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 Startups don’t fail 
because they fail to 
build something. 

  
 Startups fail because 
they fail to make 
something that 
someone wants to buy.

Why Startups Fail



What We Now Know



Search vs. Execution

“A startup is a temporary organization designed to 
search for a repeatable and scalable business model.”       

—Steve Blank
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Startup = Search

“A startup is a temporary organization designed to 
search for a repeatable and scalable business model.”       

—Steve Blank
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Rapid Iteration / Pivoting

“A startup is a temporary organization designed to 
search for a repeatable and scalable business model.”       

—Steve Blank
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Investment Timing
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Seed Series A Series B
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Startup Thesis

It all starts with an idea…
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A startup thesis 
describes: 
•Who is your customer?  
•What is your product? 
•Why will they buy?

Startup Thesis



 Idea: A video system to capture 
and evaluate the behavior of 
children with autism. 

 Thesis: Physical therapists will 
make video recordings of autistic 
children in classrooms to improve 
therapy outcomes.
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Customer segment 

will buy 

Product 

because of 

Value Proposition

Consistent Format

Thesis



What Is Your Thesis?

Customer segment 

will buy 

Product 

because of 

Value Proposition
?



Agenda

�20

Why Startups Fail

Your Startup Thesis

Testing Your Thesis

Evolution of Your Model
Value Proposition

Customer Segmentation

Questions and Answers



Customer segment 

will buy 

Product 

because of 

Value Proposition

Why Do You Believe Your Thesis?

Thesis



Test Hypotheses to Support Your Thesis

Turning guesses into 
answers: 

The scientific method 
applies to business!
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Testing Hypotheses

Make a hypothesis about one element of your business 
model canvas.
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???



???

Testing Hypotheses

Develop a controlled experiment to test that 
hypothesis.
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Now…
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Testing Hypotheses

Conduct that experiment against 
real-world customers of your 
product or service.
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Don’t sell!

???



“If it disagrees with experiment, 
it’s wrong.   

 It doesn’t make any difference 
how beautiful your guess is, it 
doesn’t matter how smart you 
are, or who made the guess… if 
it disagrees with experiment, it’s 
wrong.” 

—Richard Feynman

The Value of Experiments



Testing Hypotheses

Congratulations! 

You have learned something.
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Now, do it again.

???



The Big Secret...

Do this over  
100 times.
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(Really.)



“A man who carries a cat by 
the tail learns something he 
can learn in no other way.” 

—Mark Twain 

There Is No Substitute!
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Evolution of a Model

Start with a work of breathtaking fiction...
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Guess

Guess

Guess

Guess

Guess

Guess

Guess

Guess
Guess



1: Value Propositions
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Common Value-Proposition Mistakes

It’s just a feature of someone else’s product. 

It’s a “nice to have” instead of a “got to have.” 
Candy? 

Vitamin? 

Painkiller? 

Addictive painkiller? 

Not enough customers care. 
Dominance of a small market means a small company!
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Value Proposition Questions

Problem Statement: What is the problem? 

Ecosystem: For whom is this relevant? Do they have any 
money? 

Competition: What do customers use today? 

Technology / Market Insight: Why is this problem so hard to 
solve? 

Market Size: How big is this problem? 

Timing: Why now?
�35



“I find out what the world 
needs. Then I go ahead and 
try to invent it.” 

—Thomas Edison

We Knew This Before...



2: Customer Segments
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Understanding Your Customer’s Pain

What do your customers find too costly?  
Money: costs too much 
Time: requires substantial efforts 

How are current solutions underperforming? 
Lack of features, performance, malfunctioning… 

What are the customer’s main difficulties and 
challenges? 

Difficulties getting things done, resistance...
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2: Customer Segmentation
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Aerospace Manufacturing
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2: Customer Segmentation

�41

Aerospace Manufacturing

This is a customer. His 
name is Joe.



Understanding Their Pain (cont.)

What’s keeping Joe awake at night? 

Big issues, concerns, worries... 

What barriers are keeping Joe from 
adopting new solutions?  

Upfront investment costs, learning 
curve, resistance to change... 
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Understanding Their Pain (cont.)

What makes Joe feel bad? 

Frustrations, annoyances, things 
that gives him a headache...  

What risks does Joe fear?  

Financial, social, technical risks 

What could go awfully wrong... 
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Talking to Customers

Who are your customers? 

How do you find them? 

How do you get them to talk 
to you? 

How can you tell they aren’t 
just telling you what you 
want to hear?
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?



Who Would You Rather Talk To?



Who Would You Rather Talk To?



Customer Discovery is like Journalism!



The Canvas is a Place for Answers
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Who?

What?

Where? When?

Why?

How?

Who?
How?

Who?
Who?

What?

How?
When?

When?

Where?

Who?

Who?

Why?



Evolution of a Model

You now have two elements of your business model!
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Fact Fact

Guess

Guess

Guess

Guess

Guess

Guess
Guess
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Thank You!



Thank You!

Stephen Fleming 
Vice President   
Strategic Business Initiatives 

stephenfleming@arizona.edu 

Phone (520) 621-3150  

Twitter @stephenfleming


