
  [image: 1.png]


  
    

  


  
    [image: ]

  


  
    

  


  
    [image: ]

  


  
    

  


  
    Book Presentation: Fail Fast or Win Big by Bernhard Schroeder


    Summary of Fail Fast or Win Big (Bernhard Schroeder)

  


  
    Book Presentation: Fail Fast or Win Big by Bernhard Schroeder


    Book Abstract


    MAIN IDEA


    The traditional approach to being an entrepreneur has usually been:


    
      	Get an idea and write a business plan


      	Spend months securing investors


      	Start making and selling your product

    


    The problem with that approach is markets today evolve so quickly your business plan will likely be out of date before it is finished. You don't want to wait until you've spent all your funds before you start finding out whether or not customers really want what you're making.


    A much better approach is to use the "LeanModel Framework" which is based on customer truth – getting feedback from customers – in this way:


    [image: ]


    "If you want to sell a product, just make it. If you want to sell a service, just deliver it. If you want to create a company, just create one. There has never been a time like the one we are living in right now."


    – Bernhard Schroeder


    About the Author
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    Important Note About This Ebook


    This is a summary and not a critique or a review of the book. It does not offer judgment or opinion on the content of the book. This summary may not be organized chapter-wise but is an overview of the main ideas, view points and arguments from the book as a whole. This means that the organization of this summary is not a representation of the book.


    Summary of Fail Fast or Win Big (Bernhard Schroeder)


    The LeanModel Framework


    Too many entrepreneurs think they are in the business of writing a great business plan. A plan is just a learning tool, and an inferior one at that. If you really want to develop something new, get a prototype out in the marketplace and start talking to customers. Rather than spending six months writing a business plan, test something.


    Business Plans are great planning documents. A typical plan will be 25 - 40 pages long and have this information:


    
      	An executive summary


      	Company description and mission


      	Product or service information


      	Marketplace and competitive analysis


      	Proposed strategy and implementation


      	The management team


      	Financial plan and projections


      	Background and technical information

    


    It can take months to write a good business plan but historically developing one has been the price of admission to become an entrepreneur. The first question any potential source of funds would ask was: "Well, let's have a look at your business plan."


    The advantages of a business plan are:


    
      	It brings all your market research together on paper and in one place.


      	You can detail all the key milestones you've reached.


      	Banks and investors like to have something on paper to guide their decision making.


      	You are forced to do budgeting and to forecast your cash flow in developing a business plan.


      	A business plan can be good for getting new employees up to speed.

    


    The disadvantages of writing a business plan are:


    
      	You're not selling anything while you write one – which means a competitor can get a foothold.


      	Markets don't stand still – and will grow or contract as new technology comes along.


      	It's hard to pivot a business plan and head off in a different (and more profitable) direction.


      	You don't have any hard evidence that customers will buy what you plan to offer. You don't know if your assumptions are correct or not.


      	A lot can change in the marketplace in the six months you have been writing your plan. Your plan is out of date as soon as it is printed if not before.

    


    Overall, the greatest problem with a business plan is it takes you too long to fail when you write one. If you can get out in the marketplace and quickly and cheaply discover that despite all your optimism customers won't buy what you plan on building, then you won't waste six months and all your seed or initial funding writing a business plan that will never work.


    "25% of businesses fail in the first year, 71% by year ten. So, fail fast."


    – Kaufmann 2012 study


    So what can you do to increase your chances to get into that winning 29% who succeed? That's what the LeanModel Framework is all about.


    
      	Instead of spending all your time and money writing a business plan and pitching an investor, you put together a lean prototype quickly and inexpensively and get it out to customers. That means you start generating money almost immediately.


      	It also means customers will tell you right away whether you have an appealing product or not. You don't have to guess – you have validation.


      	Thanks to the quick customer feedback you get by selling your prototype, you can make immediate course corrections so you keep moving forward. You don't have to rewrite your plan, you just do it.


      	You plunge in and learn by doing and by succeeding or failing. This is a much more effective way to learn.


      	You develop your business model at the same time as you build and improve your product.

    


    The four elements of the LeanModel Framework are:


    
      	Rapid prototyping – You use lean resources to create a minimum viable product which you then test with your marketplace right away.


      	Lean resources – you have the mindset that less is more and you look for ways to get started in the leanest way possible. In other words, you leverage everything you have to the hilt.


      	Business model – you craft a business model which makes sense and which makes money based on your experience in the marketplace.


      	Customer truth – you listen to and gather feedback from potential customers and based on that you then iterate, pivot or abandon your idea.

    


    The whole point of the LeanModel Framework is you spend less time planning how to be entrepreneurial and more time actually doing it. You test your product or service in the marketplace and use actual customer suggestions to refine and improve what you offer. Once you get a good working prototype, you then move forward with confidence rather than guesswork.


    Element #1 – Rapid Prototyping
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    The only way you will be able to move fast is if you can develop prototypes quickly and test them with real customers. Create a prototype sooner rather than later and start improving it with customer feedback. Speed rather than perfection is the aim.


    There is no better way to gauge the viability (or otherwise) of your product or service than to test it with real customers. The earlier you can get customer feedback, the more time you have to make changes which incorporate that feedback. It's vital that you get a minimum viable product out there as soon as you can rather than endlessly holding off until your offering is "perfect".


    The resources that you can and should access to get a prototype of your product or service together quickly include:


    
      	People – your network. If you can access the right skills, it's amazing how quickly an early prototype can come together. Find ways to connect with people who have a wide range of skills and resources.


      	Internet-based tools – there are now a large selection of free or low-cost online tools available which can be used to measure the level of potential customer interest in a new product or service. It's entirely feasible to put up a simple website in a weekend or to set up a Facebook page and see whether what you plan on making will sell. Of course, you have to be careful not to take actual orders unless you have the capacity to scramble around and deliver what you have sold but you can use these tools to quickly determine whether you have something which will appeal.


      	Online platforms – you can also use Amazon.com, Craigslist, eBay or Etsy to test-market your prototypes. App developers can upload their apps to Android and iPhone marketplaces and then spread the word of Facebook and see what happens. If you want to run a tutoring service, you can upload a video to YouTube or Vimeo and the watch for the market's reaction. There are lots of ways to get prototypes out there using digital platforms like these.


      	New technology – you can piggyback on new technology as it comes along and enters the marketplace. More and more the smartphone is becoming a platform for inexpensive innovation. For example, Square's device and software replaced many entrenched point-of-sale systems. New technology also makes it cheaper and easier to build new product or service prototypes.


      	Manufacturing – you'll find there are lots of small-volume manufacturers within your local region which will be available to help you build your prototype. Many industries now have "rent by the hour" manufacturing and engineering facilities which you can use. You can also approach businesses to rent their facilities outside normal business hours and so on. Even those you might view as potential competitors may be interested in becoming your supplier if approached. Think expansively.


      	Local universities and technical colleges – may be interested in helping make your prototypes. Many of these schools have incubators with access to engineering, computer services, graphic designers and more. If you build a relationship with a professor, manufacturing your prototype may become a student's senior project.


      	3-D printing – which has pretty much revolutionized low-volume manufacturing and the way products are made in general. This will usually be the quickest and cheapest way to build your prototype product.

    


    Rapid prototyping is a state of mind more than anything else. You want to get something to market quickly and then, based on customer feedback, improve it so you can sell more in the future. You use prototypes to replace your thinking with genuine feedback and ideas from customers. You prototype to fail fast or win big.


    Note that going hand-in-hand with the philosophy of rapid prototyping is you start with a niche rather than going after an entire market segment or an industry. You speak with the early adopters in your niche and then use their ideas to change things to appeal to the rest of the customer segment. You try and generate momentum from those early adopters which then carries you to the rest of the market.


    Positive feedback and the buzz created by those who buy your prototypes can be incredibly powerful marketing tools. Positive reviews and simple marketing strategies like search-engine optimization can accelerate future sales rapidly and impressively.


    "You don't really know if you have a company until you have created a product or service prototype and have sold it in the marketplace. That is, you can't improve a product unless you get customer feedback. And you need to move faster than potential competitors. So, create a prototype sooner rather than later."


    – Bernhard Schroeder


    "If you are not embarrassed by the first version of your product, you've launched too late."


    – Reid Hoffman, co-founder, LinkedIn


    "You don't learn to walk by following rules. You learn by doing and falling over."


    – Richard Branson, founder, Virgin Group


    Element #2 – Lean Resources
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    The real key to being an entrepreneur is to learn how to conserve your resources while you keep moving forward. You simply have to leverage everything and be smart about it. Your aim is to maximize your opportunities to learn while spending as little cash as feasible.


    The essence of being an entrepreneur is figuring out how to use other people's resources to get your product or service built. Having a small budget doesn't mean you can't get things done – you just have to find a way to leverage other people's resources in smart ways. That's the lean resources mentality.


    The great thing is today's business world empowers entrepreneurs to accomplish a lot with very little of their own. Lean resources are everywhere and learning to leverage them is important. The kind of resources you should look at leveraging include:


    
      	People who are experts in a field – who have the skill sets you need. Many people build a company around their expertise and find ways to monetize what they have become good at. Look at the people closest to you and see is there is a potential start-up idea you can think of which would generate more business for them as well as you.


      	Local and global talent – today you can use elance (www.elance.com) or oDesk (www.odesk.com) to staff your start-up using freelance talent. You can also access the resources of community incubators, small business centers, community run start-up programs and so on. Some large companies today offer co-location options for entrepreneurs as well.


      	Local community – you'll probably find there are more start-up resources available in your immediate locale than you are aware of. If you're selling a physical product, look to use farmer's markets or independent local stores. You may find there are potential mentors and maybe even city or state sponsored facilities or programs available nearby which you can take advantage of.


      	Financing options – you will find there are lots of financial sources you can access as well. In addition to having some skin in the game and investing personally, you can approach friends and family or other local investors. Just make sure you temper their expectations and then treat their investments professionally.


      	Technology tools – are a large treasure house in today's business environment. You can utilize online marketing tools to drive sales on your own website or sell on global powerhouses like Amazon.com. You can use technology to keep your start-up costs down in lots of different ways. You can join e-commerce platforms like Shopify and be in business in days rather than weeks. You need to be smart and access all of the tools which are available.


      	
        Manufacturing & distribution – you can access global supply chains using websites like www.alibaba.com or www.globalsources.com. Many local manufacturers will help with prototypes or you can use 3-D printers to make them.

        
          	People who are experts


          	Local and global talent


          	Your local community


          	All your financing options


          	All available technology tools


          	Manufacturing & distribution

        

      

    


    The fact is today's business infrastructure welcomes entrepreneurs. Whereas previous generations had to build their own factories to get stuff made, today there are multiple options available to get low-volume manufacturing happening.


    "3-D printing as an industry is estimated to grow from more than $450 million in 2013 to over $5-7 billion in 2017. That's pretty rapid growth. My predictions are that 3-D printing will present some real entrepreneurial opportunities. You should learn about and


    

    

    

    

    

    

    

    

    

    

    

    

    

    Element #3 – Business Models


    

    

    

    

    

    
      	Partners – both strategic and tactical. This will be your manufacturers, distributors, suppliers and those who will help you make and sell your product or service.


      	Key start-up activities – all the things you need to get done in order to produce your prototype and get it out there for customer feedback.


      	Key start-up resources – everything you need to launch your product prototype. This will include the funding you have available and the people you can call on to perform necessary tasks.


      	Customer relationships – really great companies deliver what they offer so well customers feel an emotion when using that product or service. Delight customers and you'll have strong relationships.


      	Distribution channels – how you will get your product or your service to the marketplace. Usually this is a mix of direct sales, selling through wholesalers or partners or selling online. You have to figure out how to reach customers cost effectively.


      	Customer target segments – the niche segments you want to go after initially. Successful start-ups focus on a niche, get traction with that group of influencers and early adopters and then expand to progressively larger niches.

    


    

    

    

    

    
      	You study the marketplace in depth until you learn about a definite customer problem.


      	You then develop a solution built around a Unique Value Proposition.


      	You validate that Unique Value Proposition by getting a prototype of your solution into the hands of real customers and let them test it.


      	If they react positively to your solution, you keep on improving and refining it and then test it again.

    


    

    
      	Revenue streams – identifying all of the potential revenues which your product or service can generate. There are usually more than you initially assume and will include licensing, retail sales, joint venture marketing tie-ins, online sales, etc.


      	Cost structure – you look for ways to progressively lower your costs through outsourcing, volume discounts, other arrangements, etc.

    


    

    

    Element #4 – The Customer Truth


    

    

    

    

    

    

    
      	Understand your customers – get out and walk a mile in their shoes. Know everything there is to know about the challenges they face day-by-day and the frustrations they feel. Get alongside them as they interact with your brand and with other brands and get to know the quality and shortcomings of the overall customer experience.


      	Assume nothing – but instead immerse yourself in what real customers are saying and experiencing. Visit customers relentlessly so you can get to understand their decisions and preferences. Don't pretend that you know them but get out and experience what they do first-hand and personally.


      	Anticipate what customers will need in the future – because while they may not always know what they want they will never be wrong. Base your forecasts of future customer needs on first-hand knowledge of the customer's environment more than on hunches or assumptions. Customers will often tell you what they don't want in crystal-clear terms but will reward you for giving them what they need.


      	Always segment the marketplace – and find a niche of early adopters to dominate and then expand from. Target the innovators in that niche, then the early adopters, then mainstream customers and so on. This is the way to get word of mouth to drive your sales. Never attempt to take on the marketplace as a whole – it can't be done.


      	Have a great brand – which is derived from the customer experience you deliver. Brands exist inside the customer's head so if you can keep delighting the customer, your brand will be strong and vibrant.


      	Build loyalty – by having genuine conversations with your customers. Listen to their concerns and respond appropriately and they will keep you heading in the right direction. Each touch point with your company is a moment of truth where unvarnished customer truths can come through. Listen and react.

    


    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    
      	You have greater access to capital sources than just the people you know or associate with.


      	Crowdfunding hedges your risk because you can get validation of demand before you start.


      	Crowdfunding in and of itself is a great way to reach potential customers.


      	Crowdfunding can provide definitive proof of market demand for what you develop. People vote with their wallets which validates your idea.


      	A crowdfunding campaign is a great way to build a loyal customer base. It's really free public relations for your enterprise.


      	Crowdfunding is a viable and smart way to gauge customer demand before you start development. You can pivot away from an idea that won't work on the basis of how a crowdfunding campaign does.

    


    

    
      	
        Reward crowdfunding campaigns – where you offer future customers a discount or some additional freebies for their pre-order of what you plan on making. This is the realm of Kickstarter, IndieGogo, RocketHub, Peerbackers and other web-based platforms. Reward crowdfunding works best if:

        
          	You have a great story to tell which reflects your passion and you have emotion working for you.


          	You can create a compelling video.


          	You can design rewards which make sense and which will generate buzz.


          	You have production plans pretty much in place and just require pre-orders to get started.


          	You have a great email campaign prepared which simply but powerfully tells your story and gives supporters a reason to care.


          	You have the time to commit to responding to questions and to spreading the word via blogs, websites, LinkedIn groups and the like.


          	You set your funding goal carefully and thoughtfully so it is reasonable and justifiable in the context of what needs to get done. People want to see stuff happen, not enrich you.

        

      


      	Debt-based or investment crowdfunding – which is a form of peer-to-peer lending. Here you group people together to provide you with a loan on which you will pay a specified rate of interest. This is similar to getting a bank loan but you're getting investment funding from a group of people rather than an institution. Websites which are active with this type of crowdfunding include Funding Circle, Lending Club, Prosper, Zidisha, Index Ventures, Assetz Capital and Zopa.


      	
        Equity crowdfunding – where investors receive equity in exchange for the funding they provide. Regulations stipulate start-ups can raise up to $1 million in equity funding this way in any 12-month period and that individual investors cannot invest more than 5 percent of their annual income or net worth. Successful equity crowdfunding platforms include OurCrowd, Grow Venture Community, Micro Ventures, Angel List, CircleUp and others. Equity crowdfunding tends to work best if:

        
          	You have a good lead investor who will start the ball rolling for you.


          	You comply with all regulations especially your requirement to verify that would-be investors are accredited if they will be putting in big money.


          	You meet with potential investors in person and then follow up by email.


          	You prioritize and focus on potential investors with the best potential for you.


          	You provide frequent ongoing communications and status updates.


          	You solicit feedback and ask for advice from potential investors, especially those who have experience in successful sales or exits.


          	You have very solid people skills and public speaking prowess.

        

      

    


    

    

    

    

    
      	Think about your personal skill sets – and look for an emerging marketplace where your skills will be highly valued. Being able to leverage your skills doing something you will enjoy is often a good starting point for aspiring entrepreneurs. Enjoy the ride and you'll usually do better.


      	If you spot a big opportunity, build a company to fund a company – that is, focus on a niche first and then use success in that niche to fund going after your bigger vision. Once you have some cash flow happening, you'll have many more options to scale up and go after bigger targets.


      	While it's true founders create start-ups, teams build great companies – so look for others to work with who will bring strengths to the table you don't possess. You should always be looking for great people and welcome diversity of expertise. If you lead from the front and are always honest, you'll find good people will join up. Motivate and inspire them to do their very best work.


      	Look for a good mentor – someone who will inspire you, advise you, counsel you and push you to do things better. A good mentor who will speak to you candidly and with brutal honesty can be invaluable. And don't forget to also offer to mentor others who are coming behind you.


      	Embrace having a lean mentality – find inexpensive ways to try different ideas and don't be afraid to fail. Leverage everything – office space, technology, people, and so on. Work harder and work smarter than your competitors. Embrace your lack of resources and use it to your advantage.


      	Be constantly listening to your customers – spend enough time with them that you can see their problems at close range. Use customer feedback as your North Star. Remember, customers are not always right but they are never wrong.


      	
        Maintain a watching vigil on marketplaces and trends – so you can see products and services your customers will need in the future. Circa 2015, the big opportunities of the future include:

        
          	The pet industry which is already at $50 billion and still growing strongly.


          	Cloud-delivered applications and services.


          	Turning big data into usable information via smart dashboards or something similar.


          	Wearable devices for health diagnostics.


          	Remote monitoring for the baby boomers who will want to live at home as they age.


          	Products and services which use smartphone platforms.


          	Software for smartphones.


          	Businesses which align to social causes like the environment and sustainability.


          	Healthy fast food which is prepared to go or which can be finished at home.


          	Rental or sharing of assets rather than owning them – look for the Car2Go and Uber business models to spread to many more types of goods.


          	3-D printing stores where people can go and order anything based on an image or drawing.


          	E-commerce niches – Amazon might have a head start but loads more niche-focused companies will flourish as well.
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