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Presentation Notes
The Lean Startup provides a scientific approach to creating and managing startups to get a desired product to customer’s hands faster. Evan Hu overviews the Lean Startup, covering its principles, approach and application in start-up and established institutions while weaving in insights into developing entrepreneurial mindset. 
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Dysfunctional Belief: Your degree 
determines your career. 
 
Reframe: Three-quarters of all college 
grads don’t end up working in a 
career related to their majors. 

Presenter
Presentation Notes
Burnett, Bill; Evans, Dave. Designing Your Life: How to Build a Well-Lived, Joyful Life . Knopf Doubleday Publishing Group. Kindle Edition. 
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Dysfunctional Belief: If you are 
successful, you will be happy.  
 
Reframe: True happiness comes from 
designing a life that works for you. 
 

Presenter
Presentation Notes
Burnett, Bill; Evans, Dave. Designing Your Life: How to Build a Well-Lived, Joyful Life . Knopf Doubleday Publishing Group. Kindle Edition. 
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Dysfunctional Belief: It’s too late. 
 
Reframe: It’s never too late to design a 
life you love. 
 

Designing Your Life: How to Build a Well-Lived, 
Joyful Life. Bill Burnett, Dave Evans 





Marshmallow 
Tower 
Challenge  
 
 



18 Minutes… In 



teams must  
build the  
Tallest 
freestanding  
structure. 



Out of 
 
 
 
 

20 sticks of spaghetti 
1 yard of tape 
1 yard of string 
And 1 marshmallow 



The marshmallow needs to be on top! 

If you have done/seen this before…leave your table and form the “special” team! 



Tom Wujec has run this same 
marshmallow experiment 
hundreds of times and found 
some interesting patterns.  
 



Business students 
and lawyers 
built about half the 
average height 
of 20 inches. 



Engineers and 
Architects did the 
best (and so they 
should)! 

Presenter
Presentation Notes
The average height for most teams is just over 20 inches.+    Business students average about half.+    Lawyers do a bit better. But not much better. Like business students, they spend too much time seeking power and making plans.+    Kindergartners, as we've seen, do better than most adults.+    And who does the very best?+    Thankfully - Engineers and Architects - create the tallest stable structures. So far, the largest I've seen is 39 inches. Architects and Engineers have specialized skills and experiences. They know that triangles and self-reinforcing geometrical patterns produce the most stable spaghetti towers. +     CEOs are bit better than average.+    But here's where it gets interesting. If an executive administrator works with the CEO team, that team almost always wins. It seems that the admin's skills of facilitation makes a big difference. Any team member who pays close attention the process of work - encouraging timing, improving communication, cross pollinating ideas - increases the teams performance significantly.Winning teams are specialists. But the next best are those with facilitation skills.



BUT here is the really interesting thing... 



Kindergarten KIDS usually do as well 
as architects and engineers! 
 
 



HUH? 
 



 
MBAs and lawyers want to 

 
 
 

their way to an optimal 
outcome and then execute on 

the plan.  
 
 

PLAN 

Presenter
Presentation Notes
Adding incentives, like prizes or cash only makes the problem worse—planning goes up and average tower height goes down. 



Instead of wasting time trying to 
make a plan or establish who is in 
charge, kindergarten kids simply 

 
 
 
 

over and over until they find a model 
that works. 

EXPERIMENT 



On virtually 
every measure 
of innovation 
they create 

taller and more 
interesting 
structures. 

 

Presenter
Presentation Notes
The lesson in the marshmallow challenge is that we need to identify the assumptions in our project - the real customer needs, the cost of the product, the duration of the service - and test them early and often. That’s the mechanism that leads to effective innovation.MBAs actually perform the worst on average in building marshmallow towers. Engineers perform moderately well (thank goodness), but which group performs the best? Kindergartners! But why? The reason is quite simple: MBAs want to plan their way to an optimal outcome and then execute on the plan. Furthermore, adding incentives, like prizes or cash only makes the problem worse—planning goes up and average tower height goes down. In contrast, kindergartners do something much different. Instead of wasting time trying to establish who is in charge or make a plan, they simply experiment over and over until they find a model that works.✦Prototyping Matters: The reason kids do better than business school students is kids spend more time playing and prototyping. They naturally start with the marshmallow and stick in the sticks. The Business School students spend a vast amount of time planning, then executing on the plan, with almost no time to fix the design once they put the marshmallow on top.�✦The Marshmallow is a Metaphor for the Hidden Assumptions of a Project: The assumption in the Marshmallow Challenge is that marshmallows are light and fluffy and easily supported by the spaghetti sticks. When you actually try to build the structure, the marshmallows don’t seem so light. The lesson in the marshmallow challenge is that we need to identify the assumptions in our project - the real customer needs, the cost of the product, the duration of the service - and test them early and often. That’s the mechanism that leads to effective innovation.



Under conditions of 
ambiguity, where outcomes 
are unknown, most people fall 
back on a planning mindset. 

Presenter
Presentation Notes
pretty simple distinction between known and unknown problems. Although the distinction may be simple, a remarkable number of entrepreneurs make the mistake of acting like they are executing on a known problem and so go out of business. Instead these entrepreneurs need to recognize they are tackling an unknown problem and need to apply the right tactics to quickly validate their assumption. So if the contrast between known and unknown problems is so simple, why do entrepreneurs and managers make this common mistake?So why do so many smart entrepreneurs fall back into the planning mindset? Quite simply because entrepreneurial problems are ambiguous and uncertain. In deep ambiguity, planning feels like progress. Indeed, making a plan and hitting milestones feels like you are moving forward but can lead you straight into failure. Eric Ries, my coauthor and advocate of the Lean Startup, described it best when he talked about “achieving grandiose failure” in one of his early startups. But there is another reason so many entrepreneurs fall back into the planning mindset. Quite simply, they didn’t know they had an alternative. They thought they were supposed to write a business plan and start building their product. They didn’t know about the tools of the experimentation mindset.The Science of EntrepreneurshipThe experimentation mindset applied to unknown problems lies at the core of the new entrepreneur and the shifting entrepreneurial paradigm. Underneath ideas like Customer Development, Lean Startup, and Nail It then Scale It is a bigger problem: the science of tackling entrepreneurial problems. It may sound absurd that we haven’t figured this out yet, but I will explain why in the future posts. And for those of you chomping at the bit to find out what to do or to see these ideas in action, thank you for being patient. I’m trying to motivate why these things matter, why we have made so many mistakes in practicing entrepreneurship, and how, if we take the time to understand where we have been in the past, we can get it right in the future. By looking in the mirror first, we can see what we did wrong and then transform everything we know about what it means to be an entrepreneur. Keep reading and stay with me.



A planning mindset increases 
your chances of failure 
because you waste time 
devising strategies  
instead of trying out ideas. 
 



And incentives 
increase the 
chances of 
failure! 
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Presentation Notes
pretty simple distinction between known and unknown problems. Although the distinction may be simple, a remarkable number of entrepreneurs make the mistake of acting like they are executing on a known problem and so go out of business. Instead these entrepreneurs need to recognize they are tackling an unknown problem and need to apply the right tactics to quickly validate their assumption. So if the contrast between known and unknown problems is so simple, why do entrepreneurs and managers make this common mistake?So why do so many smart entrepreneurs fall back into the planning mindset? Quite simply because entrepreneurial problems are ambiguous and uncertain. In deep ambiguity, planning feels like progress. Indeed, making a plan and hitting milestones feels like you are moving forward but can lead you straight into failure. Eric Ries, my coauthor and advocate of the Lean Startup, described it best when he talked about “achieving grandiose failure” in one of his early startups. But there is another reason so many entrepreneurs fall back into the planning mindset. Quite simply, they didn’t know they had an alternative. They thought they were supposed to write a business plan and start building their product. They didn’t know about the tools of the experimentation mindset.The Science of EntrepreneurshipThe experimentation mindset applied to unknown problems lies at the core of the new entrepreneur and the shifting entrepreneurial paradigm. Underneath ideas like Customer Development, Lean Startup, and Nail It then Scale It is a bigger problem: the science of tackling entrepreneurial problems. It may sound absurd that we haven’t figured this out yet, but I will explain why in the future posts. And for those of you chomping at the bit to find out what to do or to see these ideas in action, thank you for being patient. I’m trying to motivate why these things matter, why we have made so many mistakes in practicing entrepreneurship, and how, if we take the time to understand where we have been in the past, we can get it right in the future. By looking in the mirror first, we can see what we did wrong and then transform everything we know about what it means to be an entrepreneur. Keep reading and stay with me.



 
 
 

What if you 
engaged in an 
experimentation 
mindset? 

Presenter
Presentation Notes
The lesson in the marshmallow challenge is that we need to identify the assumptions in our project - the real customer needs, the cost of the product, the duration of the service - and test them early and often. That’s the mechanism that leads to effective innovation.The benefits of mistakesBy John C MaxwellOne group graded solely on the quantity of work The other group solely on the quality of workweigh the work of the “quantity” group: fifty pounds of pots rated an “A,” forty pounds a “B,” and so on.Those being graded on “quality,” however, needed to produce only one pot – albeit a perfect one – to get an “A.” the works of the highest quality were all produced by the group being graded for quantity. the “quantity” group was busily churning out piles of work – and learning from their mistakes the “quality” group had sat theorizing about perfection, and in the end had little more to show for their efforts than grandiose theories and a pile of dead clay.The only way you can get ahead is to fail early, fail often, and fail forward.I recently shared a few quotes on mistakes here. And based on the comments, they seemed to strike a chord for many of you. I believe you can’t have too much instruction on the value of mistakes. So I thought I’d share one of my favorite illustrations on the subject. This is quoted in my book, Failing Forward.Working artists David Bayles and Ted Orland, in their book, Art & Fear: Observations On the Perils (and Rewards) of Artmaking, tell a story about an art teacher who did an experiment with his grading system for two groups of students. It is a parable on the benefits of failure. Here is what happened:The ceramics teacher announced on opening day that he was dividing the class into two groups. All those on the left side of the studio, he said, would be graded solely on the quantity of work they produced, all those on the right solely on its quality. His procedure was simple: on the final day of class he would bring in his bathroom scales and weigh the work of the “quantity” group: fifty pounds of pots rated an “A,” forty pounds a “B,” and so on. Those being graded on “quality,” however, needed to produce only one pot – albeit a perfect one – to get an “A.” Well, came grading time and a curious fact emerged: the works of the highest quality were all produced by the group being graded for quantity. It seems that while the “quantity” group was busily churning out piles of work – and learning from their mistakes – the “quality” group had sat theorizing about perfection, and in the end had little more to show for their efforts than grandiose theories and a pile of dead clay.It doesn’t matter whether your objectives are in the area of art, business, ministry, sports, or relationships. The only way you can get ahead is to fail early, fail often, and fail forward.





discovery skills  
distinguish the most innovative 

entrepreneurs from other executives 
(Dyer, Gregersen and Christensen) 

Research shows that  

Presenter
Presentation Notes
The Innovator’s DNA�by Jeffrey H. Dyer, Hal B. Gregersen, and�Clayton M. Christensen�Harvard business review • December 2009Hal Gregersen at INSEAD, Jeffrey Dyer at BYU, and Clayton Christensen at HarvardThe Idea in BriefCOPYRIGHT © 2009 HARVARD BUSINESS SCHOOL PUBLISHING CORPORATION. ALL RIGHTS RESERVED.The habits of Steve Jobs, Jeff Bezos, andother innovative CEOs reveal much aboutthe underpinnings of their creative thinking.Research shows that five discoveryskills distinguish the most innovativeentrepreneurs from other executives.DOING•Questioningallows innovators to breakout of the status quo and consider newpossibilities.•Throughobserving, innovators detectsmall behavioral details—in theactivities of customers, suppliers, andother companies—that suggest newways of doing things.•Inexperimenting, they relentlessly try onnew experiences and explore the world.•And throughnetworkingwith individualsfrom diverse backgrounds, they gain radicallydifferent perspectives.THINKING•The four patterns of action together helpinnovatorsassociateto cultivate newinsights.



 
 
 

Questioning 
allows innovators to break 
out of the status quo and 

consider new possibilities. 
 
 

 
 
 

Presenter
Presentation Notes
Questioning. Innovators are consummate questioners who show a passion for inquiry. Their queries frequently challenge the status quo, just as [Apple Inc. co-founder Steve] Jobs did when he asked, "Why does a computer need a fan?" They love to ask, "If we tried this, what would happen?" Innovators, like Jobs, ask questions to understand how things really are today, why they are that way, and how they might be changed or disrupted. Collectively, their questions provoke new insights, connections, possibilities, and directions. We found that innovators consistently demonstrate a high Q/A ratio, where questions (Q) not only outnumber answers (A) in a typical conversation, but are valued at least as highly as good answers.Observing. Innovators are also intense observers. They carefully watch the world around them—including customers, products, services, technologies, and companies—and the observations help them gain insights into and ideas for new ways of doing things. Jobs's observation trip to Xerox PARC provided the germ of insight that was the catalyst for both the Macintosh's innovative operating system and mouse, and Apple's current OSX operating system.Networking. Innovators spend a lot of time and energy finding and testing ideas through a diverse network of individuals who vary wildly in their backgrounds and perspectives. Rather than simply doing social networking or networking for resources, they actively search for new ideas by talking to people who may offer a radically different view of things. For example, Jobs talked with an Apple Fellow named Alan Kay, who told him to "go visit these crazy guys up in San Rafael, California." The crazy guys were Ed Catmull and Alvy Ray, who headed up a small computer graphics operation called Industrial Light & Magic (the group created special effects for George Lucas's movies). Fascinated by their operation, Jobs bought Industrial Light & Magic for $10 million, renamed it Pixar, and eventually took it public for $1 billion. Had he never chatted with Kay, he would never have wound up purchasing Pixar, and the world might never have thrilled to wonderful animated films like Toy Story,WALL-E, and Up.Experimenting. Finally, innovators are constantly trying out new experiences and piloting new ideas. Experimenters unceasingly explore the world intellectually and experientially, holding convictions at bay and testing hypotheses along the way. They visit new places, try new things, seek new information, and experiment to learn new things. Jobs, for example, has tried new experiences all his life—from meditation and living in an ashram in India to dropping in on a calligraphy class at Reed College. All these varied experiences would later trigger ideas for innovations at Apple Computer. Collectively, these discovery skills—the cognitive skill of associating and the behavioral skills of questioning, observing, networking, and experimenting—constitute what we call the innovator's DNA, or the code for generating innovative business ideas.



Through observing 
innovators detect small behavioral 

details—in the activities of customers, 
suppliers, and other companies—that 

suggest new ways of doing things. 
 

Presenter
Presentation Notes
Questioning. Innovators are consummate questioners who show a passion for inquiry. Their queries frequently challenge the status quo, just as [Apple Inc. co-founder Steve] Jobs did when he asked, "Why does a computer need a fan?" They love to ask, "If we tried this, what would happen?" Innovators, like Jobs, ask questions to understand how things really are today, why they are that way, and how they might be changed or disrupted. Collectively, their questions provoke new insights, connections, possibilities, and directions. We found that innovators consistently demonstrate a high Q/A ratio, where questions (Q) not only outnumber answers (A) in a typical conversation, but are valued at least as highly as good answers.Observing. Innovators are also intense observers. They carefully watch the world around them—including customers, products, services, technologies, and companies—and the observations help them gain insights into and ideas for new ways of doing things. Jobs's observation trip to Xerox PARC provided the germ of insight that was the catalyst for both the Macintosh's innovative operating system and mouse, and Apple's current OSX operating system.Networking. Innovators spend a lot of time and energy finding and testing ideas through a diverse network of individuals who vary wildly in their backgrounds and perspectives. Rather than simply doing social networking or networking for resources, they actively search for new ideas by talking to people who may offer a radically different view of things. For example, Jobs talked with an Apple Fellow named Alan Kay, who told him to "go visit these crazy guys up in San Rafael, California." The crazy guys were Ed Catmull and Alvy Ray, who headed up a small computer graphics operation called Industrial Light & Magic (the group created special effects for George Lucas's movies). Fascinated by their operation, Jobs bought Industrial Light & Magic for $10 million, renamed it Pixar, and eventually took it public for $1 billion. Had he never chatted with Kay, he would never have wound up purchasing Pixar, and the world might never have thrilled to wonderful animated films like Toy Story,WALL-E, and Up.Experimenting. Finally, innovators are constantly trying out new experiences and piloting new ideas. Experimenters unceasingly explore the world intellectually and experientially, holding convictions at bay and testing hypotheses along the way. They visit new places, try new things, seek new information, and experiment to learn new things. Jobs, for example, has tried new experiences all his life—from meditation and living in an ashram in India to dropping in on a calligraphy class at Reed College. All these varied experiences would later trigger ideas for innovations at Apple Computer. Collectively, these discovery skills—the cognitive skill of associating and the behavioral skills of questioning, observing, networking, and experimenting—constitute what we call the innovator's DNA, or the code for generating innovative business ideas.



In 

experimenting 
they relentlessly try on new 

experiences and explore the world. 
 

Presenter
Presentation Notes
Questioning. Innovators are consummate questioners who show a passion for inquiry. Their queries frequently challenge the status quo, just as [Apple Inc. co-founder Steve] Jobs did when he asked, "Why does a computer need a fan?" They love to ask, "If we tried this, what would happen?" Innovators, like Jobs, ask questions to understand how things really are today, why they are that way, and how they might be changed or disrupted. Collectively, their questions provoke new insights, connections, possibilities, and directions. We found that innovators consistently demonstrate a high Q/A ratio, where questions (Q) not only outnumber answers (A) in a typical conversation, but are valued at least as highly as good answers.Observing. Innovators are also intense observers. They carefully watch the world around them—including customers, products, services, technologies, and companies—and the observations help them gain insights into and ideas for new ways of doing things. Jobs's observation trip to Xerox PARC provided the germ of insight that was the catalyst for both the Macintosh's innovative operating system and mouse, and Apple's current OSX operating system.Networking. Innovators spend a lot of time and energy finding and testing ideas through a diverse network of individuals who vary wildly in their backgrounds and perspectives. Rather than simply doing social networking or networking for resources, they actively search for new ideas by talking to people who may offer a radically different view of things. For example, Jobs talked with an Apple Fellow named Alan Kay, who told him to "go visit these crazy guys up in San Rafael, California." The crazy guys were Ed Catmull and Alvy Ray, who headed up a small computer graphics operation called Industrial Light & Magic (the group created special effects for George Lucas's movies). Fascinated by their operation, Jobs bought Industrial Light & Magic for $10 million, renamed it Pixar, and eventually took it public for $1 billion. Had he never chatted with Kay, he would never have wound up purchasing Pixar, and the world might never have thrilled to wonderful animated films like Toy Story,WALL-E, and Up.Experimenting. Finally, innovators are constantly trying out new experiences and piloting new ideas. Experimenters unceasingly explore the world intellectually and experientially, holding convictions at bay and testing hypotheses along the way. They visit new places, try new things, seek new information, and experiment to learn new things. Jobs, for example, has tried new experiences all his life—from meditation and living in an ashram in India to dropping in on a calligraphy class at Reed College. All these varied experiences would later trigger ideas for innovations at Apple Computer. Collectively, these discovery skills—the cognitive skill of associating and the behavioral skills of questioning, observing, networking, and experimenting—constitute what we call the innovator's DNA, or the code for generating innovative business ideas.



 
 
 
 

Through 

networking 
with individuals and ideas from diverse 

backgrounds they gain radically  
different perspectives. 
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Questioning. Innovators are consummate questioners who show a passion for inquiry. Their queries frequently challenge the status quo, just as [Apple Inc. co-founder Steve] Jobs did when he asked, "Why does a computer need a fan?" They love to ask, "If we tried this, what would happen?" Innovators, like Jobs, ask questions to understand how things really are today, why they are that way, and how they might be changed or disrupted. Collectively, their questions provoke new insights, connections, possibilities, and directions. We found that innovators consistently demonstrate a high Q/A ratio, where questions (Q) not only outnumber answers (A) in a typical conversation, but are valued at least as highly as good answers.Observing. Innovators are also intense observers. They carefully watch the world around them—including customers, products, services, technologies, and companies—and the observations help them gain insights into and ideas for new ways of doing things. Jobs's observation trip to Xerox PARC provided the germ of insight that was the catalyst for both the Macintosh's innovative operating system and mouse, and Apple's current OSX operating system.Networking. Innovators spend a lot of time and energy finding and testing ideas through a diverse network of individuals who vary wildly in their backgrounds and perspectives. Rather than simply doing social networking or networking for resources, they actively search for new ideas by talking to people who may offer a radically different view of things. For example, Jobs talked with an Apple Fellow named Alan Kay, who told him to "go visit these crazy guys up in San Rafael, California." The crazy guys were Ed Catmull and Alvy Ray, who headed up a small computer graphics operation called Industrial Light & Magic (the group created special effects for George Lucas's movies). Fascinated by their operation, Jobs bought Industrial Light & Magic for $10 million, renamed it Pixar, and eventually took it public for $1 billion. Had he never chatted with Kay, he would never have wound up purchasing Pixar, and the world might never have thrilled to wonderful animated films like Toy Story,WALL-E, and Up.Experimenting. Finally, innovators are constantly trying out new experiences and piloting new ideas. Experimenters unceasingly explore the world intellectually and experientially, holding convictions at bay and testing hypotheses along the way. They visit new places, try new things, seek new information, and experiment to learn new things. Jobs, for example, has tried new experiences all his life—from meditation and living in an ashram in India to dropping in on a calligraphy class at Reed College. All these varied experiences would later trigger ideas for innovations at Apple Computer. Collectively, these discovery skills—the cognitive skill of associating and the behavioral skills of questioning, observing, networking, and experimenting—constitute what we call the innovator's DNA, or the code for generating innovative business ideas.



 
 
 
 
 
 
 

the four patterns of action together  
help innovators associate to  

cultivate new insights. 
 

Associational Thinking 

Presenter
Presentation Notes
First and foremost, innovators count on a cognitive skill that we call "associational thinking" or simply "associating." Associating happens as the brain tries to synthesize and make sense of novel inputs. It helps innovators discover new directions by making connections across seemingly unrelated questions, problems, or ideas. Innovative breakthroughs often happen at the intersection of diverse disciplines and fields. Author Frans Johanssen described this phenomenon as "the Medici effect," referring to the creative explosion in Florence when the Medici family brought together creators from a wide range of disciplines—sculptors, scientist, poets, philosophers, painters, and architects. As these individuals connected, they created new ideas at the intersection of their respective fields, thereby spawning the Renaissance, one of the most innovative eras in history. Put simply, innovative thinkers connect fields, problems, or ideas that others find unrelated.Questioning. Innovators are consummate questioners who show a passion for inquiry. Their queries frequently challenge the status quo, just as [Apple Inc. co-founder Steve] Jobs did when he asked, "Why does a computer need a fan?" They love to ask, "If we tried this, what would happen?" Innovators, like Jobs, ask questions to understand how things really are today, why they are that way, and how they might be changed or disrupted. Collectively, their questions provoke new insights, connections, possibilities, and directions. We found that innovators consistently demonstrate a high Q/A ratio, where questions (Q) not only outnumber answers (A) in a typical conversation, but are valued at least as highly as good answers.Observing. Innovators are also intense observers. They carefully watch the world around them—including customers, products, services, technologies, and companies—and the observations help them gain insights into and ideas for new ways of doing things. Jobs's observation trip to Xerox PARC provided the germ of insight that was the catalyst for both the Macintosh's innovative operating system and mouse, and Apple's current OSX operating system.Networking. Innovators spend a lot of time and energy finding and testing ideas through a diverse network of individuals who vary wildly in their backgrounds and perspectives. Rather than simply doing social networking or networking for resources, they actively search for new ideas by talking to people who may offer a radically different view of things. For example, Jobs talked with an Apple Fellow named Alan Kay, who told him to "go visit these crazy guys up in San Rafael, California." The crazy guys were Ed Catmull and Alvy Ray, who headed up a small computer graphics operation called Industrial Light & Magic (the group created special effects for George Lucas's movies). Fascinated by their operation, Jobs bought Industrial Light & Magic for $10 million, renamed it Pixar, and eventually took it public for $1 billion. Had he never chatted with Kay, he would never have wound up purchasing Pixar, and the world might never have thrilled to wonderful animated films like Toy Story,WALL-E, and Up.Experimenting. Finally, innovators are constantly trying out new experiences and piloting new ideas. Experimenters unceasingly explore the world intellectually and experientially, holding convictions at bay and testing hypotheses along the way. They visit new places, try new things, seek new information, and experiment to learn new things. Jobs, for example, has tried new experiences all his life—from meditation and living in an ashram in India to dropping in on a calligraphy class at Reed College. All these varied experiences would later trigger ideas for innovations at Apple Computer. Collectively, these discovery skills—the cognitive skill of associating and the behavioral skills of questioning, observing, networking, and experimenting—constitute what we call the innovator's DNA, or the code for generating innovative business ideas.



Associational Thinking: 
 the ability to make connections between 

seemingly unconnected things. 



A calligraphy 
class inspired 

Steve Jobs' 
emphasis on 

typography on 
the revolutionary 

Macintosh. 

Presenter
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 "If I had never dropped in on that single calligraphy course in college, the Mac would have never had multiple typefaces or proportionally spaced fonts."Jobs: 'Find What You Love'https://www.washingtonpost.com/news/arts-and-entertainment/wp/2016/03/08/the-trappist-monk-whose-calligraphy-inspired-steve-jobs-and-influenced-apples-designs/Robert Palladino’s name appears nowhere in Steve Jobs’s lengthy authorized biography, but he had an enduring influence on Jobs and the business empire he erected.Jobs audited Palladino’s calligraphy class at Portland’s Reed College in 1973 after dropping out after the 1972 fall semester  , which eventually inspired the elegance for which Apple computers are renowned, the tech icon recalled in his famous 2005 commencement address at Stanford University.Steve Jobs, who died Wednesday, reflected on his life, career and mortality in a well-known commencement address at Stanford University in 2005.Here, read the text of that address:I am honored to be with you today at your commencement from one of the finest universities in the world. I never graduated from college. Truth be told, this is the closest I've ever gotten to a college graduation. Today I want to tell you three stories from my life. That's it. No big deal. Just three stories.Associated PressSteve Jobs speaks at graduation ceremonies at Stanford University, in Palo Alto, Calif., on June 12, 2005.The first story is about connecting the dots.I dropped out of Reed College after the first 6 months, but then stayed around as a drop-in for another 18 months or so before I really quit. So why did I drop out?It started before I was born. My biological mother was a young, unwed college graduate student, and she decided to put me up for adoption. She felt very strongly that I should be adopted by college graduates, so everything was all set for me to be adopted at birth by a lawyer and his wife. Except that when I popped out they decided at the last minute that they really wanted a girl. So my parents, who were on a waiting list, got a call in the middle of the night asking: "We have an unexpected baby boy; do you want him?" They said: "Of course." My biological mother later found out that my mother had never graduated from college and that my father had never graduated from high school. She refused to sign the final adoption papers. She only relented a few months later when my parents promised that I would someday go to college.And 17 years later I did go to college. But I naively chose a college that was almost as expensive as Stanford, and all of my working-class parents' savings were being spent on my college tuition. After six months, I couldn't see the value in it. I had no idea what I wanted to do with my life and no idea how college was going to help me figure it out. And here I was spending all of the money my parents had saved their entire life. So I decided to drop out and trust that it would all work out OK. It was pretty scary at the time, but looking back it was one of the best decisions I ever made. The minute I dropped out I could stop taking the required classes that didn't interest me, and begin dropping in on the ones that looked interesting.It wasn't all romantic. I didn't have a dorm room, so I slept on the floor in friends' rooms, I returned coke bottles for the 5¢ deposits to buy food with, and I would walk the 7 miles across town every Sunday night to get one good meal a week at the Hare Krishna temple. I loved it. And much of what I stumbled into by following my curiosity and intuition turned out to be priceless later on. Let me give you one example:Reed College at that time offered perhaps the best calligraphy instruction in the country. Throughout the campus every poster, every label on every drawer, was beautifully hand calligraphed. Because I had dropped out and didn't have to take the normal classes, I decided to take a calligraphy class to learn how to do this. I learned about serif and san serif typefaces, about varying the amount of space between different letter combinations, about what makes great typography great. It was beautiful, historical, artistically subtle in a way that science can't capture, and I found it fascinating.None of this had even a hope of any practical application in my life. But ten years later, when we were designing the first Macintosh computer, it all came back to me. And we designed it all into the Mac. It was the first computer with beautiful typography. If I had never dropped in on that single course in college, the Mac would have never had multiple typefaces or proportionally spaced fonts. And since Windows just copied the Mac, it's likely that no personal computer would have them. If I had never dropped out, I would have never dropped in on this calligraphy class, and personal computers might not have the wonderful typography that they do. Of course it was impossible to connect the dots looking forward when I was in college. But it was very, very clear looking backwards ten years later.Again, you can't connect the dots looking forward; you can only connect them looking backwards. So you have to trust that the dots will somehow connect in your future. You have to trust in something — your gut, destiny, life, karma, whatever. This approach has never let me down, and it has made all the difference in my life.My second story is about love and loss.I was lucky — I found what I loved to do early in life. Woz and I started Apple in my parents garage when I was 20. We worked hard, and in 10 years Apple had grown from just the two of us in a garage into a $2 billion company with over 4000 employees. We had just released our finest creation — the Macintosh — a year earlier, and I had just turned 30. And then I got fired. How can you get fired from a company you started? Well, as Apple grew we hired someone who I thought was very talented to run the company with me, and for the first year or so things went well. But then our visions of the future began to diverge and eventually we had a falling out. When we did, our Board of Directors sided with him. So at 30 I was out. And very publicly out. What had been the focus of my entire adult life was gone, and it was devastating.I really didn't know what to do for a few months. I felt that I had let the previous generation of entrepreneurs down - that I had dropped the baton as it was being passed to me. I met with David Packard and Bob Noyce and tried to apologize for screwing up so badly. I was a very public failure, and I even thought about running away from the valley. But something slowly began to dawn on me — I still loved what I did. The turn of events at Apple had not changed that one bit. I had been rejected, but I was still in love. And so I decided to start over.I didn't see it then, but it turned out that getting fired from Apple was the best thing that could have ever happened to me. The heaviness of being successful was replaced by the lightness of being a beginner again, less sure about everything. It freed me to enter one of the most creative periods of my life.During the next five years, I started a company named NeXT, another company named Pixar, and fell in love with an amazing woman who would become my wife. Pixar went on to create the worlds first computer animated feature film, Toy Story, and is now the most successful animation studio in the world. In a remarkable turn of events, Apple bought NeXT, I returned to Apple, and the technology we developed at NeXT is at the heart of Apple's current renaissance. And Laurene and I have a wonderful family together.I'm pretty sure none of this would have happened if I hadn't been fired from Apple. It was awful tasting medicine, but I guess the patient needed it. Sometimes life hits you in the head with a brick. Don't lose faith. I'm convinced that the only thing that kept me going was that I loved what I did. You've got to find what you love. And that is as true for your work as it is for your lovers. Your work is going to fill a large part of your life, and the only way to be truly satisfied is to do what you believe is great work. And the only way to do great work is to love what you do. If you haven't found it yet, keep looking. Don't settle. As with all matters of the heart, you'll know when you find it. And, like any great relationship, it just gets better and better as the years roll on. So keep looking until you find it. Don't settle.My third story is about death.When I was 17, I read a quote that went something like: "If you live each day as if it was your last, someday you'll most certainly be right." It made an impression on me, and since then, for the past 33 years, I have looked in the mirror every morning and asked myself: "If today were the last day of my life, would I want to do what I am about to do today?" And whenever the answer has been "No" for too many days in a row, I know I need to change something.Remembering that I'll be dead soon is the most important tool I've ever encountered to help me make the big choices in life. Because almost everything — all external expectations, all pride, all fear of embarrassment or failure - these things just fall away in the face of death, leaving only what is truly important. Remembering that you are going to die is the best way I know to avoid the trap of thinking you have something to lose. You are already naked. There is no reason not to follow your heart.About a year ago I was diagnosed with cancer. I had a scan at 7:30 in the morning, and it clearly showed a tumor on my pancreas. I didn't even know what a pancreas was. The doctors told me this was almost certainly a type of cancer that is incurable, and that I should expect to live no longer than three to six months. My doctor advised me to go home and get my affairs in order, which is doctor's code for prepare to die. It means to try to tell your kids everything you thought you'd have the next 10 years to tell them in just a few months. It means to make sure everything is buttoned up so that it will be as easy as possible for your family. It means to say your goodbyes.I lived with that diagnosis all day. Later that evening I had a biopsy, where they stuck an endoscope down my throat, through my stomach and into my intestines, put a needle into my pancreas and got a few cells from the tumor. I was sedated, but my wife, who was there, told me that when they viewed the cells under a microscope the doctors started crying because it turned out to be a very rare form of pancreatic cancer that is curable with surgery. I had the surgery and I'm fine now.This was the closest I've been to facing death, and I hope it's the closest I get for a few more decades. Having lived through it, I can now say this to you with a bit more certainty than when death was a useful but purely intellectual concept:No one wants to die. Even people who want to go to heaven don't want to die to get there. And yet death is the destination we all share. No one has ever escaped it. And that is as it should be, because Death is very likely the single best invention of Life. It is Life's change agent. It clears out the old to make way for the new. Right now the new is you, but someday not too long from now, you will gradually become the old and be cleared away. Sorry to be so dramatic, but it is quite true.Your time is limited, so don't waste it living someone else's life. Don't be trapped by dogma — which is living with the results of other people's thinking. Don't let the noise of others' opinions drown out your own inner voice. And most important, have the courage to follow your heart and intuition. They somehow already know what you truly want to become. Everything else is secondary.When I was young, there was an amazing publication called The Whole Earth Catalog, which was one of the bibles of my generation. It was created by a fellow named Stewart Brand not far from here in Menlo Park, and he brought it to life with his poetic touch. This was in the late 1960's, before personal computers and desktop publishing, so it was all made with typewriters, scissors, and polaroid cameras. It was sort of like Google GOOG +2.63% in paperback form, 35 years before Google came along: it was idealistic, and overflowing with neat tools and great notions.Stewart and his team put out several issues of The Whole Earth Catalog, and then when it had run its course, they put out a final issue. It was the mid-1970s, and I was your age. On the back cover of their final issue was a photograph of an early morning country road, the kind you might find yourself hitchhiking on if you were so adventurous. Beneath it were the words: "Stay Hungry. Stay Foolish." It was their farewell message as they signed off. Stay Hungry. Stay Foolish. And I have always wished that for myself. And now, as you graduate to begin anew, I wish that for you.Stay Hungry. Stay Foolish.Thank you all very much.



  

DOING 
 

questioning  
observing 
experimenting 
networking 



  

ASSOCIATIONAL 
THINKING  

 
 
 

associate to cultivate new insights 



Hmm … it 
seems to be 
about  

MINDSET 
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“The brain can change itself. It is a 
plastic, living organ that can actually 

change its own structure and function, 
even into old age.” 

 
“It can be stimulated by conscious 

habits of thought and action, by 
teaching the brain to “rewire itself.” 

 
“Mental activity is not only the product 

of the brain but the shaper of it.” 
 
 

Neuroplasticity 



A mindset is a set of assumptions, methods 
and ideas held by an individual or exercised 

by a group. 
 

A growth mindset is the understanding that 
we can develop our abilities and intelligence. 

Growth Mindset 



With a fixed mindset, an individual or 
group believes something is fixed and 

has defined limitations. 
 

A fixed mindset describes you as either 
smart or not, you are talented or you are 

not. 
To require effort to improve is proof of 

lack of intelligence or talent. 
 

Failure is shameful  

FIXED MINDSET 



With a growth mindset, an 
individual or group believes that 
something is variable and fluid 

without limitations.  
 

A growth mindset describes 
intelligence and talent as always 
changing; both grow over time 

due to learned behaviors, 
practiced improvement and 

actual experience. 
 

Failure is gift 
 

GROWTH MINDSET 



FIXED GROWTH 

Motivation Appear smart Desire to learn 
Challenges Avoid Seek 
Obstacles Give up Persist 
Effort A fruitless waste The path to mastery 
Criticism Ignore and fear Learning 

opportunity 

You can DEVELOP 

You are not 

STATIC 
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The 

entrepreneurial 
mindset 

is a 

growth mindset 
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through continuous product and 
process improvement and the 
elimination of non-value added 
activities.  

Lean 
preserving value with less work 
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Waste is any human activity which absorbs resources but creates no value. 

Eliminating waste 
is the fundamental principle of lean thinking. 

 
 

 
 

 
 

Presenter
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• Principles of the Lean Startup 

The 

Steve Blank, Eric Ries, Alexander Osterwalder 



You don’t have to have quit you’re day job 
and work in a startup … 

Entrepreneurs Are  

Everywhere 



Entrepreneurship Is  

Management 
A startup is an institution, not just a product. 
 
It requires management… 
 
a new kind of management specifically geared to 
its context. 
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Validated 
Learning 

Startups exist not to make stuff, make money, or 
serve customers. 
 
They exist to learn how to build a sustainable 
business. 
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Innovation 
Accounting 

To improve entrepreneurial outcomes, and to hold 
entrepreneurs accountable, we need to focus on boring 
stuff such as: 
 
how to measure progress, 
how to setup milestones, 
how to prioritize work. 
 
This requires a new kind of accounting, specific to 
startups. 
 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

The fundamental activity of a startup is to 
turn ideas into products, 
measure how customers respond 
and then learn whether to pivot or persevere. 

Build 
Measure 
Learn 



Build – Measure - Learn with a 

MINIMUM VIABLE PRODUCT 
 
An MVP  a version of a new product or service which 
allows your team to collect the maximum amount of 
validated learning about your hypothesis with the 
least effort. 
 
It puts your hypotheses to the test. 

MVP 



Hypothesis 
(Leap of Faith Assumptions) 

“Genchi Gembustsu” 
(go see for yourself)  

“Get Out of the Building” 

Learning Milestones 
Minimize 

TOTAL time  
of the MVP 

 through loop  

Pivot  (or Persevere) 

Innovation Accounting 
(evaluate progress) 

Build. Measure. Learn. 

Most learning for 
the least effort 

“No Business plan 
survives first contact 
with the customer”” 
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what 
hypotheses 
will you be  

testing ? 
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Whether a product or 

services really delivers 

value to customers once 

they are using it. 

What job is it getting done 

for who? 

Value 
Hypothesis 

Presenter
Presentation Notes
Clayton Christensen: I realized that historically, innovation seemed to have been unpredictable, almost like a role of the dice. It didn’t seem right that innovation should be a crapshoot. Then I realized that what causes innovation to appear unpredictable is that at business schools, we have taught people that understanding the consumer is the right unit of analysis.  What you need to understand is rather that every day things happen to us. Jobs arise that have to be done. Understanding the job is the right unit of analysis.



58 

Growth 
Hypothesis 

How a customer will 

discover a product or 

service.  
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More Hypotheses 
 

Customer (Arch-type) 

Technical Feasibility 

Production 

Development 

Scalability  
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The minimum viable product 
MVP is that version of a new 
product which allows a team to 
collect the maximum amount of 
validated learning about your 
hypotheses with the least 
effort. 
 
It puts your hypotheses to the 
test. 



MVP 
Approaches 
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Smoke test 

Mock-up demo 

Wizard of Oz prototype ( fake-it No. 1) 

Concierge prototype (fake-it No. 2) 

“Crude and Rude” Mash-up  

Minimally functioning working prototype 
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Hypothesis 
(Leap of Faith Assumptions) 

“Genchi Gembustsu” 
(go see for yourself)  

“Get Out of the Building” 

Learning Milestones 

Minimize 
TOTAL time  
of the MVP 

 through loop  

Pivot  (or Persevere) 

Innovation Accounting 
(evaluate progress) 

Build. Measure. Learn. 

Most learning for 
the least effort 



Your resources are precious.  
 
 

Energy 
Time 
Money 

 



time 
 is more valuable than  

money 
While money can fluctuate up or down time only 

moves in one direction. 



Personal  
Energy  

You only have a finite reservoir that you 
can draw from and must share with family 

and friends. 
 
 
 

is the most precious of all. 



Risk 
decreases as your 
hypothesis are validated 
 
personal energy, time, 
money. 



Iterate 
until you find a 
sustainable and scalable 
business model before 
you run out of resources: 
personal energy, time, 
money. 
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Failure 



I have not failed, 
I've just found 
10,000 ways 

that won't work. 

- Thomas A. Edison 



David Kelley, Ideo 1997 

Fail faster to succeed sooner. 

Eric Raymond, Art of Unix Programming 1999 

Fail early, fail noisily. 

John Maxwell, Falling Forward 2007 

Fail early, fail often, fail forward. 



about failing 
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It’s not 

learning 
It’s about 



Learn Early  
Learn Often 
Learn Cheap 
 
Validate (or invalidate) 
your assumptions. 
 



Learn Early  
Learn Often 
Learn Cheap 
 
Get out of the office. 
 



Learn Early  
Learn Often 
Learn Cheap 
 
Pivot or Persist. 
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OF ITERATIONS 

BEATS 
SPEED 

QUALITY 
OF ITERATIONS 

Presenter
Presentation Notes
Colonel John Boyd, a military strategist and Air Force fighter, found this by studying an anomaly in dogfights where an inferior aircraft (F-86) consistently beat a superior aircraft (MiG-15) because it was able to iterate faster thanks to a hydraulic versus manual flight stick.Eric Ries applies Boyd’s Law to lean startups by highlighting the importance of maximizing cycle time through the build/measure/learn loopFind a business model that works before running out of resources.
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Build it  
and they will 
come … 

R.I.P. 
 
 

Presenter
Presentation Notes
Boo.com – spent $188 million in just six months[20] in an attempt to create a global online fashion store that went bankrupt in May 2000.Pets.com – Former dot-com enterprise that sold pet supplies to retail customers before entering bankruptcy in 2000.  Pets.com tried to build a customer base by offering discounts and free shipping, but it was impossible to turn a profit while absorbing the costs of shipping for heavy bags of cat litter and cans of pet food within a business field whose conventional profit margins are only two to four percent.[3][4] The company hoped to shift customers into higher margin purchases, but customer purchasing patterns failed to change and during its second fiscal year the company continued to sell merchandise for approximately 27% less than cost, so the dramatic rise in sales during Pets.com's second fiscal year only hastened the firm's demise. Pets.com raised $82.5 million in an initial public offering. The San Francisco-based company sold 7.5 million shares for $11 each, at the top of its preliminary range. ticker symbol "IPET.“Webvan.com -  a Web site that sold groceries such as bread and vegetables in the US, and was founded in 1999. Within 18 months it had spent $1bn (over £500m at today's exchange rate) on a string of $30m futuristic warehouses, rapidly expanded into multiple US cities, raised almost half a billion dollars by going public and even bought out one of its largest rivals, HomeGrocer. By 2001, it announced its bankruptcy, firing 2,000 employees in the process.Kozmo.com - a venture-capital-driven online company that promised free one-hour delivery of "videos, games, dvds, music, mags, books, food, basics & more"[1] and Starbucks coffee in several major cities in the United States. It was founded by young investment bankers Joseph Park and Yong Kang in March 1998 in New York City, and was out of business by April 2001. . According to documents filed with the Securities and Exchange Commission, in 1999 the company had revenue of $3.5 million, with a resulting net loss of $26.3 million.[5] The company raised about $250 million, including $28 million from a group of investors in 1999 which included Flatiron, Oak and Chase[6] and $60 million from Amazon.com in 2000.[7] It entered a five-year co-marketing agreement with Starbucks in February 2000, in which it agreed to pay Starbucks $150 million to promote its services inside the company's coffee shops.[8] Kozmo.com ended its deal in March 2001 after paying out $15 million. In July 2000, at the height of its business, the company operated in Atlanta, Chicago, Houston, San Francisco, Seattle, Portland, Boston, New York, Washington, D.C., San Diego and Los Angeles.[3]Kozmo had filed an IPO with Credit Suisse First Boston, but it never went public.[9]
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In a Nutshell… 
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What are your Hypothesis? 
 
What do you Measure to validate your Hypothesis? 
 
MVP features = Measurements 
 
Build an MVP with the least effort  
 
Get out of the office and Measure 
 
Learn from your Data that you measured 
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Find a business model that works before you run out of: 

Personal Energy. Time. Money. 
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Life can be much broader once 
you discover one simple fact; 

Everything around you that you 
call life was made up by people 

that were 

no smarter than 
you 

  
  

Presenter
Presentation Notes
 https://www.brainpickings.org/2011/11/24/steve-jobs-and-next-pbs-documentary/The footage actually comes from a 1995 interview conducted by the Santa Clara Valley Historical Association, while Jobs was still at NeXTWhen you grow up you tend to get told the world is the way it is and you're life is just to live your life inside the world. ��Try not to bash into the walls too much. Try to have a nice family, have fun, save a little money. ��That's a very limited life. ��Life can be much broader once you discover one simple fact: Everything around you that you call life was made up by people that were no smarter than you and you can change it, you can influence it, you can build your own things that other people can use. ��Once you learn that, you'll never be the same again.  
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 and you can 

 change it 

 influence it 

 build your own things that 
 other people can use 
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 https://www.brainpickings.org/2011/11/24/steve-jobs-and-next-pbs-documentary/The footage actually comes from a 1995 interview conducted by the Santa Clara Valley Historical Association, while Jobs was still at NeXTWhen you grow up you tend to get told the world is the way it is and you're life is just to live your life inside the world. ��Try not to bash into the walls too much. Try to have a nice family, have fun, save a little money. ��That's a very limited life. ��Life can be much broader once you discover one simple fact: Everything around you that you call life was made up by people that were no smarter than you and you can change it, you can influence it, you can build your own things that other people can use. ��Once you learn that, you'll never be the same again.  
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Once you learn that, 

you'll 
never be 
the same 

again  

Presenter
Presentation Notes
 https://www.brainpickings.org/2011/11/24/steve-jobs-and-next-pbs-documentary/The footage actually comes from a 1995 interview conducted by the Santa Clara Valley Historical Association, while Jobs was still at NeXTWhen you grow up you tend to get told the world is the way it is and you're life is just to live your life inside the world. ��Try not to bash into the walls too much. Try to have a nice family, have fun, save a little money. ��That's a very limited life. ��Life can be much broader once you discover one simple fact: Everything around you that you call life was made up by people that were no smarter than you and you can change it, you can influence it, you can build your own things that other people can use. ��Once you learn that, you'll never be the same again.  
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Business 
Model 
Generation 

88 
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   A business model 
describes the rationale 
of how an organization 
creates, delivers, and 
captures value. 

 
 

Presenter
Presentation Notes
Alexander Osterwalder



The Money Earning Logic 
Planning 
Level 

Architectural 
Level 

Implementation 
Level 

Strategic 

Business 
Model 

Process 

Vision, Goals 
& 
Objectives 
 

Money 
Earning Logic 

Organization 
& Workflow 
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Business 
Model 
Canvas 
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Ideation tool that distils 
the essence of your 
business down to one 
page that articulates 
your hypotheses. 
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Simple 
Fast 
Portable 
Concise 
Iterative 
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Everyone 
One Page for  
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Value Proposition 
 
What are you offering 
them? 
 
What is that 
getting done for them? 
 
Do they care? 
 

 
Characteristics: 
- Newness 
- Performance  
- Customization  
-“Getting the Job Done” Design  
- Brand/Status 
- Price 
- Cost Reduction 
- Risk Reduction Accessibility  
- Convenience/Usability  
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Customer Segments 

 
Which customers 
and users are you 
serving? 
 
Which jobs do they 
really want to get 
done? 

 

 
Mass Market 
Niche Market 
Segmented 
Diversified 
Multi-sided Platform 

 

Presenter
Presentation Notes
Mass MarketNiche Market Segmented Diversified Multi-sided Platform
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Customer Relationships 

 
What relationships 
are you establishing 
with each segment? 
 
Personal? 
Automated? 
Acquisitive? 
Retentive? 

 

 
Examples: 
- Personal assistance 
- Dedicated Personal Assistance 
- Self-Service 
- Automated Services  
- Communities 
- Co-creation  

 

Presenter
Presentation Notes
examples Personal assistance�Dedicated Personal Assistance Self-Service�Automated Services Communities�Co-creation 
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Channels 

 
how does each customer 
segment want to be reached? 
 
through which interaction 
points? 

 

Channel Phases: 
 
1. Awareness 
How do we raise awareness about our company’s 
products and services? 
2. Evaluation 
How doe we help customers evaluate our organization’s 
Value Proposition? 
 
3. Purchase 
How do we allow customers to purchase specific 
products and services? 
 
4. Delivery 
How do we deliver a Value Proposition to customers? 
 
5. After Sales 
How do we provide post-purchase customer support? 
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Revenue Streams 
 
What are customers 
really willing to pay for? 
 
How? 
 
Are you generating 
transactional or 
recurring revenues? 
 

 
Examples: 
- Asset Sale 
- Usage Fee 
- Subscription Fees 
- Lending/Renting/Leasing  
- Licensing 
- Brokerage Fees 
- Advertising 
 
Fixed Pricing: 
- List Price 
- Product Feature Dependent 
- Customer Segment Dependent 
- Volume Dependent 
 
Dynamic Pricing: 
- Negotiation 
- Yield Management 
- Real-time Market 
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Key Activities 

 
which activities do you 
need to perform well in 
your business model? 
what is crucial? 
 

 
Categories: 
- Production  
- Problem Solving 
- Platform/Network  
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Key Resources 
 
which resources 
underpin your 
business model? 
which assets are 
essential? 

 

 
Types: 
- Physical 
- Intellectual (brand patents, 
copyrights, data)  
- Human 
- Financial  
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Key Partners 
 
which partners and 
suppliers leverage 
your model? 
 
who do you need to 
rely on? 
 

 
Motivations for partnerships: 
- Optimization and economy 
- Reduction of risk and uncertainty 
- Acquisition of particular resources 
and activities  
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Cost Structures 
 
what is the 
resulting cost 
structure? 
 
which key 
elements drive 
your costs? 

 

 
Is your business more:  
- Cost Driven (leanest cost structure, low price 
value proposition, maximum automation, 
extensive outsourcing) 
- Value Driven ( focused on value creation, 
premium value proposition)  
 
Sample characteristics:  
- Fixed Costs (salaries, rents, utilities) Variable 
costs 
- Economies of scale 
- Economies of scope  
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BMC is Open: Lean Canvas by Ash Mauya 
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How to use the BMC 
 
 
 
 
 

Create a poster size copy of the BMC. 

Stick it to a wall. 

Write your hypothesis on post-it notes. 

Place the post-it notes on your BMC. 
 



Ask lots of  
questions 

Product  vs. Service 
Transactional vs. recurring revenues 
Fixed  vs. variable costs 
Acquisition vs. Retention 
One Customer Segment  vs. Another 
Capital Expenditure vs. Partnership 
Low vs. High Touch 
Paid vs. Free 
Copyright vs. Creative Commons 
Open vs. Closed 
Human Intensive vs. System Intensive 
Personal vs. Automated 
Direct Sales vs. Indirect Sales 
Advertising vs. Sales 
Niche Market vs. Mass Market 
Blue Ocean vs. Red Ocean 
Scale vs. Scope 

 

106 

Presenter
Presentation Notes
transactional vs.recurring revenuesfixed vs. variablecostsacquisition vs. retentionone customer segmentvs. anothercapital expenditure vs.partnershippaid vs. freeproduct vs. servicecopyright vs. copyleftopen vs. closedhuman intensive vs.system intensivepersonal vs.automateddirect sales vs.indirect salesadvertising vs.salesniche market vs.mass marketscale vs. scopeblue ocean vs. redocean
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Evergreen 
 Keep it 
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Share 
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Value 
Proposition 
Canvas 
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The Canvas with its 9 
building blocks 
focuses on the big 
picture.  

 
The Value Proposition 
Designer Canvas 
zooms in on two of 
those building blocks, 
the Value Proposition 
and the Customer 
Segment 

 

Value Proposition Canvas 
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Describe them in more detail and 
analyze the “fit” between them.  

Companies need to get both 
right, the “fit” and the business 

model 
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• the tasks they are trying to perform and complete 
• the problems they are trying to solve 
• or the needs they are trying to satisfy.  
• What functional jobs is your customer trying get done? (e.g. perform or complete a specific task, 

solve a specific problem, ...) 
• What social jobs is your customer trying to get done? (e.g. trying to look good, gain power or status, 

...) 
• What emotional jobs is your customer trying get done? (e.g. esthetics, feel good, security, ...) 
• What basic needs is your customer trying to satisfy? (e.g. communication, sex, ...) 

 

Customer Jobs 
Sketching out a customer profile by describing what the customers you 
are targeting are trying to get done.  

http://www.flickr.com/photos/osterwalder/7887894732/
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• What does your customer find too costly? (e.g. takes a lot of 
time, costs too much money, requires substantial efforts, ...) 

• What makes your customer feel bad?(e.g. frustrations, 
annoyances, things that give them a headache, ...) 

• How are current solutions underperforming for your 
customer? (e.g. lack of features, performance, 
malfunctioning, ...) 

• What are the main difficulties and challenges your customer 
encounters? (e.g. understanding how things work, difficulties 
getting things done, resistance, ...) 

• What negative social consequences does your customer 
encounter or fear? (e.g. loss of face, power, trust, or status, 
...) 

• What risks does your customer fear? (e.g. financial, social, 
technical risks, or what could go awfully wrong, ...) 

• What’s keeping your customer awake at night? (e.g. big 
issues, concerns, worries, ...) 

• What common mistakes does your customer make? (e.g. 
usage mistakes, ...) 

• What barriers are keeping your customer from adopting 
solutions? (e.g. upfront investment costs, learning curve, 
resistance to change, ...) 
 

Customer Pains 
Describe negative emotions, undesired costs and situations, and risks 
that your customer experiences or could experience before, during, and 
after getting the job done. 
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Rank each pain 
according to the intensity 
it represents for your 
customer - Is it very 
intense or is it very light? 
 
For each pain indicate 
how often it occurs. 
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• Which savings would make your customer happy? (e.g. in 
terms of time, money and effort, ...) 

• What outcomes does your customer expect and what would 
go beyond his/her expectations? (e.g. quality level, more of 
something, less of something, ...) 

• How do current solutions delight your customer? (e.g. 
specific features, performance, quality, ...) 

• What would make your customer’s job or life easier? (e.g. 
flatter learning curve, more services, lower cost of ownership, 
...) 

• What positive social consequences does your customer 
desire? (e.g. makes them look good, increase in power, 
status, ...) 

• What are customers looking for? (e.g. good design, 
guarantees, specific or more features, ...) 

• What do customers dream about? (e.g. big achievements, 
big reliefs, ...) 

• How does your customer measure success and failure? (e.g. 
performance, cost, ...) 

• What would increase the likelihood of adopting a solution? 
(e.g. lower cost, less investments, lower risk, better quality, 
performance, design, ...) 
 

Customer Gains 
Now describe the benefits your customer expects, desires or would be 
surprised by. This includes functional utility, social gains, positive 
emotions, and cost savings. 

http://www.flickr.com/photos/osterwalder/7887899870/
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Rank each gain 
according to its relevance to 
your customer. Is it 
substantial or is it 
insignificant?  
 
For each gain indicate how 
often it occurs. 
 

http://www.flickr.com/photos/osterwalder/7887899870/
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• Which products and services you offer that help your customer get either a functional, social, or emotional 
job done, or help him/her satisfy basic needs? 
 

• products and services may either be” 
• tangible (e.g. manufactured goods, face-to-face customer service), digital/virtual (e.g. downloads, online 

recommendations) 
• intangible (e.g. copyrights, quality assurance), or financial (e.g. investment funds, financing services). 

 
• Rank all products and services according to their importance to your customer. 

 
• Are they crucial or trivial to your customer? 

 

Products & Services 
List all the products and services your value proposition is built around.  
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• produce savings? (e.g. in terms of time, money, or efforts, ...) 
• make your customers feel better? (e.g. kills frustrations, 

annoyances, things that give them a headache, ...) 
• fix underperforming solutions? (e.g. new features, better 

performance, better quality, ...) 
• put an end to difficulties and challenges your customers 

encounter? (e.g. make things easier, helping them get done, 
eliminate resistance, ...) 

• wipe out negative social consequences your customers 
encounter or fear? (e.g. loss of face, power, trust, or status, ...) 

• eliminate risks your customers fear? (e.g. financial, social, 
technical risks, or what could go awfully wrong, ...) 

• help your customers better sleep at night? (e.g. by helping with 
big issues, diminishing concerns, or eliminating worries, ...) 

• limit or eradicate common mistakes customers make? (e.g. 
usage mistakes, ...) 

• get rid of barriers that are keeping your customer from adopting 
solutions? (e.g. lower or no upfront investment costs, flatter 
learning curve, less resistance to change, ...) 
 

Pain Relievers 
Outline how your products and services create value. Describe how your products and 
services alleviate customer pains. 
How do they eliminate or reduce negative emotions, undesired costs and situations, and 
risks your customer experiences or could experience before, during, and after getting 
the job done?  
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Rank each pain 
your products and services 
kill according to their 
intensity for your customer. 
Is it very intense or very 
light?  
 
For each pain indicate how 
often it occurs. 
 

http://www.flickr.com/photos/osterwalder/7887899870/
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• create savings that make your customer happy? (e.g. in terms of 
time, money and effort, ...) 

• produce outcomes your customer expects or that go beyond their 
expectations? (e.g. better quality level, more of something, less 
of something, ...) 

• copy or outperform current solutions that delight your customer? 
(e.g. regarding specific features, performance, quality, ...) 

• make your customer’s job or life easier? (e.g. flatter learning 
curve, usability, accessibility, more services, lower cost of 
ownership, ...) 

• create positive social consequences that your customer desires? 
(e.g. makes them look good, produces an increase in power, 
status, ...) 

• do something customers are looking for? (e.g. good design, 
guarantees, specific or more features, ...) 

• fulfill something customers are dreaming about? (e.g. help big 
achievements, produce big reliefs, ...) 

• produce positive outcomes matching your customers success 
and failure criteria? (e.g. better performance, lower cost, ...) 

• help make adoption easier? (e.g. lower cost, less investments, 
lower risk, better quality, performance, design, ...) 
 

Gain Creators 
Describe how your products and services create customer gains.  
How do they create benefits your customer expects, desires or would be surprised by, 
including functional utility, social gains, positive emotions, and cost savings?  
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Rank each gain 
your products and services 
create according to its 
relevance to your customer. 
Is it substantial or 
insignificant?  
 
For each gain indicate how 
often it occurs. 
. 
 

http://www.flickr.com/photos/osterwalder/7887899870/
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Competing for Customers 
Most Value Propositions compete with others for the same Customer Segment - an 
"open slot" that will be filled by the company with the best fit.  
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Exercise:  
Apple iPod/iTunes Business Model 
 Split up in teams of 4-5. 
 
Sketch out the business 
model. 
 
Each team must present a 
least one building block. 
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Eric Ries 
 
 
    Alexander Osterwalder 
 
 
Steve Blank 
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