seeking economic profitability.

Adetailed description for each member of the company’s managerial team is needed. This should include
the following aspects:

Accumulated work and business experience.
Experience and skills as a manager.

Certified academic, business and technical education.
Expertise in a particular functional area or specific field.

Achievements, professional milestones and business successes obtained during their career,
management position occupied with functions and responsibilities.

In addition to the managerial positions, other required positions or professional categories should
also be specified where appropriate (mainly middle management, administrative and operational staff)
highlighting their jobs and functions (duties and rights), along with the profile, skills and professional
experience required.

The purpose of the job description is essential so that we know in detail what posts are needed to ensure
the correct functioning of the company and, based upon these, to cover them by contracting (recruitment
process) those individuals that meet the defined profiles.

The list below outlines some of the elements to take into consideration when defining a position.

Post title.
Hierarchical superior / Organizational level.

Organizational location (area / department).
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 Physical location (office / shop / factory).

* Mission and objectives of the position.

Functions and Responsibilities

Activities to be performed / Responsibilities to assume.

Complexity of problems to solve (of technical, management or operational nature).

Internal relationship channels (to whom and with what purpose).

External relationship channels (to whom and with what purpose).

People under their supervision.

¢ Materials and equipment under their supervision.

Skills and qualifications required

Qualification / Education required.

Specific training needed for the job.
* Languages needed.

* Minimum experience required for the performance of their duties.

Skills required for the job.

People Management Policy

The entrepreneur should be aware that starting a company also requires the development of a series of
human resource policies for the entire personnel cycle: recruitment and selection, training and education,
performance assessment, remuneration, etc.

Depending on the philosophy governing the new company, as well as its dimension and structure, the
policies described below may be relevant:

Recruitment and selection

Today, talent identification is one of the most important issues for businesses. This section describes
the personnel recruitment and selection methods that may be set in motion at the start of a company.
It will also specify whether the selection process should be carried out by the entrepreneurial team or
outsourced to a specialized personnel selection company such as headhunting or temping agencies, etc.
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Remuneration and incentives
Here we should define how the different professionals and employees that will make up the staff of the
future company will be remunerated. Aspects such as the job market, qualification levels and experience,

collective agreements, social costs, etc. should be taken into account.

An estimate of the annual salary increase should also be established in percentage terms as well as the
social security schemes for each professional category.

Salary structure is currently defined by different components including:

* Fixed component: base salary calculated against the employee’s professional category.
e Variable component.

¢ Variable percentage of the salary depending on the professional category, subject to compliance with
the company’s objectives at general level for posts of greater responsibility.

Other possible benefits in kind:

¢ Training grants.

Extra bonuses for overtime or being permanently on call.

* |nsurances (medical, life).

Pension fund.

Company shares.

Travel.

Another important aspect to take into account here are incentives programs for staff as they constitute
a key motivational driver for company employees (Maslow’s hierarchy of needs) as their efforts and
personal performance will be rewarded and acknowledged. In a number of situations (depending on the
competitiveness of the sector), it is therefore important to establish an objective compensation system
and incentive program that rewards / punishes individual performance.

It has been demonstrated that the majority of people today do not work only and exclusively for the
money received from salaries but that other personal and professional motivations should also be
identified and stimulated by management.

Performance Assessment

Performance assessment is a key tool for motivating employees. It consists of assessing or evaluating staff
performance in relation to defined categories and profiles. This process aims to analyze the performance
of each company employee during a certain period of time (e.g. one year) in an individual and personalized
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manner so as to be able to apply relevant promotion and remuneration/incentive policies. The aim is to
evaluate work carried out against expectations for their profile and category.

The key elements needed to implement a process of this nature are:

¢ Firstly, planning of objectives, activities and training for all the employees based on profile and category
and the expectations framework defined for each.

* Secondly, analysis and assessment by a superior or supervisor of whether objectives have been achieved
or not at the end of the period of time analyzed.

Training and Education

One of the key commitments adopted by an entrepreneur is provision of adequate employee training. A
good training and education system will generate greater motivation among employees.

Several training methods may be used (classroom, e-learning, distance learning, blended learning).
Depending on the type of company, employee profile and the objective sought by the training activity,
some will be more appropriate than others.

Professional Career

Career development is a continuous process over time which is crucial for success in companies that
require particular qualifications.

If the possibility of offering a professional career to employees (or to certain profiles such as the most
talented people in the company) is within the philosophy of the team of entrepreneurs and the aim is to
ensure loyalty and stimulate levels of commitment towards the company by encouraging professional
growth, it is useful to provide them with a reference framework that allows them to measure and assess
their progress against relevant performance standards and objectives. This can assist in establishing
adequate promotion and rotation policies.

Naturally, this policy should go hand in hand with performance processes and assessments of remuneration
and incentives.

Personnel requirements and growth prospects

The Business Plan should demonstrate that the human resources required have been quantified within
planned timeframe targets. The planning should also project any increased expectations of staff foreseen
by the entrepreneurial team for each profile during the first few years of the new company. These will
later be taken into account in the Financial Plan under the line item for the recruitment of personnel for
a three-year period.
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The Validating the Channel chapter distinguishes two maturation phases for a company — before and after
the Product/Market fit — and recommends different marketing strategies for each of them.

Once the Product/Market fit has been carried out and a first “pull” has been achieved, it is time to
accelerate growth —reaching profitability through customer acquisition — retaining and escalating. It is
convenient in this phase to plan strategies, activities and costs in a marketing plan with an annual time
horizon. This will be our operational roadmap for marketing decisions and actions.

When planning, we may structure the marketing plan in different phases:

1. Analysis and Diagnosis

2. Marketing objectives

3. Strategies

4. Action Plans

5. Measurement and control

6. Projected Sales

Where are we?

What do we want to achieve?

What will we do?

How will we do it, when and who? How much will it cost?

How will measure and analyse?

How much are we going to sell?

1. Analysis and Diagnosis

In this phase we will carry out a SWOT analysis as the starting point for our Marketing Plan:

INTERNAL

FACTORS

EXTERNAL

FACTORS

STRENGTHS
Positive aspects of internal
and current situation

WEAKNESSES
Negative aspects of internal
and current situation

OPPORTUNITIES
Positive aspects
of external environment
and its potential evolution

THREATS
Negative aspects
of external environment
and its potential evolution




agile entrepreneurship methodology 189 |
FOR THE CREATION OF INNOVATIVE BUSINESSES. THE EOI EXPERIENCE

2. Marketing Objectives
Objectives must be SMART: specific, measurable, achievable, relevant and time-related. For example,

improving company reputation is a generic goal while achieving 150 conversions or new customers in the
second quarter or achieving 50,000 Euros in sales in the first semester are SMART objectives.

3. Strategy Formulation

PRODUCT
Products and

PRICE

S Price-list
r ] Charging methods
relatlonsh{ps and terms
Brand Design Discounts
Technology Offers
Packaging Service Margins

Stakeholders

DISTRIBUTION COMMUNICATION
Channels & SALES

Transportation Digital Marketing

Storage Offline Marketing

Direct selling

The Marketing Plan in the diagram above reflects strategic decisions regarding:

* Segmentation

Identifying our target is vital for marketing and indispensable for communication. It may include our
target audience, certain market segments, influencers, media, etc.

¢ Positioning

The place our brand and product occupy in the mind of our target in terms of differential attributes
regarding other competitors within the sector.

* Products and Services

List of products and services, their features, attributes and associated service aspects.
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* Price

PRICE FIXING
CRITERIA

CHARGING
METHODS

PRICING
STRATEGY

TIME
Payment in advance
In Cash
ing Credit

D/VARIABLES

Quantity
Season Customer
Territory Typology
Discounts & Sales Customer Segments

As shown in the diagram above, apart from having a price list, it is also necessary to make decisions
about charging methods and terms, discounts policies, special rates for stakeholders, etc.

e Distribution

Includes the sales channels through which customers acquire our products and the range of tasks
needed to have them delivered — mainly logistics and transport.

* Communication and Sales

Due to their strategic importance we will discuss communication and sales strategies here in detail. Deci-
sions are focused on the channels, media and tools used to make our products and services known to our
target audience and convert them into customers. During the Lean Marketing phase we will have exper-
imented enough to be able to plan specific campaigns in channels that have proven to be more efficient.

Digital and offline marketing strategies are two sides of the same coin and it is necessary to combine both
to reach to the customer efficiently.

The main communication strategies to be used are:
Digital Marketing

Different strategies include:

Owned Media: both media and channels are owned by the brand.

Earned Media: acknowledgement achieved as a result of the work done.

Paid Media: investing in publicity through selected spaces, providers and media.

Shared Media/ Social Media: based on dissemination and sharing of contents.



agile entrepreneurship methodology
FOR THE CREATION OF INNOVATIVE BUSINESSES. THE EOI EXPERIENCE

In the diagram below the main communication and marketing online strategies are represented:

EARNED MEDIA
Public Relations
Media
Bloggers
Influencers
Mentions & reviews

OWNED MEDIA

Web PAID MEDIA
Blog Display Campaigns
Newsletter DIGITAL Google Adwords
Landing pages MARKETING Facebook Ads
Own social channels Sponsored Content

Own Apps

Real Time Bidding
SEO

SHARED MEDIA
Social Media
Word of Mouth
Virals

Offline Marketing
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In terms of offline marketing —which will obviously be reflected in digital marketing — there are a number

of options. Among the main strategies the following may be highlighted:

Public Relations.

Promotions.

Publicity.

Direct Marketing.

Direct selling.

PUBLIC
RELATIONS
Press Releases
Events
Trade Fairs
Interviews
Sponsoring Functions
& Networking

PROMOTIONS
Contests, raffles

Samples
Direct gift

PUBLICITY
Media Advertising

MARKETING
OFFLINE

DIRECT
MARKETING
Mailing
Telemarketing
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In our communication strategy it is important to take into account the different strategies we will need
to use. These depend on the customer situation in the conversion funnel (Funnel) and on the different
objectives in each phase: acquisition, activation, retention, selling and recommending.

Action Plans

In this phase we will detail the activities that correspond to the different strategies we intend to carry
out within the marketing plan time horizon — generally annually. Aspects such as specific target, cost,
people involved or responsible for theirimplementation, duration and intended measurement should be
indicated. Most of these actions will be related to communication. The table below provides an example.

Action Objective Target How Cost Duration Responsible = Measurement
Press release © Reputation. ¢ Target * Development. Free 5/03to Freelance * Google
Launching « Acquisition audience Media 20/03 journalist Analytics.
on start-up R Leads, ° Media contacts. Collaborator , g4 jq
specialized 100 Leads. Networks
Media ¢ Dissemination WOl
on Social statistics.
Networks. ° Calls
* Follow up. Messages
received.
Trade Fair xx * Reputation ¢ Target e Hiringstand 4,000 € 15/10to Partner1 ¢ Contacts
« Acquisition audience | Design 15/12 made
° 1,000 * Media * Preparing ° /(_‘3\001311?
Leads * Sectoral strategy & nalytics
Ecosystem  materials * Social
* Dissemination Net\{vo]'ks
on Social statistics
Networks * Calls
messages
received
Google e Attract to e Start-up ¢ Search by 300€ 1/11to Partner2 * Google
Adwords web target keywords 15/11 Analytics
Campaign * 10 new audience Advert design
customers « Hiring
* Acquisition

Once marketing actions have been planned, costs should be reflected in the e-Financial Plan spreadsheet
(model at: http://a.eoi.es/entrepreneurmethod).

To visualize the temporal horizon of the different actions the use of a Gantt diagram is also highly
recommended (as shown in the section dedicated to the Implementation Plan).

Establishing and using appropriate parameters for our project will allow us to measure the effectiveness
of our activities and correct them.


http://a.eoi.es/entrepreneurmethod
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Sales forecasts

An estimated sales forecast is needed to complete the Marketing Plan for the period covered. This forecast
will be included in the e-Financial Plan.

Carrying out a sales forecast is particularly difficult at the start when there is no sales history. However,
it is still convenient to realize a first sales forecast even though when this is purely indicative.

The following aspects will need to be assessed and combined:

* Expected results after applying the Marketing Plan and the work of the sales force.

¢ Validated hypotheses about the sector, market size, customers buying habits and frequency, as well
as on the relevance of the competitors.

¢ Company selling potential relative to its capability.

* Breakeven analysis (minimum sales figures needed to cover costs) related to the costs estimate and
setting minimum objectives that allow for the survival of the company. To calculate this we should
ascertain average sales price, variable average costs and fixed or structural costs.

Sales forecasts may be elaborated in the “how much are we going to sell?” spreadsheet of the e-Financial
Plan.

5. Legal and Tax Plan

In the planning phase decisions will have to be made about the legal form with identification of the
necessary procedures and planning for appropriate tax and administrative management of the company.

Legal Form

The Spanish Secretaria General de Industria y de la Pequefia y Mediana Empresa (General Secretariat for
Industry and Small and Medium Enterprise) provides a tool for choosing a legal form based on information
about the process of creation and launching, with different options for online creation.

To choose the most appropriate legal form, the entrepreneur’s analysis should mainly take into account
the following:

Number of partners.

e Turnover, expenses and benefits prospects.

Responsibility willing to assume.

Financial needs of the project.



http://www.creatuempresa.org/es-ES/PasoApaso/Paginas/FormasJuridicas.aspx
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Procedures

Important aspects such as procedures and requirements — mandatory or simply recommended — that will
be reflected in the implementation schedule need to be identified to initiate the company.

The main procedures include:

 Creation procedures (deeds and articles of association, entry in the commercial register, tax procedures,
mandatory accounting books, etc.).

o Administration procedures (requiring the intervention of the Public Administration at local, regional
and national level either to collect taxes, to apply for registration or to grant a licence.

* Work procedures (registration under the Social Security scheme for self-employed workers, registration
of the company in the Social Security system, affiliation and registration of workers, signing of
employment contracts, etc.).

» Other procedures and requirements specific to the activity sector or generic (occupational risk-
prevention, data protection act, general insurances, registration of patents and trademarks, etc.).

Fiscal, accounting and labour management

Aclassic entrepreneurial error at the beginning of a new venture is to take personal care of fiscal, accounting
and labour management. It is preferable to outsource these tasks as they represent a crucial factor for
success. An important investment in time and effort is still required to remain well-informed about tax
legislation. The choice of a good administrator is important. If this area is not well-managed it may result
in fines and penalties of different magnitudes.

Furthermore, many fiscal decisions are significant as, depending on the selected option, they may
represent fiscal savings. It is also useful to be kept informed about tax allowances or advantages on a
permanent basis.

6. Operational Plan

In his book Libro Negro del Emprendedor, 2007* (The Entrepreneur’s Black Book), Fernando Trias de Bes,
declares that the success of a business project is not based on the idea but on the shape of the idea, i.e.
how the idea is put into practice.

The content of the Operational Plan is focused on “how to do it” and “with what”. The Operational Plan
is related to the correct administration and management of the resources required to efficiently produce
the goods and services upon which the business idea or project rely.

* Trias de Bes, Fernando. Libro Negro del Emprendedor. Basabel (2007). Available at: http://es.slideshare.net/ricardosvilla/

el-libro-negro-del-emprendedor-fernando-tras-de-bes


http://es.slideshare.net/ricardo3villa/
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If the business activity is related to the development, production and commercialization of a product a
technical description of the product needs to be made that includes a definition and details of its design
and production process. If, on the other hand, our business is going to be based on providing a service,
the technical description should include the procedures, technical requirements and, where necessary,
documentation related to the provision of the service.

The objectives of the Operational Plan include:

1. Defining the most suitable product or service production procedures, as well as the logistics required
to manufacture, commercialize and provide them.

2. Defining and evaluating the material and human resources required to correctly realize the previous
procedures efficiently.

As mentioned above, if our business relates to the development of a product, it is advisable to clearly
describe the sequence of tasks that add value to the process by identifying each step, input (task entry)
and output (task exit). If the process is complex, it is useful to complement the description with a diagram
showing the sequence of tasks and process steps (flow diagram of activities).

Processes of either products or services may be subdivided into the activities or tasks required and
constitute the “how to act” of the business idea or project.

They may be outlined by designing a process map: a series of interrelated activities and tasks that
transform entry elements into exit elements that contribute added value. This value diagram is a visual
inventory of processes that may be subdivided into: strategic and key processes, and general secondary
or project management system supporting processes. They can also be outlined using infographics or
a flow diagram.

A process map provides a global perspective that locates each process in relation to the value chain.

Strategic processes define how the business functions and how to create value for the customer/user as
well as for the organization.

Supporting processes provide support for key processes. Without them key or strategic processes would
not be possible.
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Key processes are directly linked to the services they provide. They constitute the added value sequence
of the service, from understanding the needs and expectations of the customer/user to the provision of
the service.

Establishing key processes is the most delicate phase of process management. This phase determines
the key processes of the process map and involves compiling a Flow Chart to identify the sub-processes
and activities into which key process may be divided.

Activities are a set of actions that demand resources and time, and that are needed to generate a result
and meet the objectives proposed in the project. Identifying these activities is particularly important for
estimating the resources needed to achieve a result.

The information incorporated into the Business Plan will differ entirely depending on whether the business
relates to manufacturing or distributing a product or to provision of services. Ultimately, the Business
Plan should describe in detail, in clear language that simplifies technical details, how the activity will be
carried out.

The following aspects should be elaborated upon more specifically:

A description of the process: including a basic description of the process required to undertake
the activity. Written in a comprehensible way for a non-specialized reader. Should a more technical
description be required, it is advisable to include these details in an annex to the plan.

Plant and equipment: if the project or business idea revolves around a manufacturing process, this
sub-section should describe the location of the plant. It is useful to include a layout plan of the plant
as well as its facilities, machinery or equipment, and a definition of the initial purchasing policy to be
followed. Another relevant aspect would be information on whether transportation is required or not
and, if so, a description of the fleet of vehicles along with their characteristics. If an office rather than a
factory is used it would also be helpful to describe its location and equipment in this section.

Should the project or business idea be limited to the manufacture of a product, the manufacturing capacity
is a key element for identifying the potential of the business initiative to generate income. Manufacturing
capacity is defined by the maximum quantity that can be produced, or the maximum number of services
that can be provided, within a certain period of time. Manufacturing production is linked to constraints
such as the technical capacity of a plant or equipment, the number of people willing to undertake the
work, the maximum storage capacity or the experience curve.

To calculate manufacturing capacity the flow of all the production processes involved should be analyzed
in detail (this is also valid for the provision of services). To design a process map which reflects the main
and secondary activities of an idea or project process for generating value, we recommend working with
visual thinking techniques. This map includes key and supporting processes for the main and secondary
activities as well as a corresponding timeframe for each of them, the staff involved and, where necessary,
the internal documents required for each phase.
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When providing services, if there is no handling or manufacturing of goods, the task is simpler. However,
a customer demand forecast must be developed so as to avoid errors in completion dates for the
implementation of services which would seriously affect the success of the business, especially in its
early stages.

As mentioned earlier, a visual thinking tool such as a Customer Journey or customer map may be used
here. Using a flow diagram we can design a route that includes key moments and places through which
customers “travel” (through a physical channel like a grocery store or through an online channel like a
web), from the first moment they contact us until we complete the provision of the service.

For business projects orideas related to provision of a service, either physically and/or online, the customer
map has a double function: firstly, it serves to design the routes of the processes (key and supporting)
in the provision of services and determine how value is being incorporated into the said processes and,
secondly, it is useful for designing the company’s friction and attraction points for our customers and/or
users. This tool will provide information on how to improve the development of the service and incorporate
value into it.

Itis also necessary to identify the energy supply needs to ensure the production process. In fact, this should
be done along with the forecasts for raw and ancillary materials. Estimates will be different depending
upon whether the energy supply is electrical or requires fuel that needs to be stored.

While quality control iis a key aspect for any productive process, it is especially important for manufacturing
processes and service companies as there is an increasing demand from customers regarding questions
of quality which companies, regardless of their sector or activity, should not neglect.

Quality controls ensure that the delivery of products or services meets internally-set standards. There are
also international quality regulations (like 1SO standards) against which we can submit our products or
services. These standards are sometimes required by customers and are in many cases an indispensable
condition for being accepted as a supplier. For example, the Spanish department store El Corte Inglés
demands compliance with ISO quality standards by many of its suppliers when contracting products or
services.

Quality controls must be included in the entire productive process of the provision of services.

Quality controls should not be limited to specific productive process. The concept of Total Quality should
cover all the company’s processes (customer service, suppliers control, etc.), so as to impact the entire
company cycle.

Another sub-section that can be addressed in the plan is the health and safety measures adopted within
productive process. They should be integrated into the entire process of definition and development of
the productive process.

A wide body of legislation strictly regulates minimum health and safety criteria. Occupational risk
prevention should cover aspects related to the work flow and company processes, including organizational
responsibility for this function.
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Usually, safety requirements for an activity where there are no hazardous or dangerous materials or
substances in use, or that do not use dangerous devices in their processes, are easy to comply with from
a legal point of view. In other cases it is useful to take expert advice to ensure compliance with safety
regulations and requirements for the production process.

Environmental conservation is currently a key aspect to be considered in any production process. The
current sensitivity of our society about these aspects requires paying a great deal of attention to the
potential environmentalimpact of both the production process and provision of services. This is due to the
importance of caring about the environment and to the impact that any incident related to the environment
might have on the general public, and ultimately among customers, suppliers, etc.

In terms of the stock management of products needed in production process, every business should
have a basic storage capacity for the materials necessary for production or provision of services. Stock
management policies are linked to maximum storage capacities, to the costs associated with these products
and their rotation in the warehouse. As a general recommendation, only the minimum quantity of products
needed to ensure a production process without problems should be stored. Storing above that quantity
does not represent any additional benefit and has a significant impact on the income statement. In fact, in
the so-called Industry 4.0, the tendency is to liberalize stock to unimagined levels. The recommendation
is to produce only what we know can be sold and adjust production process in accordance with the selling
process of related goods or products. The Business Plan should include basic aspects of stock management
policies in terms of available and required physical space, key products to store, etc.

/.

Although it is necessary to ensure the survival and expansion of the business project, establishing a
roadmap is extremely complicated. Improvisation may cause serious problems of feasibility and entail
greater exposure to incorrect decision-making.

If, in the different activity plans for this third phase, we have reflected the activities that we intend to carry
out so that the journey we are about to start is feasible, now is the time to quantify these actions, translate
them into monetary terms and measure them. The aim is to verify whether, by assuming a reasonable
risk, the business project may follow a path of profitable, sustainable and financially sound growth.

It is time, therefore, to keep on crunching numbers and verify whether they “add up or not”. If not, we
will need to look at what aspects of the roadmap need to be reconsidered.

When we calculated our first figures we were at the phase of validating hypotheses so it was enough to
simply obtain an estimated result in order to decide whether to move forward with the proposed business
model or not.

In the current phase we have passed from validating hypotheses to validating action plans. From here
we will make the most important decision: should we start the project? Unlike the calculation of the
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results of our first figures — for which we only had to take into account two types of elements, costs and
revenues — we must now obtain further and more detailed information.

At this point, as well as financial elements such as revenues and costs, we need to complement our
information with charges and payments as well as the combination of both in investments and financing
in order to reflect the assets of the project.

These six key elements represent the figures needed for business projects and should be taken into
account in order to analyze the economic and financial feasibility of a business project.

In order to ensure that their analysis is efficient, it is helpful to group these elements by their meaning
and function using the following three documents or essential statements:

Income statement: reflects the results, losses or benefits obtained from the difference between revenues
and costs.

Cash-flow statement: reflects the transactions, charges and payments and, as a result, the available
balance.

Balance sheet: reflects the investments and their financing and thus the highest or lower guaranteed
assets offered by the project.

Understanding the meaning of these elements and the structure of these statements helps us to obtain
a series of parameters and indicators that will allow us to make strategic decisions in an agile manner,
and respond to issues that may surface when analyzing the economic/financial feasibility and scalability
of the project.

Some of the parameters and indicators that provide concrete information from an economic/financial
point of view are listed below:

The different results or margins and the scalability indicator (EBITDA).
CACand LTV.

Cash Available and Burn Rate.

Economic and financial profitability and breakeven.

Working capital.

A spreadsheet has been designed to assist in handling “project figures”. This is more comprehensive
than the one proposed for the elaboration of “first figures”. Its purpose is to develop the three essential
documents automatically by inserting the figures correctly. From these documents we will be able to work
out the necessary parameters and indicators —as mentioned above —in order to carry out the economic/
financial analysis of the projections put forward in a rapid and efficient manner. This tool is annexed
in this document and may be downloaded at: where it is entitled
“EOI’s e-Financial Plan”.


http://a.eoi.es/entrepreneurmethod
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EOI’s e-Financial Plan covers a two year period and is designed to “upload”, in the relevant cells, the
monetary valuations of all actions as reflected in other actions plans such as the marketing plan.

Using EOI’s e-Financial Plan tool we will be able to:

Ascertain project income — sales forecast
What are we going to sell? — products, services (sheet 1)
At what prices? — selling prices (sheet 1)

How much are we going to sell? — estimate the number of customers to invoice (sheet 2) (sheet 9)

Ascertain how much it costs to obtain these revenues - costs and purchasing budget
What costs are we going to incur? — costs structure:
- Direct costs — sales and related purchases (sheet 3) (sheetg)
- Marketing on and off, CAC and LTV costs (sheet 4) (sheet 9)

- Personnel costs (sheet 5) (sheet 9)

Remaining fixed or structural costs (sheet 6) (sheet 9)

- Purchase terms (sheet 3)

Determine what investments we need - investments budget
What investments do we have? Which ones need to be procured?

- How are they structured? — what % is fixed or current assets (sheet 7) (sheet 9) (sheet 10)

Determine how these investments will be financed - financing budget
How much do we need to we contribute? How much do we need to borrow?

- How are they structured? — what % is own debt or debt of others — to repay in the short and/or long
term (sheet 7) (sheet 9) (sheet 10)

Ascertain where the breakeven point is
How much do we need to sell to cover costs? (sheet 2) (sheet 10)

Is there a market for achieving this? When will it be achieved? (sheet 6)

Anticipate any possible liquidity problems and determine when cash requirements may take place
- budget plan

When will our sales be paid for? — charging terms (% in cash, % of credit days granted to customers)
(sheet 2)

How are we going to charge? — sales % as collection method in digital form (sheet 2)
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When are we going to pay for our purchases and/or direct costs? — payment terms (% in cash, % of
credit days granted by suppliers) (sheet 3)

How much money comes in from financing and when? (sheet 8)
How much money goes out to pay investments and when? (sheet 8)
What is the cash burn rate? (sheet 8)

How will treasury shortfalls be financed? — reconsidering the financing (sheet 8)

Compare Treasury vs. Outcome - Liquidity vs. Profitability — indicators
Outcome (+), treasury (+) = profitable and with liquidity. Feasible
Outcome (+), treasury (-) = profitable but will not survive as there is no liquidity. Not feasible
Outcome (), treasury (+) = not profitable but may survive as there is enough liquidity. “Feasible”
(sheet 6) (sheet 8) (sheet 9) and (sheet 10)
Analyze more economic/financial indicators
Gross margin on sales (sheet 9) (sheet 10)
EBITDA (sheet 9) (sheet 10)
Indebtedness (sheet 10)
Capacity to repay the debt (sheet 10)
Economic-financial profitability (sheet 10)

Pay-back (sheet 10)

Create several scenarios

A contingency plan should be ready (“what if...”) as the chances of meeting our expectations may
not be very high.

(The sheet numbers in brackets refer to “EOI’s e-Financial Plan” spreadsheet which is attached
in the annex as an auxiliary tool for this methodology). Available for consultation and download:

8.

In this section we will identify and detail the main activities required for undertaking and developing
the entrepreneurial project and creating the future company.

Many tools may be used to represent a project action plan. The or Bar Chart is one of the most
used tools. It is a simple graph that enables the display of task distribution over time.


http://a.eoi.es/entrepreneurmethod
https://en.wikipedia.org/wiki/Gantt_chart
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The task diagram is based on a table made up of rows and columns. Rows represent activities and tasks
while columns represent different implementation timeframes. By using this diagram the entrepreneurial
team makes a commitment to carrying out the main project activities by marking the cells that correspond
to the time in which each activity or task will be carried out (usually in months). Each row thus displays
a bar which enables us to locate the different activities or tasks over time.

Using this type of diagram we can show the time sequence to be followed for undertaking key activities
during the first months of the future company. The temporal development of dates may be divided into
months and quarters. To breakdown the main activities we can group them into areas such as: creation
of the company; marketing actions; organization and teams; decisions or operational actions. We can
also include information on who will be responsible for each activity and the budget allocated for carrying
them out.

Scheduling - Months

Actions Budget Person Responsible | 1 |2 |3 4| 5|6 7| 8|9 10 | 11 | 12
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Annex 1
THE LEAN BUSINESS MODEL EOI COWORKING PLAN

1. Introduction

1.1. Project Presentation

In order to provide an overview that gives a first impression of your project, the following aspects should
be explained:

* How did the idea emerge?
e What is the problem being addressed?

* What is the current status of project development?

1.2. Presentation of the promoter team

Describe the team undertaking the project and their most relevant personal or professional attributes
for the business:

e What are your motivations for undertaking the project?
* A brief resume of each of the promoters in the company.

* Your level of dedication to this project.

2. Designing the business model

2.1. Empathy Map

The starting point for the implementation of your project should be the client. You should therefore prepare
an empathy map of your idea or project in order to adequately identify the client for whom your project
is aimed. This will help to define the value proposition to be developed. Please answer the following key
questions related to the client for whom your project is aimed:

* What do they see? Take into account aspects such as the characteristics of their environment; their
friends and people close to them; what alternatives the market is already offering them ...

¢ What do they say and do? How do they behave in public? What do they look like? What is their approach
to offers from other companies? What contradictions do they have...?

* What do they hear? What do their friends, families, employees, employers or influential people around
them say? What information do they get and via which channels ...?

* What do they think and feel? What is really important to them? What are their main motivations,
concerns, worries, dreams and hopes?

* What are their main frustrations? What are the main obstacles to fulfillment of their wishes?
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* What benefits might they obtain? What do they really want to achieve? How do they measure success?
What strategies might they use to achieve it?

You may use the following template to create the empathy map: https://docs.google.com/drawings/
d/13rGGSx9-nkoN2x49ki6gRymoDNZd6jKopx6zzgEQ1)l/edit

2.2. Value Proposition

Explain the value proposition for your clients based on the results of your empathy map. You should
explain aspects such as the solution you are offering, to whom is it offered to and why it is of value to them.
Answer the following questions in order to understand the meaning of your company’s value proposition:

How does your company, product or service solve your client’s problem or need?

What benefits should your client expect from your service?

Why should your client choose you and not your competitors? What is your differential value?

Based on the results of the value proposition what will your product or service entail?

Youmay use the following template to create the value proposition of your project: https://drive.google.com/
previewtemplate?id=1U9OUU4fjWVcSAGSOKzWZjtGe6GYeyghF3C1D17n0S)I&mode=public&ddrp=1#

2.3. Business Model Canvas

Explain the different elements of your business model canvas: your customer segment; value proposition;
targeting and communication channels; key activities and resources; description of the cost structure
and income model.

¢ Explain the customer segment: Who are you intending to offer your business model to?

e Explain your customer relations: What kind of relationship will you maintain with your customer
segment?

¢ Explain the communication channels with your clients: How will your customer segment know about
or assess you, and how will they choose, buy and receive after-sales support?

» Describe your company’s value proposition: What will you offer your customer segment? How will you
solve their problems?

* Elaborate on the key activities of the company: What activities are crucial for your business model to
work?

* Describe what key resources will be necessary: Will you require one or more key resources for your
business model?



https://docs.google.com/drawings/d/13rGGSx9-nk0N2x49ki6gRymoDNZd6jK0px6zzgEQ1JI/edit
https://docs.google.com/drawings/d/13rGGSx9-nk0N2x49ki6gRymoDNZd6jK0px6zzgEQ1JI/edit
https://drive.google.com/previewtemplate?id=1U9OUU4fjWVcSAGSOKzWZjtGe6GYeyqbF3C1D17nOSJI&mode=public&ddrp=1
https://drive.google.com/previewtemplate?id=1U9OUU4fjWVcSAGSOKzWZjtGe6GYeyqbF3C1D17nOSJI&mode=public&ddrp=1
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 Explain who your key partners will be: Who will be the key partners for developing your business model?

» Describe the cost structure of your company: What is your cost structure? What expenses will be the
most important for your business model?

* Describe your company’s source of income: How will your model be financed and obtain revenue?

You may use the following template to create the Business Model Canvas for your company:
https://docs.google.com/drawings/d/1ZimNRIioHIFO8GUOuU9We13l0rFR1-sgm-oFt_hnb8U/edit

3. Planning

Fillin and attach the following documents using the appropriate templates.

3.1. Marketing Plan

Explain the marketing mix variables, in particular the communication and sales strategies that you will
undertake as well as your expected planning.

You may use the following template to create the Marketing Plan for your company: https://docs.google.
com/presentation/d/1ebZdspC8kr-VyWhN_IECfolhvL4FqvAS_Jdb4l3iAjo/

3.2. Financial Plan (Excel)
Include the financial plan for your business in the Excel document: investment, funding, accounts,
reimbursements, income statement, sales forecasts, cash management and key figures. To create your

financial plan you may use of the spreadsheet provided by the project mentor.

You may use the following template to create your Financial Plan: http://a.eoi.es/entrepreneurmethod

3.3. Executive Summary

Provide a brief overview of your business data and its key identifying aspects. As this is a living document
it will be developed alongside the project.

You may use the following templates to create the Executive Summary for your company:
https://docs.google.com/document/d/1mXQccL6QXNoMA19RfEQ1tnt7W_RsjlkYKh4NNnoUIN8/


https://docs.google.com/drawings/d/1ZimNRIi0HIFO8GUOuU9We13lOrFR1-s9m-0Ft_hnb8U/edit
https://docs.google.com/presentation/d/1ebZdspC8kr-VyWhN_lECfolhvL4FqvAS_Jdb4I3iAJ0/
https://docs.google.com/presentation/d/1ebZdspC8kr-VyWhN_lECfolhvL4FqvAS_Jdb4I3iAJ0/
http://a.eoi.es/metodoemprende
https://docs.google.com/document/d/1mXQccL6QXNoMA19RfEQ1tnt7W_RsjlkYKh4NNnoUIN8/
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3.4. Demo Day Presentation

(Provide a graphic representation of your project with a description of your team, the problem and solution,
the product and market, business model, marketing strategy, current and expected results, financial
projections and needs, etc. The Demo Day presentation is the result of all the work carried out during the
5-month period of participation in EOl Coworking and summarizes all aspects of the Lean Business Plan)

You may use the following templates to prepare your company’s presentation for Demo Day:
https://docs.google.com/presentation/d/1voMaEp_A7WQLic)SKD6PowEsBptTv2MQKCmShshbCGo/


https://docs.google.com/presentation/d/1voMaEp_A7WQLicJSKD6PowEsBptTv2MQKCmShshbCG0/
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Injust a few years crowdfunding has become a real alternative to the traditional financing methods such as
seed capital, venture capital, public funding and bank financing that entrepreneurs used to turn to. Today,
thanks to the power of social networks and the development of a collaborative economy, entrepreneurs
are increasingly turning to collective financing to start-up their projects. Crowdfunding is also an excellent
tool to validate a business idea and model as the people who help to finance a project also become the
first customers of the company. Crowdfunding also assists entrepreneurs to get their projects known,
especially online where a new business initiative can currently achieve greater impact.

Since crowdfunding became popular at the beginning of 2010 many entrepreneurial projects have been
launched using this new method of financing. Some of the data that supports this includes: the most
important platform worldwide is Kickstarter which, since its launch, has helped to finance over 100,000
projects with an economic contribution of more than 2 billion dollars. In Spain, the most important platform,
Verkami, has helped to finance over 4,000 projects with a contribution of more than 18 million Euros. As
well as these platforms there are many others across the world so it is easy to believe that these figures
can be doubled and that crowdfunding is having a huge impact on the financing of entrepreneurial projects.

Crowdfunding is presented as a complementary tool to the ones proposed by our Agile Entrepreneurial
Methodology. It may be used by entrepreneurs for different development phases of their projects
depending on the specific needs that may arise. In order for an entrepreneurial project to be able to use
crowdfunding it is important to considerate the following aspects:

1. We should not make crowdfunding adapt to our project but, in order to make the most of it, consider
instead how we might adapt to how crowdfunding works. This is because crowdfunding has different
working methods which are developed by its users. We should therefore not try to accommodate it
to our needs but seek to understand it well and adapt our project to its way of working so that we
obtain the maximum benefit from its use.

2. There are different crowdfunding modalities. The most important include:
Pre-sales crowdfunding.
Investment crowdfunding.

Donations crowdfunding.

Almost any project can use these crowdfunding modalities to take advantage of the benefits collective
funding may offer. In each case, depending on the situation or needs of their company, it is the entrepreneur
who will decide what type of crowdfunding to use and how to get the maximum benefit for their project.

Pre-sales crowdfunding appears to be ideal for those projects in which customers are willing to pay for
a product or service in advance, accepting that this may entail having to wait for months to receive the
product or service. This type of crowdfunding is widely-used, for example by musicians who wish to
produce a record and ask their fans to help cover recording costs. In exchange fans can access and listen
to the music when it is recorded or attend a concert or exclusive event. This type of crowdfunding is used
to finance products or services that may take some time to reach the market, and for which initial financing
is required from customers themselves. In Spain, culturally-related products such as music, films, books
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or events have made successful use of this method. At international level, pre-sale of innovative physical
products such as bicycles, electronic goods, fashion or decoration are also working very well using this
method.

When people are unwilling to pay for the type of product or service we want to finance in advance because,
forexample, it needs to be tested before buying or when the buyer is a company rather than anindividual,
pre-sales crowdfunding is not easy to use. It may therefore be better to turn to investment crowdfunding.
In this case, small investors act as intermediaries that enable the project to go forward and who receive
an equity stake in the company in exchange. The difference to forms of traditional financing is that these
small investors may also be customers. With many people contributing small quantities to the company
no one has a disproportionate percentage of shares or decision-making power within the company. The
entrepreneur can thus maintain independence and decide the business strategy.

Compared to traditional financing methods, investment crowdfunding offers an interesting range of
advantages through investors such as business angels or venture capital funds. The investment is made
online anditis the entrepreneur who sets the terms and conditions in terms of funds sought and company
value. Unlike traditional financing methods, no negotiations with investors are involved. The equitable
nature of the crowdfunding platform helps the company to articulate its relationship with the investors
and the legal issues related to the investment cycle.

The advantages that crowdfunding may offer an entrepreneur for the development of their project, include:

1. Launching a new product into the market: when an entrepreneur has an idea and is considering
whether or not to put it into practice, they need to decide upon the best moment to go out into the
market, whether the product or service developed is in the best condition to be launched, and whether
the market will be ready to adopt the company’s value proposition. If we want crowdfunding to
finance our project we will have no other option than to go out into the market quickly as, in order to
undertake a crowdfunding campaign, it is necessary to get recognition for the project through a good
crowdfunding campaign that enhances the product’s potential to be successful. For an entrepreneur,
this method of crowdfunding may be a good way to enter the market rapidly, thus avoiding excessive
delays in project implementation.

2. Toget market recognition for a new product: as mentioned above, many entrepreneurs have concerns
about the best way to get market recognition for a new product or service. In order to succeed in a
crowdfunding campaign we must develop a communication and marketing campaign via blogs, social
networks and media to help us reach those communities of users that may be interested in buying
our product. Crowdfunding includes marketing and, as both financing and marketing are conducted
at the same time; it can be more beneficial for the project due to the time saved and the synergies
implied in such an approach.

3. Tovalidate a business idea: when we launch a pre-sales crowdfunding campaign and manage to get
people to collaborate through the rewards that have been decided, people are validating our idea
by their willingness to pay for a product that does not yet exist or for which they will have to wait
several months. When a person advances their money through a crowdfunding campaign in order to
acquire a product they demonstrate a stronger commitment than they would for a product purchased
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directly in a conventional or online shop. People that participate in crowdfunding campaigns thus
have greater motivation in supporting the product they are about to buy. They may even be described
as “fans” of the product or concept because they are willing to pay in advance for something they
have not even tried.

To validate a business model: in a pre-sales crowdfunding campaign the entrepreneur must put a
price on their product. This price is defined by the different rewards proposed during the campaign.
As well as validating the idea through the crowdfunding campaign we can thus also validate the
business model as we will know whether people are really willing to pay the price that we have set
for the product. Defining the price of a product or service is complicated for many companies: using a
crowdfunding campaign we are therefore speeding up the entire process of developing our business.
If we do this via an investment crowdfunding campaign, the validation of the business model will be
endorsed by revising the business plan in line with whether or not people are willing to invest in it.
In this way we are taking advantage of the collective intelligence of people with experience in the
business field who, by investing, will be demonstrating that they trust the project and the business
model we want to develop.

To finance the placing of a new product on the market: we can obtain resources to support
the commercialization of our product or service on the market whether we carry out a pre-sales
crowdfunding campaign or an investment crowdfunding campaign. With a pre-sales campaign we
will achieve some early adopters and will be able to start manufacturing the product or providing the
service with the funds obtained. With an investment campaign, investors will contribute the necessary
resources to enable our company to enter the commercialization phase. In both cases, crowdfunding
offers interesting opportunities and an alternative to traditional forms of financing such as bank
financing, venture capitalist and public funding.

Crowdfunding is a good option for an entrepreneur to use to develop their project as it may complement
other traditional sources of financing. Different types of financing and their use during the development
of a project are outlined below:

SEED STAGE EARLY STAGE

GROWTH STAGE
Own capital Business Angels
Friends Fools and Family (FFF) Seed Capital Funds Venture Capital Funds
Bank Loans Equity Crowdfunding Public Funding:
Business Angels Public Funding: ENISA ENISA, CDTI

Crowdfunding
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Seed Stage

The initial stage in which the entrepreneur has a business idea and the development of their product or
service has begun. At this point the team is small and may be formed by the entrepreneur and another
partner working to create a minimum viable product with which the company might go out into the market.
The usual financing sources in this phase include: the entrepreneur’s own resources, loans from banks
with specific financing schemes for entrepreneurs (e.g. Banco Sabadell and Caixabank), loans from people
from the entrepreneur’s environment (FFF) and crowdfunding.

Early Stage

At this stage the company already has a product or service on the market and is starting to get a critical
mass of customers that allow it to generate business. The company is beginning to grow in an incipient
manner in terms of the working team, customer acquisition and business volume. Financing sources at
this point include business angels, small seed capital, equity crowdfunding and public funding through
entities such as ENISA (Spain’s Innovation National Enterprise limited company).

Growth Stage

This stage is when the business model has already been created and has achieved a relatively strong
position in the sector as well as some steady profits. At this point the company may need financing to
enhance their products or services and make them more competitive so that it can gain a larger market
share. The financing sources available in this case include: venture capital and public funding from ENISA
and CDTI (Spain’s Centre for the Development of Industrial Technology).
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Motivation

“This is perhaps the best time in the history of business to build a new enterprise. The confluence
of breakthrough technologies, acceptance (and even celebration) of entrepreneurship, different
crowdsourcing options, crowdfunding opportunities and legacy markets ripe for disruption— all create
a compelling (and unprecedented) scenario for new company creation. Furthermore, traditional risk areas
have been mitigated like never before”. Salim Ismail, founding Executive Director of Singularity University,
and author of Exponential Organizations.

What is a mentor?

* Asponsorwho walks the entrepreneur through different development stages until their project achieves
success.

» Acoach who supports the entrepreneur to set objectives and encourages them to put all their working
effort into attaining them.

o Afriend willing to listen, understand and comfort when difficulties arise as well as show the entrepreneur
that it is within these difficulties that great opportunities lie.

¢ An adviser working with the entrepreneur to find the best way to develop a project and turn it into a
profitable business.

¢ A connector offering their networks to the entrepreneur to make the most of the opportunities that
emerge from these connections in their business environment.

How can a mentor help an entrepreneur?

¢ Advice and counseling on different company aspects:
Resolving queries.
Helping to resolve problems faced by the company with the team, financing, product, customers...
Ensuring evolution of the company based on the application of a coworking-driven methodology.

Reviewing and advising on the preparation of documents such as the business plan and executive
summary.

Preparing a project presentation for investors, tenders or customers.

- Advising on how to seek financial support and introduce yourself to investors.

* Supporting the entrepreneur in personal aspects:

Helping the entrepreneur to find their purpose with the company and the motivations that lead them
to create a company.
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Promoting critical thinking so that they continue in a learning and improving process mode.

Discovering the most significant innovation tendencies within the company’s area of activity.

* Following up on the application of the Lean Startup Methodology:

Defining or designing a business model by following the processes for creating the Business Model
Canvas and validation.

Helping to define the start-up’s marketing and commercial strategy.

Helping to better understand the competition faced by the company and the market in which it
competes.

Helping to better understand the strengths and weaknesses of the entrepreneur, the team and the
company as a whole. SWOT analysis.

* To further understand the issues addressed during the coworking workshops organized by teachers:
Resolving queries.
Finding a better way to apply them in the company.

Following up on their implementation within the company.
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What does the mentor receives in return for their work
with the entrepreneur?

* Remuneration: allwork carried out professionally deserves an economic remuneration. This remuneration
does not just have to be financial; it can also be through different ways of participating in the company
such as at stockholder level or in the benefits the company may produce.

* Emotional: when a professional has been successful in their work they often feel a natural desire to
share their experience and give back to society a share of what they received to succeed. Many people
thus have a special motivation for helping other entrepreneurs with their projects.

* Reputation: collaborating as mentor of an entrepreneurial project transmits a good image and may be
a good way of promoting oneself and showing an interest in other professional and business areas.

* Learning: the best way to learn something is to teach it. This is why the self-taught ability of many
entrepreneurs is so important. Helping an entrepreneur to resolve the problems their company will face
also offers the mentor a fantastic learning opportunity.

* Opportunities: by being part of an entrepreneurial project the mentor is exposed to an ecosystem that
is different to the usual one and through which new business, professional or personal opportunities
may be offered.

Some ideas about mentoring with entrepreneurs

* Mentoring should be planned. In order to make the most of the working time that the entrepreneur
and the mentor spend together there should be a schedule. Work should be carried out on a series of
established themes with no room for improvisation.

* The mentor should set objectives for the entrepreneur to work on during the mentoring sessions in
order to make the most of their availability during the mentoring sessions.

¢ Should the mentoring be carried out within the framework of a speeding up or training process, the
mentoring schedule and objectives should be agreed with the people responsible for the speeding up
or training program. (In the case of EOI’'s coworkings with the in-house mentor).

* Mentoring should be followed up by email, telephone or videoconference and not be limited to face-
to-face meetings. This will enable continuous follow up of project evolution and show the entrepreneur
that they can turn to the mentor whenever they need to.



agile entrepreneurship methodology 1125 |
FOR THE CREATION OF INNOVATIVE BUSINESSES. THE EOI EXPERIENCE

References

e Carlos Blanco is a successful entrepreneur and investor. In his blog he showcases how important
mentoring is for start-ups: “When | was designing the functions of an accelerator | wondered what
the startup accelerators already working in Spain lacked. | only had to look at what was happening
in the U.S. to realize: here we lacked real mentoring. Years later, studies have demonstrated that a
good mentor provides start-ups with a powerful boost. Endeavor Insight carried out a research among
thousands of companies in New York’ s technology sector in order to draw clear conclusions about
why some were successful and some were not. And the figures speak for themselves: 33% of start-ups
mentored by successful entrepreneurs were successful against 10% of start-ups that had not gone
through accelerators or did not have mentors”.

Percentage of companies that are Top-Performers. Analysis of New York City Tech Firms Founded
From 2003-2013
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Source: Endeavor Insight analysis.

 Inaki Arrola is currently one of the most significant investors in Spain’s start-ups scenario. In his blog
he shares his personal opinion about the pros and cons of turning to mentors for an entrepreneur: “a
mentor should be a person that gets involved in your project, who can be held to account and whose
participation you value. You have to be very DEMANDING; either you have the best mentors or none at
all because giving shares away to someone mediocre is very dangerous”.

* Rodolfo Carpintier, DaD President, is a recognized investor who shares his opinion in Expansion (a
Spanish economic and business newspaper) about the issue of mentoring entrepreneurs. “Generally,
we find mentors that have been successful with their own companies in the market that now offer their
experience to others and professionals who support new ideas from business schools. The first ones
offer a more practical vision while the others are more technical. The ideal would be a combination of
both, which is a profile that may be found in business accelerators and incubators”.

e Techcrunchis one of the most significant information media outlets on issues related to entrepreneurship
and start-ups at global level. “Entrepreneurs dedicate hundreds of hours to fundraising from venture
capital business angels and investors. These activities are clearly important, however, recent data
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analysis on start-ups suggest that founders should also dedicate significant time to something
overlooked by many people: the recruitment of great masters. This simple strategy may increase the
success possibilities of a company more than anything else”.

e Blogthinkbig shares a series of experiences from entrepreneurs working with entrepreneurs on a
voluntary basis: “They do not seek fame or money. Nor do they expect acknowledgment. They were
entrepreneurs who now altruistically contribute their knowledge to guide an entrepreneurial project
to success. That is the mentor’ s objective and their reward”.

Conclusion

“The world’ s biggest problems are the world’ s biggest business opportunities” Peter
Diamandis

A mentor is a professional that helps the entrepreneur to look at problems as opportunities and to realize
that every time a problem is resolved they are a step closer to success.
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