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What is a (Lean) Startup?

or why should we care about prototyping?

s
A
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What is the difference between startups A
and existing companies?

IT,I};E? Berlin

‘A startup is a NUManN institution designed to deliver a €W prOdUCt or
SerViCe under conditions of €Xtreme uncertainty:

(Eric Ries 2009)
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What is the difference between startups
and existing companies?

a Startup is NOt a small

version of a big
company

L
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What is the difference between startups
and existing companies?
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http://www.nationmultimedia.com/business/Heineken-aims-to-be-market-leader-in-Myanmar-by-20-30282040.html
https://www.amsterdamtourist.info/things-to-do/amsterdam/attractions/heineken-experience-amsterdam/
https://www.instructables.com/id/Make-Beer/
https://www.seattletimes.com/business/sudsy-tribute-to-prohibition-anniversary/
https://insel-brauerei.de/

Freie Universitdt

d

g ? Berlin

What is the difference between startups
and existing companies?

A startup is *a t€@m POrary organization
designed to search

fora Fepeatable

and SCalable

business model-

(Steve Blank 2011)

» DIGITAL
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Source: S. Blank (2011): Why the lean start-up changes everything.
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What is the difference between startups
and existing companies?

Startups search for assumptions about the un kﬂ owWn
Existing
Companies
execute what

they kn OW.
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Freie Universitdt

‘Business modeling is [..] the managerial equivalent of the scientific method - you

start with a hypothesis, which you then test in action and revise when necessary.”
(Magretta, 2002)

H1: A change in an

Independent Variable leads
to a change in a Dependent
Variable Serme

m (IrEHD7
. EEL™

Plmrra peicietl oL e 1)

f.e.

If we place a product more
prominently, it can be sold
more often

DIGITAL
”  ENTREPRENEURSHIP
HUB

Source: J. Magretta (2002): Why Business Models matter, p. 5.

>
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Test the Problem, then your solution.

The Business Model Canvas

Des:gced% s : : i Designed by:

Date: Wersion:

Key Partners é Key Activities

What ey Actot
o

ou Wk Propoarions negure?

Value Propositions 17 Customer Relationships '

Channels ‘-.q

Customer Segments n

Foar wham are s creating v
e, -

Cost Structure

Revenue Streams

Por whuat wakin ard fr cuskamers sy w5 oy
Por what o oy

)

@ @ @ @ ® DESIGNED BY: BUsiness Model Foundry AG

This werk alie 331 e vior:
i e el 7L Searns Biseet, 5l 300, Ban Praries, Caferrea, w10, s

@ Strategyzer

strategyzer.com

Ref. http://upload.wikimedia.org/wikipedia/commons/thumb/1/10/Business_Model_Canvas.png/1280px-

Business_Model Canvas.png
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Finding the convincing argument

.that suffices investors and yourselves

. Market Core hypotheses Il. Product

I1l. Customer V. Your resources
» B (i.e., founders)

acquisition

DIGITAL
ENTREPRENEURSHIP

Ref.
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Break Even Point Calculation

Fixed & variable costs; When will we be “break even'? (wins == losses)

TR: total revenue
C;: fixed costs

e.g., Invest into HR & Tech C,: variable costs
X: units
p: price
: C,. Costs per unit
e.g., market size, CA strategy v P

Profit (Cy +@

e.g., pricing strategy e.g., raw material...

Finding your core hypotheses

4 DIGITAL
L ENTREPRENEURSHIP
A HUB
Ref. 4
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Break Even Point Calculation

Fixed & variable costs; When will we be “break even'? (wins == losses)

EUR 4 Total revenue R: revenue
C;: fixed costs
C,: variable costs
Profit Total costs -

X: units
p: price

Fixed costs are independent C.: COSts per unit

from usage and output quantity v

users & customers Total Revenue = Total Costs

Loss
>
Time x*p=~Cr+cy*x

» 4 DIGITAL
A ENTREPRENEURSHIP
3 HUB
Ref. ¥
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Investor's Perspective on Break Even Point

or ,Unicorn Calculation®

Ufnr']COmS CEXEIL example Total revenue per year = p * x
of how Investors go Into b
your business i - N S 3 types of unicorns
pl’eseﬂtatiOﬂ : NP s =0 (10x assumption for 1b valuation)
$100m = $1k = 100k

$100m = $10k = 10k

$100m = $1m * 100
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Understanding customer's

you may wonder, but getting customers is neither easy nor cheap

DIGITAL
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"Dieses Foto, CC BY-SA-NC
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https://technofaq.org/posts/2018/02/benefits-of-customer-loyalty-that-businesses-love/
https://creativecommons.org/licenses/by-nc-sa/3.0/

Freie Universitat

Variable costs + revenues for entrepreneurs

Understanding the customer funnel

Profit =p*x — (Cr + ¢}, * x)

Attract Sell Support /
Resell

Anderungen in Ihrem Kundenkonto

Summe (1 Artikel } . EUR 1 9 99 Kiicken Sie auf die Schaltfiachen rechts. um eine der Aktionen durchzufihren
K L]

Passwort vergessen?

Zahlungsarten verwalten
oy Sre———— S —————— § Sie kénnen Ihre Kontoeinstellungen auch direkt unter Mein Konto einsehen und éndem.
Testnutzers e c Falls Ihr Anl h it gelést werden kann, beschreiben Sie bitte unten Ihr Anli iter, damit wir Ihnen helfen ko = = sl
alls Ihr Anliegen hier nicht geldst werden kann, beschreiben Sie bitte unten Inr Anliegen weiter, damit wir Innen helfen konnen.
Rigamon < RS AT RO € I | Cutes 20T Zur Kasse gehen ¢ ¢ .
Fur Sie empfohlen Adressbuch verwalien

Eine 1-ClickE-Bestellung ist fir mindestens
einen Artikel in Ihrer Bestellung nicht

‘Geschenkgutschein-Guthaben einsehen

|

|

\

| Geschenkgutscheine sini¢sen
|

\

\ E-Mail-Benachrichtigungen verwalten
|

@

| ] 5] B) 5] 5] 5] 5] P

t
o ng lich. 1-Click-Einstellungen andern
P\.‘ fr -
[H—

n Bitte geben Sie uns weitere Informationen zu Ihrem Anliegen.

Weitere Empfehlungen for Sie

Bitte wahlen Sie ein Thema Informationen im Kundenkonto aktualisieren

) Bitte grenzen Sie Ihr Anliegen ein < Bitte wahlen Sie ein Thema>
< Bitte wahien Sie ein Thema>

Lieferadressen akualisieren

u Wie méchten Sie uns i " oder 2
E-Mail-Adresse oder Passwort &ndern
im

g DIGITAL
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Kroenke (2013), Using MIS, S. 263
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Variable costs + revenues for entrepreneurs

Understanding the customer funnel

Profit =p*x — (Cr + ¢}, * x)

Acquisition: User gets in contact with product/service

Activation: User successfully interacts for the first time with product/service

Retention: User comes back

Referral: User talks about product/service

> DIGITAL

.4 ?  ENTREPRENEURSHIP
= A HUB
a-pirate-a-beginners-guide-to-pirate-metrics/ .
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Variable costs + revenues for entrepreneurs

Diving into customer acquisition costs .
J : Profit =p*x — (Cr + ¢, * x)

o~._  Visitorg

! T~

l B TR feads

! ' ST ~.Cust°mer

I | R

. . l l
| . .

2 EUR ! x 1000 i to 20 ! to 8 |

| : :
. | -

| : T -

I ! .=

| _ .- -

e CAC: 250 EUR

How do we calculate CAC for different channels?
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Ref. Bruhn, M.; Georgi, D.; Schusser, S. (2004): Einsatz des Customer Lifetime Value (CLV) im Commitmentgeschaft. In:

. reie Universitd lt—l erlin
Variable costs + revenues for entrepreneurs i Unvesiit g o

Customer lifetime value

Profit =p *x — (Cr + ¢, * x)

Time Lifetime

Retention probabilty \ Rest lifetime

Value
Acquisition
— L
payments |:| + expected referral (virality)
Repeated
—
payments Current cashflows Expected cashflows
| | |
Beginning of relationship Current time End of relationship

DIGITAL
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Management von CRM-Projekten. Handlungsempfehlungen und Branchenkonzepte, Wiesbaden, S. 438.
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»,IN god we trust, all
others bring data

William Edwards Deming
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