Entrepreneurship 101

Session 9. Testing your Business Idea
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Learning Objectives of the Session
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1. Understand the critical assumptions underlying your business.
2. Learn of ways to test these assumptions.

3. Define the critical assumptions relevant to your business.
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Why test your business idea?
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 All ideas begin as assumptions:
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» My customers are... : e ioe L5 ‘

» They buy my product because of ...
» My offering is worth €.... 'Q' &0,

> Mine is the best solution on the market.

» These assumptions:
* must be tested and

* the results used to make decisions.
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The Process of Testing your Business |Idea
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1. Identify Critical Assumptions
» What key guesses am | making?

* Only those guesses that are critical.

¢

2. Choose and Plan the Appropriate Test

(118

* |dentify a test for each assumption.

3. Analyse the Results

 Make decisions with reliable data. i
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How to Test your Business ldea through Research
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 Conversations with relevant stakeholders.

 Entrepreneurs, mentors & industry people.
* Reading material e.g. market research reports.

* Research:

« Competitors — Who are they?

 Market — What size?

* Industry — What trends?
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How to Test your Business ldea through Customers

« Customer Interview:
A conversation with a specific aim.
» Questions that you want answered.

« Can be one-to-one or focus group.

* Customer Survey:

* A paper based questionnaire.

* By phone, mail, online or in person.
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Example of Survey Question

How important are the Extremely Somewhat | Undecided | Somewhat | Extremely
following features when unimportant | unimportant important | important
choosing a gym?

Reserving gym equipment in

advance 7

Early opening hours N

Tailored personal training plans <
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How to Test your Business |dea through Other Means

 Carry out a demonstration/Build a prototype:

A product, drawing, webpage or demonstration.

 Build a Homepage:

 Gather feedback on your business idea.

e Sell:

e Ultimate validation of idea.

* Must deliver product/service agreed.
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Exercise — Identify a Test for your Key Guesses

1. Jot down your critical assumptions.

2. Assign each with an appropriate test:

* Research

Customer interview/survey

Demonstration/prototype

Homepage

Sell
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Key Takeaways from the Session
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« Test your idea to:

« Maximise your chances of success.

A test is only as good as the data it offers.
 Ask the right questions.

« Consult the right sources.

* Learn as you go!

« Make decisions gradually with emerging information.
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