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Praise for UX Strategy, 2nd Edition

“If you want to learn how to build products that people want and
need, this book is a must read. UX Strategy covers what to do before
designing and coding—market research, validating business ideas,
prototyping, user research, and more.”

STEVE BLANK, COCREATOR OF THE LEAN STARTUP,
FATHER OF MODERN ENTREPRENEURSHIP

“Jaime Levy’s UX Strategy was a landmark book in the field of UX
when it came out—a must-have in anyone’s library. And now as
the field itself evolves and matures, it’s thrilling to see her updated
perspective on UX strategy in this second edition. This is the type of
book that gets better and better each time you dive in, and now with
updated content, there’s a wealth of new material to absorb. Clear,
practical, and from the heart: UX Strategy continues to deliver on
its promise of guiding strategy for digital products in a modern era.”

JIM KALBACH, CHIEF EVANGELIST AT MURAL AND AUTHOR OF
MAPPING EXPERIENCES AND THE JOBS TO BE DONE PLAYBOOK

“Life’s too short to design an amazing UX for something that nobody
wants. Save your time and resources by first practicing the lean

strategy techniques advocated in this book.”
ASH MAURYA, AUTHOR OF RUNNING LEAN
AND CREATOR OF THE LEAN CANVAS

“Designers are always looking for a way to have more impact with
their work. Jaime’s book is a foolproof guide for leveling up your
existing skills to inform product strategy.”

ANDY BUDD, DESIGN FOUNDER, SPEAKER, ADVISOR, AND COACH



“Stuffed full of best practices from leading thinkers across a range of
disciplines, Jaime Levy’s UX Strategy is essentially an MBA-in-a-book
for any designer. Her own stories and guidance make for a friendly and
personable read.”
STEVE PORTIGAL, USER RESEARCH CONSULTANT
AND AUTHOR, INTERVIEWING USERS AND
DOORBELLS, DANGER, AND DEAD BATTERIES

“Jaime Levy provides an easy-to-follow, no-nonsense, pragmatic, step-by-step
guide on how to develop and test innovative digital product ideas and value
propositions in a lean and efficient way. Full of tips and tricks, detailed
explanations, and very tangible advice—in short, a great, engaging guide
for all budding entrepreneurs, POs, UX designers, and others setting out in
human-centered product development.”

SVENJA VON HOLT, PRODUCT STRATEGY CONSULTANT AND
DIRECTOR OF INNOVATION STRATEGY, PORT BLUE SKY (BERLIN)

“This followup to the earlier edition further connects the theory of user
experience strategy with a practical, hands-on, business-savvy approach.
It provides both the strategy and tactics needed to create products and
services that can not only shine, but continue to grow. A must read
for any product designer, project manager, entrepreneur, or any other
innovative technologist.”
PAUL LUMSDAINE, UX DESIGNER AT NASA
JET PROPULSION LABORATORY

“Jaime Levy’s view on the strategic role of product design helped us to
transform the curriculum within our design department. My students love
her book because she teaches them in her unique punk rock way how they
can make a big impact as creatives.”

PROFESSOR RETO WETTACH, UNIVERSITY OF APPLIED SCIENCES
POTSDAM, SERVICE DESIGNER AND DESIGN STRATEGY CONSULTANT

“No microinteraction is going to save your product from a bad UX strategy.
Read Jaime’s book so that you're first designing the right thing, then worry
about designing it right.”

DAN SAFFER, AUTHOR OF MICROINTERACTIONS
AND DESIGNING FOR INTERACTION



“Jaime executed breakthrough UX long before it was called UX. Read this
book and learn how to get out of your customers’ way, and create value for
everyone who touches your stuff!”

DOUGLAS RUSHKOFF, MEDIA THEORIST, AUTHOR
AND HOST OF TEAM HUMAN, AUTHOR OF PRESENT
SHOCK AND PROGRAM TO BE PROGRAMMED

“UX Strategy provides a templated approach for gaining strategic alignment,
which helped my team at Boeing to dial in on the source of business problems
and the opportunity landscape. By meeting the business upstream, we started
to build cross-functional trust and found the footing to connect customer
goals and outcomes to higher-level business objectives.”

ANDREW WILBUR, PRODUCT DESIGN LEAD, THE BOEING COMPANY
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| Preface ]

STRATEGY IS ABOUT CONNECTING THE DOTS. IT REQUIRES YOU TO LOOK
at what’s happened in the past and what’s going on in the present to
make better guesses about the future. People who do strategy need
to be inquisitive, objective, and fearless. They need to be risk-takers
who, metaphorically speaking, stalk and kill their prey by going for the
throat. Just like the black-backed jackal on the cover of the book.

User experience (UX) strategy lies at the intersection of UX design and
business strategy. It is a practice that, when done empirically, provides a
much better chance of a successful digital product than just crossing your
fingers, designing some wireframes, and then writing a bunch of code.

This book presents a solid framework on the practice of UX strategy. It
is geared specifically for inventing innovative products and takes you
through numerous lightweight techniques that you can use regardless
of your work environment. The basic principles of business strategy do
not need to be a mystery requiring somebody with an MBA to under-
stand. Strategy, just like design, is something that you can master only
by practicing it.

Who Should Read This Book?

This book addresses the large knowledge gap between product design
and business strategy. It was written with the following types of prod-
uct makers in mind.

Product/UX strategist, product manager/owner, entrepreneurt, or member of
a corporate innovation team
You want to lead your team—designers, developers, market-
ers, and so on—to craft a successful product with a frictionless
UX. However, there are limitations on your time, cash, and other
resources, and that means focusing your team’s efforts on efficient

ix



product strategy techniques. You understand Lean Startup princi-
ples and want to cut corners on research and evaluation, but you
also know that you need to make decisions based on a sound strat-
egy. This book will provide you and your team with the necessary
lightweight tools for testing business ideas, conducting competi-
tive research, and validating marketing channels.

Product designer, UX/UI designer, or UX researcher

X

You're frustrated. You feel like you are a cog in the wheel making
design or research deliverables. You want your work to be more
innovative and holistic, but you aren’t involved with product defi-
nition at a strategic level. You fear that you are hitting a career wall
because you don’t have a business degree or marketing expertise.
This book will teach you how to push back when you find yourself
in the following situations:

- You're assigned to create user flows and wireframes for a prod-
uct that you believe is just a rip-off of an existing one. You
don’t want to spend the next six months reinventing the wheel.
This book will show you how to be innovative by systematically
cherry-picking functionality from your competitors and influ-
encers and integrating them with a less-is-more approach.

+ You have a stakeholder who is 100% certain that their product
vision is right, and you are told to implement it as is. You want
to do market research to help them deviate from their origi-
nal vision, but they won’t give you or your team the budget.
This book will demonstrate different options for being intra-
preneurial and collecting evidence regardless of the situation.

+ You have an existing product and are told to come up with new
features that will help acquire new customers and increase
engagement. This book will show you how to design experi-
ments using rapid prototypes for validating concepts through
online user research studies and landing page smoke tests.
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Why | Wrote This Book

What has kept me on my toes while being a product maker is being
a part-time professor of the evolving discipline of user interface (UI)
design and product strategy. Since 1993, I have taught everything from
graduate-level courses for engineering and psychology students to adult
education courses for working professionals who wanted to reposition
their career tracks with more marketable skill sets. But there was never
a perfect book in any of those situations that gave my students every-
thing they needed. Instead, I was constantly hounded to share my pre-
sentation decks, sample documents, and templates. I wrote this book
to finally consolidate into one resource everything I know about the
practice of UX/product strategy, which I learned from my work with
startups, agencies, and enterprises.

I also hope that aspiring strategists will gain from my years of profes-
sional experience. I've had a lot of ups and downs in my professional
and personal life, and they have informed my attitude toward trial and
error. This is why even from the beginning I didn’t want to write a dry
business or technology book. I wanted to write a book that chronicles
the vitality and fluidity of what we actually experience in the real world
of technological advances. I wanted to depict the entrepreneurial spirit,
which isn’t just about success or techniques that always work. [ wanted
to share that journey with the hope that you won't get as scuffed up as
I did along the way.

How This Book Is Organized

I organized this book based on how I have fine-tuned my process over
the years. Therefore, the first way to read this book is as it was origi-
nally intended—as a how-to guide to devise an innovative product. If
that’s how you choose to read it, you'll want to begin with an idea or
problem you hope to solve through an interface, because the only way
to learn how to swim is to get in the pool and get comfortable with the
unknown. As you and your team move through the chapters, you'll
unlock techniques in a linear order. Then, when you're acquainted with
all the techniques, you’ll be able to practice them in the future in what-
ever order works best.
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The book has 10 chapters. Chapter 1 establishes what UX strategy and
product strategy are. Chapter 2 introduces the UX strategy framework
that will shape all the tools and techniques in this book. Chapters 3
through 9 teach you how to perform product strategy techniques. And
finally, Chapter 10 wraps everything up with a brief conclusion.

What Is the UX Strategy Toolkit?

This book comes with a complimentary toolkit so that you and your
teams can begin using it immediately for nailing a valid strategy for
your product. I've been refining these tools for years with clients, using
them for both collaboration and output deliverables. They might seem
unwieldy at first, but they are a crucial starting place to learn founda-
tional tactics. As you read, you'll come across in-depth explanations of
how each tool works and the benefits that each one provides.

You can access the free UX Strategy Toolkit at: https://userexperience
strategy.com.

Make a copy of this workbook. If you prefer Google Sheets, be sure you
are signed into your Google account and click File>Make a copy. If you
prefer Microsoft Excel, click File>Download>Microsoft Excel (.xlsx).
With your own copy, you will have editing and sharing privileges, so
by all means, share it with your team. There are tabs at the bottom of
the spreadsheet with which you can toggle between the different tools.

UX strategy requires collaboration among team members and stake-
holders. It doesn’t matter whether you're a student in a classroom, a
fledgling startup, or a cross-functional team at an enterprise. The tech-
niques don’t work unless you all share the common goal of discovering
a solution through experimentation. The best way to collaborate in this
digital age is through cloud-based tools, and the cloud-based toolkit for
this book will help you to align your onsite and remote teams to a prod-
uct vision. It’s also great because you can work together synchronously
and asynchronously in the same document.
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How to Contact Us

Please address your comments and questions concerning this book to
the publisher:

O’Reilly Media, Inc.

1005 Gravenstein Highway North

Sebastopol, CA 95472

800-998-9938 (in the United States or Canada)
707-829-0515 (international or local)
707-829-0104 (fax)

We have a web page for this book, where we list errata, exam-
ples, and any additional information. You can access this page at
https://oreil.ly/UX_ Strategy?2.

To comment or ask technical questions about this book, send email to
bookquestions@oreilly.com.

For news and more information about our books and courses, see our
website at http://www.oreilly.com.

Find us on Facebook: http://facebook.com/oreilly
Follow us on Twitter: http://twitter.com/oreillymedia

Watch us on YouTube: http://www.youtube.com/oreillymedia
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[1]

What Is UX Strategy?

Two roads diverged in a wood, and I—

I took the one less traveled by,

And that has made all the difference.”
—ROBERT FROST

LAST YEAR, I WAS IN A BAD MOOD AFTER A SUNDAY AFTERNOON MEET-
ing with a colleague who needed help planning a workshop. Maybe it
was because I disdain working on weekends. Maybe it was because
commuting from the Eastside to the Westside in Los Angeles is always
a horrible idea. Or maybe it was because the thought of leading a glo-
rified brainstorming session for C-suite execs just never sits well with
me. Whatever the reasons, my mood got even worse when the car
behind me hit mine so hard that my half-eaten foil-wrapped burrito
flew from my backseat and into my windshield.

The driver and I immediately got off the jammed freeway to safely deal
with the incident on a residential street. My car was so smashed up
that the gas tank had become unhinged. Fortunately, neither of us was
hurt. The other driver was insured and even apologetic. Anyway, while
I stood on the side of the road feeling all my feelings with this stranger,
I knew that the next task was to figure out how to process my first claim
with my high-tech car insurer Metromile.

Metromile is a San Francisco—based mid-sized startup that aims to dis-
rupt the auto insurance sector with their innovative business model
and use of telematic technologies. Instead of charging customers a
fixed premium for a yearly policy, they use a low monthly base rate
plus a pay-per-mile pricing fee. Even though I live in Los Angeles, I
actually don’t drive very much because I don’t have a daily commute

* Robert Frost, “The Road Not Taken,” Mountain Interval (New York: Henry Holt), 1916.



to a full-time job. So in 2018, I decided to see how much my monthly
payments would go down if I switched from a traditional insurance
provider to this tech disruptor. A few days after I signed up, I received
a small wireless Metromile Pulse device in the mail. Then I plugged
it into my car’s onboard diagnostic port for tracking my logistical data.
In the first month, my monthly premium dropped 40%! I was hooked.

But now it was really showtime. The model of insurance as a product
is that you pay a company to safeguard you against certain risks: unex-
pected health crises, natural disasters, or car accidents. Often, custom-
ers don't really interact with their provider beyond their payments until a
need occurs. But Metromile is different from traditional providers in that
it has different touchpoints. For example, it has a well-designed mobile
app that uses their telematics technology to give drivers information
about their car’s health, location, and driving patterns. And as a curious
UX-er, I toyed with it from time to time. But generally, when customers
in the United States need to interact with their insurers, they navigate
a complex bureaucratic system that is not user-friendly. So how would
Metromile treat me and my smashed-up car? Perhaps the savings were
great, but could the entire product turn into a major hassle?

Typically, the first thing a US driver does after an accident is call the
customer-support line of their insurance company. A representative takes
down details about the incident and the other driver to open a claim for
you on your account. This begins the process through which the insur-
ance investigates and then pays for or reimburses you for any costs.

But Metromile has this process available on their app, and I was game
to try it. (See Figure 1-1.) So while I stood next to the other driver, I went
through an intuitive flow that dropped me into their claims funnel. It
even used geolocation for finding the exact location of the accident so I
didn’t need to take note of street signs. In addition, like anybody after
an accident, I was rattled. But the app’s checklist took care of every-
thing. It made sure I collected the other driver’s name and address,
took a photo of her license and car insurance, gathered any witness
details, and took photos of my car and hers to document the damage.
The guidance kept me calm and attentive to the matter at hand. It took
less than 10 minutes.

2 UX STRATEGY



Search ull 7 3:55 PM

ull T-Mobile & 4:27 PM v ull T-Mobile = 4:33PM

FILE A CLAIM

FILE A CLAIM FILE A CLAIM

M Accident Checklist X M Incident Details

Step 1:Please take 4

photos of the damage. Did the airbag(s) deploy?

Be Safe Take your photographs in a well-

Check for any injuries and attend to
anyone who needs help. Move the

cars to a safe place with the hazard Is the vehicle driveable?
lights on, but do not leave the scene. o
4 z Yes No

Record the Incident Focus on the damage. Get a mix of close-
ups and full shots for context. . .
Is there damage on your vehicle that is

Survey the accident scene and take LA
unrelated to this incident?

pictures of everything you see,
including the license plate on the

fsivehicles Yes
other driver's vehicles when

possible. Exchange names, phone
numbers, and insurance information
with the other drivers, and take Please rate your damage severity based

on dropdown below:
pictures of their driver licenses. P

toh Qmall ding

FIGURE 1-1
Various screens within Metromile’s claims flow

The other driver and I hugged goodbye, then parted ways. By the time I
got home, there was an email from Metromile with a list of local repair
shops. It also prompted me to choose a rental car provider so that they
could meet me at the exact time I chose to drop my car off at the repair
shop. While my car was in the shop, I drove around Los Angeles in a
cool black jeep while Metromile handled negotiations with the other
driver’s insurer to help me avoid paying my own $500 deductible.
Basically, somehow, this startup managed to take what is typically a
very fraught customer experience for many Americans and turn it into
something frictionless. And their success wasn’t just about user experi-
ence (UX) design.” It was actually more about their UX strategy.

* Andrew Kucheriavy, “How Customer-Centric Design Is Improving the Insurance Industry,”
Forbes, April 17, 2018, https://oreil ly/8-Ceg.

1. WHAT IS UX STRATEGY? 3


https://oreil.ly/8-Ceg

The Evolution of the Term UX Strategy

I first came across the term UX strategy in print in 2008 in Mental
Models by Indi Young.” At the time of the book’s writing, Young was
attempting to help UX design ascend to a more strategic level. As such,
she offered her readers a mini-manifesto along with an equation for
experience strategy written by Jesse James Garrett, which you can see
in Figure 1-2.

Experience Strategy .

The strategy that you develop for your product ought not evolve in isola-
tion. Even though the value of user experience is clear, your over-arching
reasons for providing something should be considered with equal weight.

Jesse James Garrett describes the phrase Experience Strategy thusly:
Experience Strategy = Business Strategy + UX Strategy

A mental model helps you visualize how your business strategy looks com-
pared to the existing user experience. Thus, it is a diagram that can support

your experience strategy.

FIGURE 1-2
Sidebar from the book Mental Models © 2008 Rosenfeld Media, LLC

Experience strategy was a new discipline that Young and Garrett were
shaping as some of the founders of Adaptive Path in San Francisco.
They combined methods from different disciplines, including busi-
ness strategy and user research. I really wanted to understand what UX
strategy meant and why adding business strategy to it turned it into
experience strategy.

Over the course of my career working with agencies, startups, and
enterprises, I've seen and heard many definitions of the term UX
strategy. The problem with evolving technology terminology is that it
causes confusion for clients, stakeholders, recruiters, HR departments,
universities, and, most of all, new designers. I saw the same kinds of

* Indi Young, Mental Models (New York: Rosenfeld Media, 2008).

4 UX STRATEGY



semantic debates in the early 2000s with the conflicting interpretations
of user experience design and interaction design and in the early 90s with
new media and multimedia.

WHAT UX STRATEGY WAS IN THE FIRST EDITION OF THIS BOOK

In the first edition of this book released in 2015, I said that UX strategy
is the process that should be started first before the design or devel-
opment of a digital product begins. It’s the vision of a solution that
needs to be validated with real potential customers to prove that it’s
desired in the marketplace. Although UX design encompasses numer-
ous details such as visual design, content messaging, and how easy it
is for a user to accomplish a task, UX strategy is the “big picture.” It is
the high-level plan to achieve one or more business goals under condi-
tions of uncertainty.

The first edition also included an interview with another Adaptive Path
founder, Peter Merholz. In it he said:

In an ideal world you wouldn’t need UX strategy, because it would just
be a component of your product or business strategy. We’re moving
into this ideal world, | think. We’re seeing more and more often that
UX is considered a part of a broader strategy. But, | think the separate
and distinct concept of UX strategy was necessary for us—at least so
we could focus on it—to shine a light on it and develop a toolkit to then
wrap up in product strategy.”

Fast-forward six years, and Merholz was mostly right. The UX strategy
practice I described in my first edition is now synonymous with prod-
uct strategy. Meanwhile, the term UX strategy is most frequently used
to mean strategically executing UX at a particular organization or busi-
ness unit: how the UX department should be run, how to assess and
grow your team’s capabilities, how to broaden your UX team’s reach
and influence, and how to prioritize UX projects that can have the most
return on investment (ROI)." It is more process focused.

* Jaime Levy, UX Strategy, 1st ed. (Sebastopol, CA: O’Reilly, 2015).

T Jared Spool, “A UX Strategy Workshop Led by Jared Spool,” Creating a UX Strategy
Playbook, https://playbook.uie.com.
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SO THEN WHAT IS PRODUCT STRATEGY?

Traditional product strategy describes who your customers are, how
your product fits into the current market, and how it will achieve busi-
ness goals. It starts with the product vision and ends with a roadmap
on how to tactically get there. In an enterprise environment, a clear
product strategy is crucial for aligning with stakeholders. It typically
is led by a director of product, a product owner, or product manager.
The strategy process covers bringing a product to market and taking it
through growth and maturity and eventually through decline.

But the discipline of product strategy has also evolved. It now places
a stronger emphasis on satisfying the customer’s needs through user
research and design practices. And the job titles are evolving along
with it. UX designers now call themselves product designers. And I've
watched many former UX strategists rebrand themselves as product
strategists. Perhaps I will too.

WHY STRATEGY FOR DIGITAL PRODUCTS IS CRUCIAL

The purpose of any strategy is to create a game plan that looks at your
current position and then helps you get to where you actually want
to be. Your strategy should play to your strengths and be mindful of
your weaknesses. It should rely on empirical, lightweight tactics that
quickly move you and your team—because let’s face it, you're probably
not doing this alone—toward your desired destination. Strategy goes
beyond the abstract nature of design and into the land of critical think-
ing. Critical thinking is disciplined thinking that is clear, rational, open-
minded, and informed by evidence.” A valid strategy is the difference
between success and failure. In the digital product world, chaos—time
delays, increased costs, and bad user experiences—gets exacerbated
when there is no shared product vision among team members.

A shared product vision means that your team and stakeholders have
the same mental model for your future product. A mental model rep-
resents someone’s thought process about how a thing works in the real
world. For instance, when I was 10 years old, I believed the way my
mom got cash was by going to a bank, signing a slip of paper, and then
receiving the funds from the teller. When I was 20, I believed I needed

* “Critical Thinking,” Wikipedia, https://oreil.ly/]3418.
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to take a bank card and key code to access an ATM  St3le mental models
to get cash. But if you were to ask my 16-year-old son are overturned.
how to get cash, he would tell you to go to the super- ~ =~

market and ask for cash back when you pay for your Life is disrupted for
groceries. The 2021 mental model for getting cash  the better!

is very different from the 1976 mental model. That’s

because new technologies and new business processes come together

to offer a more efficient way for people to accomplish tasks.

This is why I prefer to work with open-minded clients, whether they
be startup founders or enterprise executives. Open-mindedness means
that they are receptive to challenges and experimentation, and they
understand that there is a chance their initial business idea might not
be sustainable. If I see that a potential client is fixated on an idea and not
open to the possibility of deviation, then they don’t need my help. My
favorite clients are the ones who truly want to change a mental model
and are open to experimenting their way to a successful outcome.

Even though envisioning innovative products is fun, it’s hard to get
people to change their behavior. Customers have to see the value in
the new way before they’ll consider abandoning the old. Devising new
products to solve serious dilemmas is not for the faint of heart. You
must be passionate and at least a little crazy to run headlong into all the
obstacles that inevitably will get in the way.

Yet it’s the passion to solve a problem, change the world, and make it
an easier place to live in that makes for game-changing products. And
this passion is not limited to entrepreneurs who quit their day jobs. It
also emboldens people who have titles like product owner, UX/product
designer, or developer. These are people who are also passionate about
using technology to conceive products that customers want. When you
bring these types of people together, you have the necessary means to
potentially make magic happen and destroy outdated mental models.

My goal in this book is to demystify the practice of UX strategy so that
you can do just that. You'll be able to immediately apply product strat-
egy techniques to your projects in a variety of settings to keep you and
your team from getting overwhelmed no matter what limitations you
face. The techniques discussed in this book can be used for inventing a
new product or revamping an existing product. An existing product is
still susceptible to technological advances, new competitors, and shifts
in consumer expectations that could unexpectedly shorten its life cycle.

1. WHAT IS UX STRATEGY? ‘ 7



As a product matures with a growing user base, it’s crucial to revisit
your strategy. Thus, conducting validation experiments to discover new
customer segments, marketing channels, and revenue streams is a job
that is never done.

I'll show you how it can happen through a variety of case studies. I'll
even reach back into my family ancestry because I know I was inspired
to be entrepreneurial from watching and learning from my family.
You’'ll see how the journey is the reward no matter if you're a teacher,
student, or maker. You'll also see that no matter the project or the cir-
cumstances, producing inventive products is like being on a roller
coaster, and the only way to keep the product on the rails is to use an
evidence-based approach for reducing uncertainties.

You can face uncertainty in one of two ways. You can take the safe route
and avoid making any detours. Or you can choose a road less traveled
and see where it goes. The first option might be more direct and is cer-
tainly easier. But for me it’s far more alluring to blaze a new trail.
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[2]
The Four Tenets of UX Strategy

In war, let your great object be victory, not lengthy campaigns.”
—SUN TZU, ART OF WAR

A STELLAR UX STRATEGY IS A MEANS TO DISRUPT THE MARKETPLACE
through mental model innovation. Because what’s the point in spend-
ing time and energy crafting a product that isn’t unique? Or, at the
very least, is a much better alternative to current solutions found in
the marketplace?

To realize that advantage, we need a framework in which to connect
all the dots that will build a cohesive UX strategy. In this chapter, I'm
going to break down the most important tenets that you need to under-
stand in order to successfully implement the tools and techniques in
this book. Think of it as a primer to get you and your team thinking
like strategists.

How | Discovered My UX Strategy Framework

In the digital world, strategy usually begins in the discovery phase. This
is when teams dig deep into research to reveal key information about
the product they want to build. I've always liked to think of the discov-
ery phase as similar to the pretrial discovery process used by attorneys
in the United States. To avoid a “trial by ambush,” lawyers can request
to see the evidence of the opposing counsel in order to prepare suffi-
cient counterevidence. In this way, attorneys try to avoid surprises, and
you as a product maker should also want to strategically do just that.

* Sun Tzu, Art of War, trans. Lionel Giles (London: Luzac and Co., 1910).



My first chance to practice UX strategy occurred in 2007. At the time,
I was the UX lead at a digital agency called Schematic (now Possible)
working on the website redesign of Oprah.com. Along with the other
team leads, I flew into Chicago to kick off our discovery phase.

Before that moment, my 15 years of professional experience focused
on interface design and integrating new technologies such as Flash
into interfaces to create “cutting-edge” products. Often, I was handed
a massive requirements document that listed hundreds of “essential”
features. Or, I was given a flimsy project brief with pretty comps that
stated what the final product should look like and accomplish. Based on
these documents, I made a site or application map that catered to a spe-
cific set of use cases that enabled those interactions. Because it was typ-
ically too late at that point to challenge the rationale behind the product
vision, I could only hope that my creation delivered value for both the
end users and the stakeholders. But I was just supposed to design on
time and on budget.

But in 2007, I watched our UX director, Mark Sloan, get a dozen conten-
tious stakeholders—no, Oprah wasn’t there—on the same page. Mark
used consensus-building techniques such as affinity maps, dot voting,
and forced ranking” to help us understand all the different pieces of
content and critical functionality that would make up the system we
had to revamp. This discovery phase helped us—the stakeholders and
product team—examine our goals to make a better platform for the
millions of devoted Oprah fans of the world.

After all the workshops, we were given one week to knock out a discov-
ery brief, including concept-map analyses, a recommended feature list,
and user personas. We did request additional time and access to inter-
view Oprah’s website users so we could learn from them firsthand.
Instead we were told to just create the personas based on the demo-
graphic and psychographic marketing data provided. Since the process
was entirely new to me, [ naively fabricated three totally bogus perso-
nas. (To see what I should’ve done, check out Chapter 3.)

%

Dave Gray, Sunni Brown, and James Macanufo, Gamestorming: A Playbook for Innovators,
Rulebreakers, and Changemakers (Sebastopol, CA: O'Reilly, 2010).
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One week later, the product team and I presented the discovery brief
defining the product vision. Because the stakeholders were eager to
get started, they immediately approved it. Our digital team was off and
running on an implementation phase that lasted over six months and
contained many emotionally fueled hand-offs. There were hundreds
of pages of wireframes and functional specifications traded between
stakeholders, designers, and developers.

But this discovery brief was never referenced again. The personas and
proposed solution were never validated by existing customers. The
stakeholders went back to fighting for whatever prime real estate on the
screen they could grab for their particular business units. But there

was something good that came out of that discovery o
phase for me: I was a UX designer who finally got a | could not imagine
taste of what a UX strategy could potentially be. Twas ~ Just being a wireframe
ruined. I needed to be working on projects where monkey anymore!
user research and business strategy were given

more weight.

The following year I started work for another digital agency (Huge)
where I was able to focus my energy more directly on the discovery
phase. I had a seat at the table to help shape the UX strategy and decide
how best to validate that it was on target. I no longer had to feel fraud-
ulent for spending so many waking hours building products for which
I lacked a deep understanding of the customer segment and the busi-
ness model.

Today, I run my own practice that specializes in strategy for digital
solutions, and since my first discovery phase, I've learned a lot about
how to make it an iterative, lightweight, and empirical process of
intense collaboration among stakeholders, designers, developers, and
so on. Because when everyone shares a product vision, you and your
team have a greater chance at changing the rules of the game for your
product, company, and future customers.

However, I do want to acknowledge that this methodology is my version
of UX strategy and might be different from other strategists’ method-
ologies. That’s what happens when a new discipline or methodology
arises; people will find their own approach, but even within those dif-
ferences, we all have the same ultimate goal: to deliver a successful
product that customers want.

2. THE FOUR TENETS OF UX STRATEGY 11



So, with all that said, cue the drumroll to introduce my UX strategy
framework, as presented in Figure 2-1.

BUSINESS STRATEGY VALUE INNOVATION

FRICTIONLESS UX

FIGURE 2-1
The four tenets of UX strategy

My formula is this: UX Strategy = Business Strategy + Value Innovation
+ Validated User Research + Frictionless UX.

These are the four tenets that make up my framework. You need to
understand how each tenet interacts and affects one another. It’s not
enough to research your marketplace if you can’t identify an innovative
value proposition. It’s not enough to design a seamless UX if you can’t
validate that users want your product. It’s like playing a game of chess.
You want to be thinking several moves ahead and be aware of how all
the pieces can be used to support your game-winning strategy. Using
the techniques and tools in the subsequent chapters will help you in
your quest to beat your opponents.
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Lessons Learned

* The discovery phase is where UX strategy begins. UX strategy is
based on four tenets: business strategy, value innovation, vali-
dated user research, and frictionless UX.

* The output of the discovery phase should be based on empirical
evidence, such as getting direct input from target users before
going straight from an idea to wireframes and development.

* How a team executes a discovery phase can be the determining
factor for whether or not a product will ultimately deliver real
value for the customers and the business.

Tenet 1: Business Strategy

Business strategy is the top-line vision of the company. It ensures the
long-term growth and sustainability of the organization. It governs the
stakeholders’ decision-making process about which initiatives may lead
to greater profitability and success. The business strategy is the basis
for the core competencies and offerings, which are the products. In this
book, I will use the term products to refer to digital products, services,
platforms, and hybrid customer experiences with both digital and non-
digital touchpoints, such as with Metromile.

The business strategy identifies the company’s guiding principles for
how it will position itself and still achieve its objectives while beating
the competition. For this to happen, the business must continually
identify and utilize a competitive advantage. A competitive advantage
is essential to the company’s long-term existence.

COST LEADERSHIP VERSUS DIFFERENTIATION

In his classic book Competitive Advantage,” Michael Porter lays out the
two most common ways to achieve a competitive advantage: cost lead-
ership and differentiation.

* Michael Porter, Competitive Advantage (New York: Free Press, 1985).
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The advantage behind cost leadership comes from offering the lowest
price for products in a particular industry. Whether it is the cheapest
car, television, or hamburger, this was the traditional way that compa-
nies achieved dominance in the marketplace. In the past, we saw how it
worked through pre-internet companies like Walmart and McDonald’s.
However, we also see it today with companies like Amazon and Uber.
One of the main reasons they remain dominant in the marketplace
is that they offer consumers convenient services at low prices. That’s
why they’re chosen over all the rest. Of course, these practices come at
a cost—Amazon and Uber are often rightly accused of employee/con-
tract worker exploitation and malpractice"—but the rampant growth of
these companies continues.

But what happens when prices hit rock bottom? Then, the battle needs
to be about what makes the product better. This brings us to Porter’s
second type of competitive advantage: differentiation. Because we are
inventors planning to build breakthrough solutions, this is where our
actual power lies. With differentiation, the advantage is based on a new
or unique product or a unique aspect of the product for which custom-
ers will pay a premium because of its perceived value.

As consumers, we choose one product over another based on the things
we personally value, ranging from the product’s usefulness to how
much pleasure we derive from it. That perceived value is very import-
ant, and it’s what helped transform a little cafe and cup o’ joe into the
crazy success story of Seattle-based Starbucks at the turn of the cen-
tury. It’s also the reason why people continue to pay up to $5 for a bever-
age. There’s an experience wrapped into the product. It used to start the
moment a customer stepped into the store and smelled freshly roasted
coffee. But now the journey can span from the mobile app to when the
customer picks it up at their local Starbucks to when that person tosses
their cup and sleeve into the trash.

* Tyler Sonnemaker, “Amazon Employees Say They're Scared to Go to Work, but They're
Not Alone—Here Are 9 Big Companies Facing Worker Criticism Over Their Coronavirus
Safety Response,” Business Insider, May 1, 2020, https://oreil.ly/vfuog.
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HOW UX DIFFERENTIATION RELATES TO BUSINESS STRATEGY

Differentiated user experiences have completely revolutionized the
way we communicate with the world. Consider what the world was
like before microblogging. When it was released in 2006, Twitter con-
founded users with its initial 140-character limit. But the limit turned
out to be a valuable perk, especially with respect to news updates. Today,
many users don’t check traditional news outlets for instant updates;
they check Twitter. When Hurricane Sandy pounded the East Coast in
2012, the power went out, but more than 20 million tweets occurred
among users, residents in the storm, and media and government out-
lets.” I know I spent some time on Twitter, tweeting to friends in New
York about the hurricane updates I saw on TV from my home on the
West Coast.

Another tool that has distinguished itself from the competition with
a UX differentiation is the map app Waze. It combines crowdsourced
data with GPS navigation, thereby allowing users to find the quickest
route to their destination at that moment. By merely driving around
with Waze open, users passively contribute traffic and other road data
to the network. Users can also take a more active role by sharing road
reports on accidents, police traps, or any other hazards along the way,
helping others in the area with a heads-up about what surprises might
be ahead of them. In June 2013, Waze (an Israeli startup) was acquired
by Google for $1.1 billion. Now, Waze still offers its distinct UX to its
users, but its data is also channeled into Google Maps." Clearly, Google
recognized Waze’s competitive advantage and chose to adopt Waze
rather than compete against it.

Products such as Facebook didn’t kick the collective asses of competi-
tors like MySpace or Friendster because they were the cheaper alterna-
tive. Facebook won the field because it offered a differentiated UX that
was perceived by users as more valuable and everyone adopted it. In

* Emily Guskin, “Hurricane Sandy and Twitter,” Pew Research Center, November 6, 2012,
https://oreil.ly/IDO;.

T “New Features Ahead: Google Maps and Waze Apps Better Than Ever,” Google Maps Blog,
August 20, 2013, https://oreilly/9-3sx.
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2007, Facebook leveraged their mass adoption into an innovative busi-
ness model: monetizing user data to sell micro-targeted advertising. As
Douglas Rushkoff wrote for CNN back in 2011:"

“On Facebook we're not the customers.
We are the product.”

What Rushkoff meant was that users should be aware that products
that seem free do come with a cost. And the cost is our privacy, among
other things. Since 2007, this business model has only become more
prevalent. Numerous corporations today monetize the data exhaust of
users, though both governments and mainstream media worldwide are
finally taking action against these types of questionable practices.

User Versus Customer

The traditional definition of users is people who use something, and cus-
tomers are people who pay for something. But this bifurcation becomes
convoluted when trying to apply it to modern business models.

For some B2C (business-to-consumer) solutions, the users of the product or
service are the customers. An example of this is Dropbox. Users who sub-
scribe to one of Dropbox’s paid plans are paying customers, while those using
the free version are nonpaying customers. Both paying and nonpaying cus-
tomers need to find value in the cloud storage platform for it to be successful.

But this premise breaks down when you introduce third parties like adver-
tisers. As mentioned previously, Facebook sells its users to its customers
(advertisers). In this case the users and the customers have two distinct expe-
riences with the product. Like with traditional media, if you don’t have users
or an “audience,” then you can’t sell advertising. So the user experience is still
mission critical for Facebook, but it is optimized to sell advertising.

For B2B (business-to-business) solutions, the users of the product or ser-
vice are not the customers. The customer may be the CTO who decides
what software products to purchase for the company, while the user is the
employee who will be using the products. This is why in certain chapters, |
will specifically call out how my techniques need to be modified.

* Douglas Rushkoff, “Does Facebook Really Care About You?” CNN, September 23, 2011,
https://oreil ly/DS]-k.
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THE BUSINESS MODEL CANVAS

A business model describes the rationale of how an organization cre-
ates, delivers, and captures value. I'm going to dissect this common
definition in the context of digital products. By create, we are talking
about the thing that our entire product team designs and imple-
ments—i.e., mobile app production. By deliver, we are talking about
the way that thing is put in front of our customers—i.e., smartphones,
the app store, and the internet. By capture, we are talking about the way
that thing ultimately generates something deemed worthy—i.e., tons
of users to monetize. The logic that explains the workings of all of these
elements is our business model.

The process of business model construction is foundational to a busi-
ness strategy. As Steve Blank writes, a business model describes the
“flow between key components of the company.” This quote comes
from Blank’s customer development manifesto in which he chal-
lenges product founders to stop writing static business plans. Instead,
he encourages them to adopt a flexible one-page business model that
requires all of the key components to be validated using empirical, cus-
tomer-facing discovery methods. To get a sense of these key compo-
nents, let’s take a look at a tool called the Business Model Canvas and
apply it to the company Metromile from Chapter 1.

In their seminal book Business Model Generation,” authors Alexander
Osterwalder and Yves Pigneur deconstruct each of the nine essential
building blocks of a business model so that visionaries can system-
atically think through the logic of how the company will eventually
make money. Blank also refers to this tool in his own work on busi-
ness-model creation. What’s relevant to us in this book is how many of
these components will align with the UX strategy for a digital product.

They are as follows (see Figure 2-2) and listed below the diagram in the
logical order in which the components should be tackled:

* Steve Blank and Bob Dorf, The Startup Owner’s Manual (Hoboken, NJ: Wiley, 2012).

7 Alexander Osterwalder and Yves Pigneur, Business Model Generation (Hoboken, NJ: Wiley,
2010).
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FIGURE 2-2

Business Model Canvas: Nine business model building blocks, Osterwalder,

Pigneur, et al. 2008
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1. Customer segments

Who are the primary customers? There may be more than one cus-
tomer segment, each requiring a distinct offering. What is the sim-
plest way to describe each segment?

For Metromile: The primary customer segment is low-mileage driv-
ers based in states in the USA where Metromile insurance is offered.

2. Value propositions

What is the core value of the service or product that the business
promises to deliver to the customer?

For Metromile: The biggest thing they are promising is savings
on insurance through their pay-per-mile pricing model. They also
promise a frictionless claim-processing system and features like
trip and fuel summaries, street-sweeping alerts in certain cities,
and an engine-code decoder. Additionally, they offer insurance to
short-term car renters who need fractional insurance policies.”

3. Channels

How will we reach our customer segment? What are all the cus-
tomer touchpoints when they come into contact with the product?

For Metromile: They reach their potential and acquired customers
through their online website, mobile app, social networks, and their
24/7 claims team and customer support available by phone, email,
and a variety of digital channels like SMS, Facebook Messenger, etc.

4. Customer relationships

This describes the type of relationship that the company is going
to have with the customer. It can range from a personal concierge
service to impersonal self service where the customer never actu-
ally comes into contact with a human being.

For Metromile: They offer personal service or automated assistance.
Like traditional providers, they offer a white-glove phone-based sales
team for those who prefer to speak to someone when signing up. But
I personally onboarded myself through their website. I never spoke
to a human until after I had filed my car accident claim.

* “Metromile and Turo Are Teaming Up to Redefine Auto Insurance,” Metromile Blog, May
20, 2019, https://oreil Iy/TfWU_.

2. THE FOUR TENETS OF UX STRATEGY

19


https://oreil.ly/TfWU_

5. Revenue streams

A revenue stream is how the company makes money. There are
numerous ways for a company to make revenue, including adver-
tising, subscriptions, direct sales, premium features, and transac-
tion fees.

For Metromile: They charge customers a monthly base plus a pay-
per-mile usage fee.

6. Key resources

What strategic assets must the business have to make the product
work? The assets can be human, financial, intellectual, or physical.
It can be something that needs to be developed.

For Metromile: Their first key resource that needed developing was
a team of humans to build their Metromile Pulse device for accu-
rately capturing and synthesizing their customers’ driving data.
Then they needed to build a platform for more efficiently process-
ing claims through artificial intelligence and machine learning.
They also needed the people who developed and designed the plat-
form as well as the claims team members to make sure their cus-
tomers were getting handled properly.

7. Key activities

What are the key activities the business must do in order for their
business model to work? This includes activities that enable them
to acquire customers and ensure that they experience the value
proposition. The behind-the-scenes activities are also identified to
ensure that the company functions to deliver those promises.

For Metromile: They need strong marketing and sales, product,
design, engineering, efficient claims processing, and so on.

8. Key partners

20

What partnerships and suppliers does the business need in order
to deliver the value proposition?

For Metromile: They rely on partners for different aspects of their
value proposition, such as auto repair shops, car rental providers,
roadside assistance, glass repair, and short-term car rentals.

UX STRATEGY



9. Cost structure
What are the major costs that will be incurred to make the busi-
ness model work? Are there fixed costs that won’t go away? Are we
trying to cut costs by throwing out the frills?

For Metromile: Their biggest cost is for the repair of vehicles from
customer claims. Fixed costs include employee salaries, rent, com-
puters, internet hosting services, and insurance.

By using the canvas, product makers can systematically collect all their
hypotheses about their product in one place. They then revise it as
they move through the discovery phase, and it’s something you’ll see
as we go through all the techniques in this book. For this tenet, how-
ever, it is another place in which we can see how business strategy and
UX strategy intersect. So many of the concerns of the Business Model
Canvas—customer segments, channels, value propositions, revenue
streams, and customer relationships—are elements that are essential
to creating a product’s online and offline experience, which as you've
learned, is key to our competitive advantage.

This leads us to how the Business Model Canvas also calls out the
importance of collaboration among stakeholders and team members in
the discovery phase. Categories such as key resources, cost structure,
and partnerships aren’t something that a product manager or designer
should think up in a vacuum. Rather, these categories are where the
stakeholders can offer a wealth of insights.

THE LEAN CANVAS

Another great tool for testing business model hypotheses is called the
Lean Canvas. It was created by Ash Maurya in 2010—about two years
after the Business Model Canvas was put forth. Maurya said, “My main
objective with Lean Canvas was making it as actionable as possible
while staying entrepreneur-focused.” It’s also more self-explanatory,
and it focuses on the problem that needs to be solved. Let’s take a look
at the Lean Canvas (see Figure 2-3) for Metromile to compare it to the
Business Model Canvas. The numbers represent the logical order to
attack each component.

* Ash Maurya, “Why Lean Canvas vs Business Model Canvas?” Leanstack,
https://oreilly/z]YVu.
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FIGURE 2-3

Lean Canvas: Adapted from the Business Model Canvas, Ash Maurya, 2010
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The Lean Canvas replaces four components (key activities, key
resources, key partners, and customer relationships) from the Business
Model Canvas with the following:

2. Problem
These are the top three problems that the customer segment faces.

For Metromile, there were three problems to solve:

« My car insurance is too expensive for me considering how lit-
tle I drive.

« Whenever I have to file a claim, it’s a terrible experience.

« My car insurance provider does nothing but put me on hold
forever when I call.

4. Solution
These are the top three potential solutions to the problems.

For Metromile, there were three solutions to strive for:
« Pay-per-mile pricing
- Frictionless claims processing system

- High-touch customer service, frictionless user experience
(desktop + native app) with helpful features that go beyond just
viewing the policy

8. Key metrics
Key metrics are the activities that drive retention and revenue.

For Metromile, they are:
- New customer sign-ups
« Overall satisfaction with the claims experience
+ High NPS and CSAT scores

« App engagement
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9. Unfair advantage
An unfair advantage is something that can’t be easily copied or
bought.

For Metromile, they have these unfair advantages:
« ADA Claims Automation System
- Market leader in pay-per-mile

« Telematics data for all of its policyholders as opposed to just a
segment of them

There are other canvases out there as well, but these two are the most
well-known. What matters most is that you have malleable documents
that track your business model assumptions and learnings so they can
be shared and discussed with other people. These tools serve as start-
ing points for relevant conversations about the business model and
product strategy. They are not foolproof executable plans for your busi-
ness strategy.

Also, as the product scales and the market evolves, the business strategy
must be nimble. For a new product, a strategy probably revolves around
just getting enough product/market fit" to raise financing or grabbing
enough market share so that they can leverage their user base into a
competitive advantage. But, for a more mature company, the strategy
is about building on the company’s core value proposition while trying
to evolve the company’s infrastructure and internal processes to sup-
port that growth, often called digital transformation. Netflix is a great
example of a company that has gone through more than one digital
transformation. Netflix started out delivering DVDs in the mail, but
then it became a major video streaming service. Now Netflix’s original
content has become an even bigger part of its business. Imagine how
their infrastructure, systems, and workforce has had to change to do
all of this.

It is in this way that what might have been the business model or com-
petitive advantage in the early life cycle of the product might not be
the same in later phases. Nevertheless, in chasing this moving target,

* “Product/Market Fit,” Wikipedia, https://oreil ly/M UHoc.
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companies must continue to experiment with varied offerings so that
they can scale, remain competitive, and continue to offer value to users
in an ever-changing marketplace.

Tenet 2: Value Innovation

As product inventors, we must be hyperaware of all the changing mar-
ket dynamics. We must understand how and why people use their
devices and what defines a successful and a failed UX. The reason is
that a user’s first contact with the interface generally determines suc
cess or failure. It provides the user with their first impression of your
value innovation, and it is value innovation that creates new mental
models for people.

Before we delve into value innovation, let’s discuss the word value.
The word is used everywhere. It’s found in almost all traditional and
contemporary business books since the 1970s. In Management: Tasks,
Responsibilities, Practices,” Peter Drucker discusses how customer val-
ues shift over time. He gives an example of how a teenage girl will buy
a shoe for its fashion, but when she becomes a working mother, she will
probably buy a shoe for its comfort and price. In 1985, Michael Porter
defined the term value chain as the chain of activities that a firm oper-
ating in a specific industry performs in order to deliver a valuable prod-
uct that serves the business model and its customers." Figure 2-4 illus-
trates a traditional value chain for a physical product manufacturer.

[ ResearchH Design H Source HManufactureH Market H Sell H Service]

FIGURE 2-4
The traditional value chain

That is the business process that Toyota uses to make vehicles and that
Apple uses to make computers and devices. During each of the activ-
ities in this value chain, opportunities exist for companies to identify
and outperform their competitors. But, the left-to-right linearity of this
chain was originally intended for physical products. By contrast, digital

* Peter Drucker, Management: Tasks, Responsibilities, Practices (New York: Harper Business,
1973).
7 Michael Porter, Competitive Advantage (New York: Free Press, 1985).
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products—Dropbox, Pinterest, Slack—allow for a value chain to poten-
tially flow in nonlinear order. They have faster repeat loops, and in
some cases, the activities happen in parallel. In two-sided markets (see
Chapter 3) revenue and cost move both to the left and right, as there are
users on each side of the platform. The product accrues costs in serving
both groups while also collecting earnings from each. Or companies
start at the market or sell link in the value chain by using a landing
page experiment to test the waters before they design or manufacture
the product. (See Chapter 9.)

This is part of why traditional business strategy principles do not per-
fectly map to the digital world. When producing digital or hybrid (i.e.,
Nest thermostat) products, we must continuously research, redesign,
and remarket them to keep up with the rapidly evolving online market-
place, customer values, and value chains that are required to keep our
products in production.

In 1988, Michael Lanning first coined the term value proposition to
explain how a firm proposes to deliver a valuable customer experi-
ence.” However, for a business to generate wealth, it needs to offer a
superior product to that of its competitors but at a manufacturing cost
below what customers pay for it. This brings us to another challenge
of designing digital products: the software, apps, and other things that
users find on the internet and use every day. As mentioned, a product
needs to be valuable to users to entice them to use it continually. It also
needs to be valuable to the business so that the business can sustain
itself. If a business model is supposed to help a company achieve sus-
tainability, how can you do that when the online marketplace is over-
run with free products?

Value innovation is the key. In the book Blue Ocean Strategy,” authors
W. Chan Kim and Renée Mauborgne describe value innovation as “the
simultaneous pursuit of differentiation and low cost, creating a leap in
value for both buyers and the company.” What this means is that value

* Michael J. Lanning and Edward G. Michaels, “A Business Is a Value Delivery System,”
(Chicago: McKinsey and Co., 1988), hitps://oreil.ly/3n4nS.

a

{ W. Chan Kim and Renée Mauborgne, Blue Ocean Strategy (Brighton, MA: Harvard Business
School Press, 2005).
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innovation occurs when companies align newness with utility and a

lower cost structure (see Figure 2-5) to the benefit of the customers
and stakeholders.

FIGURE 2-5
Value innovation = the
simultaneous pursuit

Value of differentiation and
Innovation low cost

Buyer Value

Innovation means doing something that is new, original, and import-
ant enough to shake up a market. In the book, the authors discuss their
studies of 150 strategic moves spanning more than 100 years and 30
industries. They explain how the companies behind Cirque du Soleil,
Viagra, and the iPod won because of how they entered blue-ocean mar-
kets instead of red-ocean markets. The sea of other competitors with
similar products is known as a red ocean. When an ocean is full of
competitors circling around the same customer like sharks, the waters
get bloody; survival in the marketplace is cutthroat. In contrast, a blue
ocean is uncontested territory. It is free for the taking. You don't just
beat the competition, you make them completely irrelevant.

In the corporate world, the impulse to compete by destroying your
rivals through a competitive advantage is rooted in military strategy. In
war, the fight typically plays out over a specific terrain. The battle gets
bloody when one side wants what the other side has—whether it be oil,
land, shelf space, or eyeballs. In a blue ocean, the opportunity is not
constrained by traditional boundaries or business models. It’s about
breaking a few rules that aren’t quite rules yet or even inventing your
own game that creates an uncontested new marketplace and space for
users to roam. This is also known as category creation.

When we transpose Blue Ocean Strategy to the world of digital prod-
ucts, we must admit that there are bigger opportunities in unknown
market spaces. A perfect example of a 21st century company that took
advantage of a blue-ocean market is Airbnb. Its core business is serv-
ing as a “community marketplace” for people to list, discover, and book
sublets of practically anything from a tree house in Los Angeles to a
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castle in France. It’s given homeowners a safer and easier way to sublet
rooms or their entire homes when they are looking for additional rev-
enue. It’s given travelers a safer and easier way to sublet a place to stay
that is less touristy and more affordable. However, it’s also had unin-
tended consequences that the founders did not foresee. It’s negatively
impacted the daily lives of people who rent apartments in cities across
the globe, and it’s driven the rental market up so high that only wealthy
people can afford to live there. For better and for worse, its value prop-
osition completely disrupted the travel industry and housing market.

Disruptive innovation is a term that was coined by Clayton M.
Christensen in the mid-1990s.” In his book The Innovator’s Dilemma,
he analyzed the value chain of high-tech companies and drew a dis-
tinction between those doing just sustaining innovation versus those
doing disruptive innovation. He described sustaining innovation as
any innovation that enables industry leaders to do something better
for their existing customers. However, this is where disruptive innova-
tion can blindside established competitors. Christensen said that dis-
ruptive innovation usually is “a process by which a product or service
takes root initially in simple applications at the bottom of a market and
then relentlessly moves up market, eventually displacing established
competitors.”

Disruptors disrupt markets and ultimately create new segments of
winners and losers. This is why the word disruptive has become quite
provocative. If the companies don't self-regulate, the “losers” start com-
plaining until hopefully the government steps in to pass new legislation.
This is why Silicon Valley’s mantra “Move Fast and Break Things” is
ethically flawed and outdated.* (See the Ethics & Compliance Initiative
website for tools’ and Mike Monteiro’s Ruined by Design¥ for more.)

Lawrence M. Fisher, “Clayton M. Christensen, the Thought Leader Interview,”
Strategy+Business, October 1, 2001, https://oreil ly/bBpYH.

T Clayton Christensen, “Disruptive Innovation,” Clayton Christensen, https://oreil ly/wj8Kz.

1 Hemant Taneja, “The Era of ‘Move Fast and Break Things’ Is Over,” Harvard Business
Review, January 22, 2019, https://oreil.ly/RiK8S.

§ “Seven Steps to Ethical Decision Making,” Ethics & Compliance Initiative,
https://oreil.ly/qCD_p.

€ Mike Monteiro, Ruined by Design: How Designers Destroyed the World, and What We Can Do
to Fix It (Mule Books, 2019).
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But before its disruptions caused all these issues to bubble to the sur-
face, Airbnb achieved its value innovation by coupling a frictionless
UX design with a tantalizing value proposition. And, as I mentioned
earlier, true value innovation occurs when the UX and business model
intersect. In this case, they intersected in a blue ocean because of how
Airbnb broke and reinvented the rules.

For example, before Airbnb, Craigslist was the primary way for people
to find and list sublets, but it could be a creepy and uncertain endeavor.
Today, we might take verified user profiles and listing reviews (see
Figure 2-6) for granted, but back then, the only information about
the listing was whatever the lister decided to post. Airbnb, however,
required customers to change their mental models. They put the social
etiquette of being a good host and good guest at the center of their
experience. By facilitating this user experience in which both parties
felt good about staying in a stranger’s house or hosting a stranger,
Airbnb enabled a new subeconomy in which quality and trust became
the dominant indicators of value.

Airbnb’s business strategy also ensured that there would be parity
among users. They catered to a two-sided market in which people who
listed their home served the people who booked them and vice versa.
They continue to offer value through feature sets that facilitate the
business model and UX, like calendar tools, map integration, and a
seamless transactional system that had not been offered by competitors
like Vrbo, HomeAway, or Craigslist. Ultimately Airbnb offered a more
usable platform that minimized the risk of dealing with scary people
coupled with fair-market pricing. All of this added up to some serious
disruption through value innovation for customers, users, stakehold-
ers, and even the entire travel and real-estate industry. Its competitive
advantage works online and offline.

When we consider Metromile’s value innovation, it also couples a fric-
tionless UX design with a tantalizing value proposition. In terms of
bringing down the cost, they have it nailed for both the customers
(drivers) and the business’s key activities. As mentioned in Chapter 1,
the cost per month of what my monthly premium was with a tradi-
tional insurer was decreased by 40%. And the cost for their business
to run is also lower because of their automated Al claim system called
AVA, which leverages artificial intelligence and machine learning for
optimizing claims processing. As explained by Matt Stein, the VP of
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Airbnb reviews on the listing page for my studio apartment rental unit
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Product at Metromile, “One of the main costs for drivers is what is
called the Lost Adjustment Expense (LAE). It represents the amount
of money the insurer has to spend on processing and settling a claim
from the claim adjusters to the tools they use.” And when you actually
need to file a claim, their turnkey system is truly frictionless. All of this
added up to serious disruption through value innovation for all custom-
ers and stakeholders thanks to the online and offline experience.

There are many other companies and products causing widespread dis-
ruption to the status quo through their combined value innovation of
cost leadership and differentiation in blue-ocean marketplaces. And
through their UX strategies, they are ultimately making people’s lives
easier, bringing together customers in new ways and smashing legacy
mental models. Companies such as Waze, Spotify, and Eventbrite have
completely upended how people drive to their destinations, discover
new music, and organize events, respectively. In fact, Eventbrite is how
I tested my hypothesis that there were people out there with a thirst
for knowledge about UX strategy. Using its interface, I quickly setup a
60-seat lecture at the price of $40 per person and sold it out. If T didn’t
have Eventbrite to experiment with as a promotional platform, I may
not have gotten a book deal because it was this evidence that I pre-
sented to potential publishers to make my case. Thank you, Eventbrite,
for enabling the one value innovation that other platforms like Meetup
failed to offer at the time: the ability to host paid ticketed events.

Tenet 3: Validated User Research

Not realizing a product’s value is one of the primary reasons why prod-
ucts will fail. Stakeholders are dreamers in that they assume what cus-
tomers value instead of verifying it. Much like Kevin Costner in the
movie Field of Dreams, these entrepreneurs believe that if they build it,
they—the users—will come. But the truth is that any new product is
a risk.

The same pitfall could have happened to Metromile, but they chose to
literally chase their potential customers down. When the company soft-
launched in Portland, they went to a place where bicyclists often rode.
They stopped cyclists to see if they were interested in this new pay-per-
mile insurance. Using iPads, they gave these potential users quotes
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and made some of their first sales. It was through this first cohort that
they could start tweaking the user experience and business model in
real time.

User research is how you verify that youre on the right track with
understanding your potential or existing users’ goals and needs. There
are lots of ways to do it—ethnographic field studies, contextual inqui-
ries, focus groups, diaries and journals, card sorting, eye-tracking, user
surveys, and more. But I don’t want to talk about any of these tradi-
tional methods. Instead, I want to talk about Lean Startup.

It’s weird to admit, but before 2011, when Eric Ries’s Lean Startup”
(which you should have read by now) went critical mass, founders
didn’t make it their mission to confront customers “early and often.”
The empirical, fastmoving, and transparent nature of lean startup
riffed on ideas from Steve Blank’s customer development methodol-
ogy." Sure, organizations had UX designers around to do “user-cen-
tric” design (as opposed to engineer-centric), but lean startup made
conducting validated user research a make-or-break aspect of moving
forward on a product’s strategy.

Lean startup forced user research to become measurable. This leads
us to our third tenet—validated user research. Validation is the secret
sauce of the lean startup business approach. Validation is the process of
confirming that a specific customer segment finds value in your solu-
tion. Without validation, you are simply assuming that customers will
find a use for it. Validated user research goes beyond just observing and
establishing empathy for potential users; it forces direct engagement.
It helps your team to determine if the vision of your product is a dream
or a potential nightmare.

Eric Ries popularized the term minimum viable product (MVP), which
he describes as “the smallest build that allows the team to collect the

i

maximum amount of validated learnings about customers.”* By get-

ting early customer buy-in, you de-risk your product. And if users don’t

* Eric Ries, Lean Startup (New York: Harper Business, 2011).
T Steve Blank, The Four Steps to the Epiphany (Plano, TX: K&S Ranch Press, 2005).
1 Eric Ries, The Startup Way (Manhattan: Currency, 2017).
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like what they see, we need to either “pivot” to a different customer seg-
ment or pivot to a different problem that our value proposition will be
able to address.

Iterations like the MVP require your team to conduct research and gain
validation before the product’s implementation phase. It helps your
team verify that it is targeting the right customer and not just a gen-
eral persona. When you've validated a specific pain point that needs
addressing, you can continue to add features and then test those fea-
tures using the same research methods. This is known as the build-
measure-learn feedback loop, which will be discussed later on. Use your
research to validate your decisions and ensure that the product vision
is aligned with the end user’s needs.

Validated user research is a collaborative process that should involve
as many members of the product team as possible. Collaboration will
actually help organically build consensus on the value proposition and
any pivots that follow. Now, this might sound naive given that we are all
working in different environments with a range of folks with dynamic
personalities who are in various positions of power. In an enterprise
environment, there are typically many stakeholders who each have a
say on the product requirements based on their personal agenda or
preference. I have had agency clients where the product requirements
were locked in stone during a requirements-gathering phase that I was
not involved in. For me to suggest conducting validated user research
or creating an MVP to test during the design phase was blasphemy
because it was counterintuitive to their fixed-fee pricing model.

If you happen to find yourself in this familiar position, that’s the exact
moment that you need to become intrapreneurial. Intrapreneurship is
the act of behaving like an entrepreneur while working within a large
organization. You need to decide to take the fate of the product into
your own hands through assertive risk-taking and innovation. Stand
up and ask for the extra week or two to conduct validated user research.
Or employ some guerrilla methods that are low effort to start, like grab-
bing people from the cafeteria that fit the persona or running a quick
online survey.

Most people are afraid to be either entrepreneurial or intrapreneurial
because they are risk averse. But I take a more existential viewpoint
on the concept of risk-taking. I see the risk of doing nothing as a far
greater threat to our career path and other passions. This is exactly
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what I didn’t do on the Oprah project when I was creating the bogus
fictional personas. If had a do-over, this is what my 2007 process would
have been:

1. Reach out to friends of friends who were fans of the Oprah Winfrey
Show.

2. Ask them for 10 minutes of their time in exchange for a $10 gift
card.

3. Interview 7-10 of them on the phone while they surf the current
website.

4. Synthesize my findings into my personas and ultimately into the
project brief.

Yes, it would have been a small sample set. Yes, it would have person-
ally cost me $100 and two of my weekday evenings. But that would have
been a small price to pay for the user research experience and insights
I could have gained.

The bottom line is that confronting your target customers is nonnego-
tiable. We must learn as quickly as possible if the idea we are working
on is stupid and worthless. We need to have an open mind to experi-
ment and to fail. That’s right, we are betting, and the odds are against
us. In the end, though, this lean approach is more cost-efficient, mean-
ingful, and swift.

Tenet 4: Frictionless UX

The “user experience,” or “UX,” is how a human experiences a digital
product while attempting to accomplish a task or goal. Was it easy or
difficult to use? Was it pleasing or frustrating? Was it useful or useless?
The UX of a product can be the differentiator used as a battering ram
against the competition.

Traditionally—if T dare use that word for a discipline barely three decades
old—UX design is associated with artifacts for development and design
execution: site maps, wireframes, user flows, and functional specifica-
tions. Recruiters for enterprises and agencies identify UX design with
the job titles that create these deliverables, including interaction designer,
information architect, and product designers. These definitions are used
by large enterprises and agencies and are pretty much how UX design
is currently practiced. Yet, what ultimately happens in this “traditional”
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system is that the UX designer is forced to focus more on output dead-
lines rather than on increasing customer loyalty by designing the most
important thing that the product does incredibly well.

Novice product leaders often fail to recognize the correlation between
UX decisions and customer acquisition, retention, and monetization
systems—basically how much their UX matters to their business strat-
egy. Think about any transactional website or even a simple sign-up
process. The UX design should be very concerned with barriers to
entry that can prevent potential first-time users who have just heard
about the product from converting to customers. UX strategists should
be doing everything ethically possible to keep them coming back.

Interfaces and user flows should be geared toward successful outcomes.
It’s all about simplicity, engagement, and the practical usefulness of
the product. This is what distinguishes a novice UX designer from an
expert UX designer. Expert UX designers know how to guide the value
innovation of a product in the following ways:

« They talk directly to potential users or existing frequent users of
the product to discover and validate its primary utility with respect
to the problem that must be solved. We’ll learn more about talking
to both customers and users in Chapters 3 and 8.

« They conduct competitive research and analysis on the existing
market space to identify opportunities for solutions that make peo-
ple’s lives more efficient. We’'ll learn more about investigating mar-
ket spaces in Chapters 4 and 5.

« They help determine the key features that are absolutely critical to
your product. They use techniques like storyboarding to weave key
features together in simple, elegant ways. We’ll learn more about
tactics for helping you discover value innovation in Chapter 6.

- They can rapidly create prototypes that are geared for testing busi-
ness ideas. They design and run structured experiments for vali-
dating hypotheses. We’ll learn more about all of this in Chapter 7.

« They work collaboratively with stakeholders and teammates at
the idea’s inception. Using measurable results, they make prod-
uct strategy decisions based on real evidence rather than hunches.
We'll look at both qualitative and quantitative research techniques
in Chapters 8 and 9.
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REMOVING FRICTION FROM EVERYDAY LIFE

A successful outcome is when a product empowers a user to do some-
thing that will make their life easier or better. Our goal as product
designers is to remove or reduce the friction across all the essential
interactions so that users always feel like they are in control of their des-
tiny. People are enabled to do all kinds of things with technology now
that in the past were a lot more challenging.

I, for one, was never good with maps or public transportation for get-
ting around a city. This is especially true when I am traveling in a for-
eign land where I do not speak the language. That is why the public
transit app Citymapper that was created by a startup in London is my
favorite example of frictionless UX. The product gives me the freedom
to use multiple modes of public transportation to efficiently navigate
new cities without getting lost.

Over the next 12 screens (see Figures 2-7 to 2-18), I would like you to join
me on a recent journey I took in Berlin. It was a sunny Sunday after-
noon, and I wanted to hang with my friend David, an expat writer from
New York City. In less than an hour, I needed to get from Prenzlauer
Berg to Kreuzberg, where he and his daughter were waiting for me at a
flea market. Here’s how it went.
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to prepare to change
platforms at the next stop



E) —
3171 " - il E @)

-
s Y
< i 9mn [ 3:26 O X ¥
S O s
L) *‘"Q, v
© S S

/
4

Q. KRE/UZBERGr

oF U'ban{,,ake
‘BERGMA NKIEZ

s

|
‘ < Ride 1stop to [ Gneisenaustr. 2 ., "
‘ g Mehringdamm
o Gneisenaustr.
\i Leave station
Best Exit
Mittenwalder Str.
re

FIGURE 2-15

| see what is the best exit
to leave the station once |
get off

— il UL L
p 2 / 328 (O Q
&
T
L] Ju
2
Marhegi, F
ekep], Marheinekepl I
1» s
~
Bergmanns

FriesenstraBe

Q@ wak 1min [

InS0ft <1min

** Armve at your destination

Marheineke Markthalle
Marheinekepl. 15, 10961 Berlin, Germany

%mfie

FIGURE 2-17

| see I'm at the end of my
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| check to see my walk route
and how long it should take

FIGURE 2-18

| meet my friend and his
daughter at the flea market
on time
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As you can see, each step of the way I knew where [ was, what I needed
to do next, and almost exactly when I would get to my destination via
one tram, two trains, and a short walk. Along the way, the app held my
hand, making suggestions about where I should sit on a train and what
station to exit from to optimize my route. For many years, Citymapper
has been an indispensable part of my life.

Products like Citymapper got to where they are not by execution of a
static business plan, a one-week design sprint, or a two-week UX discov-
ery phase but through experiments, failure, and iterations over months
and sometimes years. It was the insights born out of strategic mean-
derings that blossomed into awe-inspiring product design. It’s how the
founders and teams behind the scenes took risks while assembling the
building blocks of their products’ business models. They fine-tuned
their strategy and acquired fervent customers.

Over the course of the book, I will discuss other products that have fric-
tionless user experiences. These are UX designs that didn’t just “hap-
pen” through good luck, ideation sessions, or “genius design.” They’re
frictionless through the manifestation of the four tenets. It’s only with
practice and mindfulness that we will come to understand the product
as a sum of both its tangible and intangible parts.

Recap

UX strategy is an empirical practice. It’s not a means of formulating
and executing a perfect plan; rather, it’s about being able to research
what’s out there, examine the opportunity space, test hypotheses, fail,
learn, and iterate until you devise something of value that people truly
want. You will need to take risks and accept failure. You'll learn how to
fail smartly by doing rapid experiments to validate that your strategy is
moving your team in the right direction.
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[3]

Defining the Initial Value
Proposition

To know what a business is we must start with its purpose. Its

purpose must lie outside of the business itself. In fact, it must lie in

society since business enterprise is the organ of the society. There is

only one valid definition of business purpose: to create a customer.”
—PETER DRUCKER

AT THE BEGINNING, YOU DON'T SIMPLY DEFINE YOUR SOLUTION.
Rather, you first need to figure out what problem you're going to solve
and what kind of customer needs it solves the most. That’s a lot to fig-
ure out, and getting one part wrong could turn your vision into a delu-
sion. So to stay grounded, you're going to dig into Tenet 1: Business
Strategy and Tenet 3: Validated User Research. (See Figure 3-1 and refer
to Chapter 2 if you need a refresher on the four tenets of UX strategy.)
In this chapter, you will learn how to create a value proposition, which
is the magical thing that you must make tangible for customers. Then,
you will conduct customer discovery to learn who your customers are
and if they have a strong need and desire for your value proposition.

o

Peter Drucker, Management: Tasks, Responsibilities, Practices (New York: Harper Business,
1973).
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FIGURE 3-1
Tenet 1and Tenet 3: Business Strategy and Validated User Research

The Blockbuster Value Proposition

When I was in eighth grade, I used to pretend I had a stomachache so
my mom would take me to work with her. She was a legal secretary
at Burbank Studios, and I loved wandering the back lots, hiding on
sets, and watching crews shoot television shows and movies. It was like
walking around a fantasy world. The younger me of 1978 just couldn’t
imagine a cooler job. And that’s why the older me of 2012 was partic-
ularly excited when a blockbuster movie producer arranged a meeting
with me at a bungalow on the same lot. He wanted to consult with me
on an idea for a product to see if it “had legs.”

FADE IN:
EXT. BUNGALOW - MORNING

The shot starts long and then pans up through the
window of the bungalow.

CUT TO:
INT. BUNGALOW - MORNING

A production assistant leads our UX strategist
JAIME into the room. The movie producer PAUL is
seated behind his desk. He stands up to greet her.
They shake hands and then settle into their seats.
The assistant leaves the room.

PAUL

So I have an idea for an ecommerce site,
and I'm hoping you can help me with it.
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JAIME
Let’s hear it.
PAUL

It’s like an Amazon.com Wish List for the
Busy Man who needs help shopping for his

wardrobe.
JAIME

Can you tell me more about this “Busy

Man”?

Paul gets really excited. He leans forward and
gesticulates a lot while describing the Busy Man
to Jaime.

PAUL

He’s the guy whose life is his work. He
makes good money but doesn’t have time
to spend it. He loves high-end products
but hates shopping for them. He’s sick
of repeating himself to salespeople but
still wants to get the VIP treatment.

Jaime leans forward, hands resting on her knees.
She takes a beat before speaking.

JAIME

That’s very specific. But do you think
this is a problem for most busy men? Do
you think they need it solved?

PAUL

Absolutely! I certainly do!
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In Los Angeles, it’s easy to run into Hollywood types who pitch movie
ideas and tech entrepreneurs who pitch internet product ideas. What’s
funny is how similar they are. Both want to create something original
and compelling that makes lots of money. Both need to raise a ton of
cash to make their ideas into reality. But, this requires spinning a good
story to convince potential stakeholders and investors that there is an
audience out there who will want the idea.

Most investors know that the odds are not in their favor because the
market is constantly being inundated with schlock—crappy movies
and crappy apps. Then again, when something is truly great, the payoff
can be major, and not just in terms of the money. Having a hit is also
what gives us fulfillment as content and product creators. We want to
create something that people find useful and meaningful—something
maybe even our mom will like!

However, there is one major difference between making movies and
making digital products. With films—no matter if the strategy is cast-
ing big-name actors, creating everything from sequels to board games,
or using well-worn plots and tropes—there are hardly any opportuni-
ties in the process of making the film to “de-risk” it through empiri-
cal feedback. Sure, filmmakers can test early cuts on their target mar-
ket, but typically at that point, reshooting is an unaffordable option.
With digital products, you can “test market” your concepts on your tar-
get audiences much earlier and with much less fidelity to the intended
idea. You can reality check your team and ensure that everyone is on
the right path. There is no reason to live in a fantasy world unless you
enjoy the risks of big gambling.

Lessons Learned

» Just because your stakeholders (or you) really want your product
doesn’t mean anybody else will. Most startups fail because the
market doesn’t necessarily need the product.

* You need to ground your stakeholders and team in reality with
empirical evidence. You must turn assumptions into facts.

* Don’t take what your stakeholders or team says at face value. To
learn what potential customers want, hunt them down in person.
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What Is a Value Proposition?

A value proposition takes the form of a concise statement that summa-
rizes the unique benefits customers can expect from your product or
service. Think of it as an elevator pitch, which is when you distill some-
thing into an easy-to-remember, compelling phrase. Here are examples
of value proposition statements for a few well-known products:

« Airbnb is an online community marketplace for people to list, dis-
cover, and book accommodations around the world.

- Waze is a mobile navigation app that enables drivers to use live
maps and get real-time traffic updates and other road data.

« Slack is an enterprise software platform that allows teams and
businesses of all sizes to communicate effectively.

No matter what environment you work in as a product maker, you are
constantly getting pitched or pitching value propositions. Before their
products became household names, just imagine how many times the
teams at Airbnb, Waze, and Slack had to iterate on their value proposi-
tion statements until they finally clicked with investors.

It’s common for value propositions to get truncated when they are first
being developed. The reason is that the team or founder may not yet
know how best to describe their idea, so they use known references.
This was a running joke in the award-winning 1992 movie The Player,
where a screenwriter is pitching a movie idea as “It’'s Out of Africa
meets Pretty Woman.” This kind of shorthand is also common in the
digital product world. In fact, there’s even a website called itsthisforthat
(https://itsthisforthat.com) that generates random value propositions
as fast as you can click the refresh button. I generated the one shown
in Figure 3-2.

Let’s deconstruct the website’s value proposition formula.

The this essentially describes the magical powers of the product. The
this for the dating app Tinder is how you can immediately let some-
one know you find them attractive with a swipe interaction. The this
for Waze is how you can find a driving shortcut because other peo-
ple around you have their Waze app open and are providing you with
real-time data to maneuver around traffic jams. The this is the mental
model; it allows people to easily understand the interactive dynamics of
a product and how they might use it.
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WAIT, WHAT DOES YOUR STARTUP DO? »=**
SO, BASICALLY, IT'S LIKE A

AIRBNB
FOR
WEDDING VENUES

REFRESH

FIGURE 3-2
A machine-generated value proposition that says “Airbnb for
Wedding Venues”

The that describes either the specific customer segment or their need.
The that for Tinder is people looking for an easier way to “hook up”
instead of having to fill out a time-consuming dating profile. The that
for Waze is drivers who want to avoid getting stuck in traffic even if it
means taking routes off the beaten path. The that clues us in on who
might want or need the this and why. What this formula does is give us
a fast way to articulate a solution.

But value propositions are not valuable if they do not solve a real prob-
lem. I'm not talking about minor problems like a scraped knee; I'm
talking about painful broken-leg problems. I'm talking about those
problems that hinder a certain set of people from doing what they need
to do in a timely manner. By solving this kind of problem, a solution
would give relief or joy to this large set of people. You need to know
everything you can about those problems and people before you build
out those solutions because building software takes time and money.
Thus, it’s a risky endeavor to just begin building a new innovative prod-
uct based on a hunch.

Because what if you are wrong?
Or your boss is wrong?

Or the client is wrong?
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Or even the successful movie producer guy is wrong?

Or this digital value proposition that we generated in .05 seconds
is wrong?

The answer is simple. If the person with the big hunch is wrong and
your team doesn’t find out until after the money is gone, everyone has
failed in making something with a true value proposition. Everyone
involved has only succeeded in wasting their resources. And because
this is the infancy stage of your product strategy, you don’t want to get
too attached to any ideas—especially without proper validation that real
customers will really want the solution.

If You Don’t Want to Live in a Fantasy World...

Just follow these five steps, which I will walk you through in detail:
Step 1: Define your primary customer segment.

Step 2: Identify your customer segment’s (biggest) problem.

Step 3: Create provisional personas based on your assumptions.

Step 4: Conduct customer discovery to validate or invalidate your provi-
sional persona and problem statement.

Step 5: Reassess your initial value proposition based on what you
have learned!

Rinse and repeat until you have strong measurable signals that you are
on the right path.

STEP 1: DEFINE YOUR PRIMARY CUSTOMER SEGMENT

Because you and your team are launching an innovative product, you
are starting with zero customers. Therefore, if you think your customer
is everybody, think harder. Otherwise, you're facing an uphill battle in
customer acquisition. Which is easier: getting everybody to use your
app or getting people who really need it to sign up? Many hit digital
products have done just that. When Facebook launched, it was exclu-
sive to students at Harvard University and not the entire world. Airbnb
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tested out its product in 2008 during the Industrial Design Conference
in San Francisco, and even Tinder did its initial pilot project by focus-
ing on college students at the University of Southern California.”

The customer segment is a group of people with a common need.
These segments can be identified by a combination of demographic,
psychographic, and behavioral attributes. Examples of customer seg-
ments include low-mileage suburban drivers who feel ripped off by tra-
ditional car insurance companies, 30-somethings in Brazil who have a
hard time finding dates, and aspiring rock musicians living in big cit-
ies who desperately need a place to practice. Your customer segment’s
need or pain point must be severe because there is a lot of risk involved
in trying to change how people get something done.

So, let’s go back to the computer-generated value proposition and imag-
ine the most obvious primary customer. Who the hell needs to plan a
wedding? Hmmm...as Figure 3-3 demonstrates, maybe a spouse-to-be?
Yes, let’s go with it!

FIGURE 3-3
Mock-up of a typical first page of a pitch deck with the name of the product
and value proposition

* “Tinder and Bumble Are Throwing Parties at Frat Houses,” Inside Hook, August 21, 2019,
https://oreilly/q3VIH.
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STEP 2: IDENTIFY YOUR CUSTOMER SEGMENT’S
(BIGGEST) PROBLEM

The problem should be specific. And it can be written as a problem
statement. A problem statement is a short, clear explanation from the
customer’s perspective of an issue that needs to be addressed. The
problem statement should not presuppose a solution until the prob-
lem has actually been validated. By having product teams focus on the
problem statement, they are more likely to have an open mind when
ideating on solutions.

This is why it is crucial to acknowledge that you and your team are
working solely on assumptions, and that’s just the reality of where you
begin when making a product. An assumption is something that you
suppose to be true, such as, “People who work in tech know how to fix
computers.” Or, “Our customer segment loves vegan ice cream.” You
make assumptions about your users and their needs and how to meet
them. You just need to be very honest about the assumptions you’re
making and take them for what they are: guesses. Or, as the great
Coach Buttermaker (Walter Matthau) in my favorite childhood movie
the Bad News Bears said to his baseball team, “When you ‘ASSUME,’
you make an ASS out of U and ME.”

Now let’s write out a concise problem statement. Here is an example:

Spouses-to-be in Los Angeles have a hard time finding wedding ven-
ues that are affordable.

If proven true, this would validate a potential need for this value
proposition:

Airbnb for Weddings is an online marketplace for listing and renting

private properties as wedding venues.
It would seem, then, that the next logical ~ Don't huild your product’s UX
step would be to start dreaming up the entire e

around a value proposition

feature set for this much-needed solution, prop ,
right? No. Not yet. unless you have tangible
If you are a problem solver, which is instinc evidence that people will

tual for UX designers, product makers, and want the product!
entrepreneurs, this process feels backward
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at first. That’s because it is. We are reverse-engineering the concept
of our solution to validate the assumptions about the customers and
their problems. This approach is particularly important for those of you
who have produced dozens of products, including very successful ones.
Don’t believe your own hype. Instead, approach every new product or
project like an experiment.

As I mentioned in the Preface, I've been a part-time college professor
for more than 25 years. I have always run my courses the same way. In
the first week, the students have to think of problems they would like
to solve using technology. Each week, they build toward the final course
project, and that is to pitch a real product that they’ve tested using the
methods covered in this book. One semester I offered UX apprentice-
ships to my students Bita and Ena to take on the “Airbnb for Weddings”
product vision. I'm going to present their methods and results to show
how you can give any value proposition a real shot to see if it is viable.
Their first assignment was to create a provisional persona.

STEP 3: CREATE PROVISIONAL PERSONAS BASED ON
YOUR ASSUMPTIONS

Personas can be a helpful tool in giving stakeholders and the product
team a realistic sense of what the end user’s needs, goals, and motiva-
tions are. They keep us from designing for ourselves and focus us on
the user. However, the concept of personas has had a tumultuous his-
tory with advocates on both sides of the table, so I'm going to give you a
little lesson on it to explain why I'm using them here.

In the early days of software design, the engineers who developed
and programmed the products were also typically the designers of the
product interfaces. These product interfaces were rarely user friendly
because they were not tested on the end user of the product. Too often,
interfaces were pasted together in a hurried fashion to be able to meet
a shipping date.

Alan Cooper, a widely recognized Bay Area software designer and pro-
grammer who invented the visual programming language Visual Basic
in 1988, knew this problem all too well. In 1995, he invented perso-
nas and wrote books to help software teams embrace a goal-directed

* “Alan Cooper,” Wikipedia, https://oreil.ly/5GeHk.
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design methodology. To Cooper, personas were a critical tool to inspire
product stakeholders to make more user-friendly interfaces.” But to
achieve this kind of persona, it meant that months of qualitative ethno-
graphic research had to be conducted to create an authentic model of
each end-user.

By 2002, personas were a popular tool in the designer toolbox, but they
weren'’t often used to achieve their original purpose. Instead, big inter-
active agencies such as Razorfish or Sapient used personas to upsell
the discovery phase to clients. When used in this way, personas were
often laughable caricatures packed full of stereotypical details based
on nothing more than marketing data at best. In fact, this is what hap-
pened with the three personas I constructed for the Oprah.com rede-
sign, which I discussed in Chapter 2. The personas that made it to the
discovery brief were depicted as three fictional people from different
minority backgrounds but only because Oprah had a massive multi-
racial following. In reality, ethnicity had little to do with the UX of the
product. Did black Oprah fans need a different interface or feature set
than white Oprah fans? In this way, the personas failed to inform the
strategic process. As Cooper cautions, “Don’t confuse persona arche-
types with stereotypes. Because personas provide a precise design tar-
get and also serve as a communication tool to the development team,
the designers must choose a particular demographic characteristic
with care.”

By the third edition of Cooper’s book About Facein 2007, he added a new
section called “When Rigorous Personas Aren’t Possible: Provisional
Personas.”" The concept was geared for product makers who did not
have the time, budgets, or corporate buy-in to perform the fieldwork
necessary to gather detailed data. Instead, they were a simple collabo-
rative group exercise for designers and nondesigners to quickly create.
In fact, the product designer and author Jeff Gothelf later reintroduced
them as “Proto-Personas” in his 2016 book Lean UX* as a tool to help
executives align on how they think about the customer.

* Alan Cooper, About Face (Hoboken, NJ: Wiley, 1995).
7 Alan Cooper, About Face, 3rd ed. (Hoboken, NJ: Wiley, 2007).
I Jeff Gothelf, with Josh Seiden, Lean UX, 2nd ed. (Sebastopol, CA: O’Reilly, 2016).
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I prefer the term provisional, meaning “existing for the present,” because it
implies it will possibly be changed later. This is because our ultimate goal
is to convert our provisional personas into validated personas through the
process of conducting customer discovery. In this context, you will use
the provisional persona as a helpful communication tool to depict your
presumed customer segment and align your team on the most import-
ant assumptions. This gives everyone a starting point for the validation
process in terms of what questions are mission critical to ask. Thus,
you can think of a provisional persona as a “placeholder” persona for
conducting a form of validated user research.

And because we are eventually using this type of persona creation
as both a recruiting and marketing tool, we need to learn to paint all
the characteristics using medium-size brush strokes. We want a per-
sona that isn’t too specific, in which only a handful of people are rep-
resented, and we don’t want a persona too broad, in which everybody is
represented. In Chapter 9, we will use our validated persona to inform
our landing page campaign to acquire users through microtargeting
on Facebook. Because running an online ad campaign costs money,
this process is an important reality check for turning a fictional repre-
sentation into something that is based on proven facts.

Provisional persona layout and breakdown

The provisional personas will collect and present the assumptions you
are making about your primary customer segment(s). Therefore, all
information will be contextual to the presumed customer segment
and relevant to the initial value proposition. Demographic details and
user behaviors need to be reflective of the audience you're targeting as
opposed to just one person. Do not dump a bunch of marketing data
into the persona. You want to focus your personas on what you assume
is critical for summarizing your customers’ needs and how they are
currently dealing with your problem.

For B2B products, you should create two personas: one for the person
who will be paying for the product (i.e., the CTO) and one for the per-
son who will be using the product (i.e., the employee). In this case it
makes sense to call them “provisional customer persona” and “provi-
sional user persona,” respectively.
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Because you are using the provisional persona purely as a thinking tool
to get a sense of your primary customer segments, you and your team
want to keep the layout and content simple. In the provisional personas
that follow, Bita and Ena used a basic template I provided. It has a two-
by-two grid with a section for each part.

Figure 3-4 shows the provisional persona that Bita created for Airbnb
for Weddings.

Figure 3-5 shows what Ena developed.

Even though these personas have the same value proposition, they
are quite different because they were created by two different people
with two different perspectives. Bita assumed that her customer was
someone like herself: a professional woman in her thirties. She is mid-
dle class and works full time. Ena, however, assumed that her cus-
tomer was a younger 20-something person who did not work full time
because they might be in graduate school or a freelancer just starting
their career. This younger spouse-to-be is more interested in having
a lively party on the beach with all of their friends than something
more formal.

Which persona is the right one? It doesn’t actually matter because Bita
and Ena are working with assumptions that have yet to be validated.
Perhaps the solution could meet the needs of both personas. Regardless
of who ends up being more “right,” the provisional personas help Bita
and Ena paint a clearer picture of their presumed customers.

The provisional persona is made up of these four sections:

Segment name and photographs/sketches

Because the provisional persona represents a group of people
rather than one person, think of a concise, descriptive name to
characterize the segment, such as “Gen X Parents in Los Angeles”
or “Jewish Expats in Berlin.” I find it useful to articulate common
demographic denominators. Location is useful because it forces
your team to pinpoint where a market for your product might exist
instead of targeting the entire world. Be careful when you use cer-
tain labels because the cohorts they represent might be multidi-
mensional. For example, “millennials” or “baby boomers” or “col-
lege-educated” or “low income” can encompass a wide spectrum
of people.
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FIGURE 3-4

Bita’s provisional persona for a value-conscious bride-to-be in Los Angeles
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FIGURE 3-5

Ena’s provisional persona for a spouse-to-be
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It’s useful to revisit or tackle this section last since the other sec
tions might help your team better align on their definition of the
customer segment. But once you do have it, search for represen-
tative imagery. Some practitioners caution against using photos
as they fear it'll reinforce stereotypes. According to Alan Cooper,
“Photographs help them feel more real as you create the narrative
and engage others on the team.” Because it’s a segment, I prefer
to use a collage to depict various aspects reflective of the segment.

For our value proposition, this means my students looked for pho-
tos that depicted wedding venues, spouses-to-be, and different
planning tools used. Don’t spend more than 10 minutes on this
because you are using the provisional persona as a starting point.
Once you have conducted customer interviews, you will likely
update the photos.

Description

56

How would you describe this group of people using three or four
crucial demographic statements? Include the city where you plan
to conduct your research study, and make sure that this crucial data
point gets validated. Include gender only if you believe the problem
you are solving is predominantly felt by people of a specific gender.
If the segment represents people within a certain income bracket
and you believe it’s pertinent, then include it. The same goes for
age group and education level.

When you conduct your customer interviews, you may have to
ask personal questions to make certain the participant matches
the characteristics of your persona. This section should focus on
describing the segment, not their activities or needs. Save those
statements for the next two sections.

Ena originally put “in graduate school” as a descriptor. But this spec-
ificity is too exclusionary and irrelevant for Airbnb for Weddings.
So I had her update it to “doesn’t work full time,” as you can see
in her persona (Figure 3-5). Meanwhile, Bita’s profile included
“employed full time,” which is relevant because it means that the
segment doesn’t have a lot of free time to be wedding planning.
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Behaviors

Motivation and behavior lie at the heart of value creation. In 2016,
Clayton Christensen endorsed a theoretical framework called Jobs
to Be Done (JTBD), aka Jobs Theory.” The main premise of the the-
ory is that a customer’s need is like a job that needs to be done
in order for them to make progress in their life. L

If they can’t accomplish that job, then that cus- What's important
tomer has a problem. In this framework, cus- aPout these

tomer behaviors are called job drivers and are  pahayior statements

critical factors for segmentation. Therefore,
whatever product you are devising, it is crucial .
to understand what will motivate people to use both the action

IS how they describe

it. Read Jim Kalbach’s excellent book The Jobs to  gnd motivation of

Be Done Playbook to learn more about how to put the user
Jobs Theory into practice.’ '

When you describe your user’s behavior, you want to think about
their mindset and environment. Where and when are they trying
to solve the problem? What tools are they currently using? Are
there psychographics that affect their behaviors? Are there work-
arounds they are using to help them accomplish their goals?

In the previous example (Figure 3-4), Bita guessed that her bride-
to-be is value-conscious and interested in unique venues. But how
do we validate whether or not a person is value-conscious when
planning their wedding or that they want to have the event at a
unique wedding venue? This is when a behavioral statement might
be a more useful guide than a simple adjective. Bita framed her
user’s behavior as “open to compromise to save money” and “has
used Airbnb to find unique places to stay” because she believed
that would drive their decision making.

* Clayton Christensen, Taddy Hall, Karen Dillon, and David S. Duncan “Know

Your Customers’ ‘Jobs to Be Done,”” Harvard Business Review, September 2019,
https://oreil.ly/zW3Xm.

T Jim Kalbach, The Jobs to Be Done Playbook: Align Your Markets, Organization, and Strategy

Around Customer Need (New York: Two Waves Books, 2020).
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Other examples of behavioral statements include:
« Goes to punk rock shows weekly to meet interesting people
« Avoids animal products for environmental reasons

« Watches German movies regularly to become familiar with
the language

But whether you choose statements or adjectives, choose your
terms with care so that they are not too general, too specific, or too
hard to validate.

Needs and goals

58

This category explains what the customer requires to solve their
problem and accomplish their objective. To figure this out, we
should ask questions like, What are their product-relevant hopes
and dreams? What do they need to solve their primary pain point?
What specific needs or goals aren’t being satisfied by available solu-
tions or workarounds? What are the limitations they face? What is
the job they are trying to get done?

A common mistake is to make this section sound like a value prop-
osition or a feature list. People who don’t work in technology don’t
typically say things like “I need an app or online platform for...” or
“I need the ability to add collaborators to my account.” What they
might say is “I want to share my wedding ideas with my fiancé
so he can see them on his own computer.” The latter statement
focuses on the actual human need that can be solved in a variety
of ways. For B2C products especially, it’s more useful to ask about
someone’s process of planning with their spouse-to-be than it is to
ask if they would like a collaboration feature.

Another mistake is not being specific enough. In the example by
Ena, she is assuming that her customer segment wants to have a
small wedding on the beach. This statement cannot be validated
unless small is better defined (i.e., 50 people or less). What is small
to one person may be a huge wedding to someone else. Conversely,
you should not be too generic either. Most people will agree with
blanket statements like “Wants to have a nice wedding.” What
happily engaged person would prefer a terrible wedding? That
super-general statement does not get you closer to understanding
the potential customer.
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This section is particularly important to get right because it will
inform your product strategy the most. You want actionable state-
ments that address underlying customer concerns.

Other examples of needs and goals statements include:

- Needs an easy way to stay abreast of upcoming punk shows in
Los Angeles

« Needs to know which local restaurants serve good vegan meals
- Wants to relocate to Europe to experience a different culture

Remember that everything in the persona you just created remains an
assumption until proven true or false. So now you need to get out there
and find those customers in real life to see what they really think!

STEP 4: CONDUCT CUSTOMER DISCOVERY TO VALIDATE
OR INVALIDATE YOUR PROVISIONAL PERSONA AND
PROBLEM STATEMENT

In 2005, Steve Blank, a long-time Silicon Valley entrepreneur, pub-
lished The Four Steps to the Epiphany: Successful Strategies for Products
That Win." Although his methodology revolves around four phases, I'm
going to ruminate on the first one: customer discovery and how it’s part
of your UX strategy.

Customer discovery is a process used to discover, test, and validate
whether a specific product solves a known problem for an identifiable
group of users; it is essentially conducting user research. However, you
don’t want to just watch people, empathize with them, and then make
judgments. Instead, you want to “get out of the building” and get cus-
tomer validation, which is foundational to the Lean Startup business
approach and Tenet 3: Validated User Research. You want to actively
listen to people and engage them because your goal is to uncover the
specific problem that they need solved.

This might sound like an obvious thing to do, but shockingly, the
majority of stakeholders whom I work with in enterprises and startups
don’t talk directly to customers. In fact, before Lean Startup, the norm
was that companies would just build the product without talking to

* Steve Blank, The Four Steps to the Epiphany (Plano, TX: K&S Ranch Press, 2005).

3. DEFINING THE INITIAL VALUE PROPOSITION ‘ 59



them. Much like Paul the movie producer, the stakeholders or product
team assume that they are aware enough about the problem because
they have it personally or know someone who does. At the enterprise
level, there are several possible reasons for this: ignorance, understaft-
ing, laziness, and so on. In contrast, startup founders have a tendency
to be like screenwriters sweating away at a script that they never show
anyone. They're frightened of what their target audience might think
because nobody wants to hear that their baby is ugly.

In an ideal world, customer discovery is a collaborative process involv-
ing as many members of the product team going out into the field as
possible. Collaboration will also help organically build consensus on a
shared vision for the product. If the people you work with don’t want to
do customer research, do it for yourself. Do it on the sly without wait-
ing for permission from your boss, the client, or any naysayers. What
is crucial is that it is attempted. You can come back from your research
and share your discoveries anecdotally with your team as long as you
have the data to back it up. If nobody wants to listen, you can decide at
that point if you want to continue working on that project or with your
current team or with your current employer. But at least get out there
and gather verifiable evidence that might make your product better in
the time that you have to work on it. Own your destiny. In Chapters 8
and 9, I will share quick and low-cost techniques for doing so.

We've touched on some reasons why product makers become very
protective of their ideas. Fortunately, Bita and Ena aren’t emotionally
attached to the value proposition I generated off the internet. They
just need to validate their initial assumptions, and that’s exactly what
they're going to do. They're going to get out of the building (office or
classroom) to conduct interviews.

The customer interview

During customer discovery, the goal of the customer interview is to
talk to real people who match your provisional persona. Too often prod-
uct makers and tech entrepreneurs like to extol the virtues of their awe-
some value proposition. But if you just start pitching ideas at strangers,
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they tend to just nod their heads in agreement to quickly get the hell
away from you. That’s not the validation you need or want. Customer
discovery is about listening and not selling.

You need to identify two or three nearby locations where you can make
direct contact with your proposed customers. You can’t hide behind
your desk. Think creatively about where your customers lurk by focus-
ing on the types of activities or jobs they might be doing. There are
going to be many cases where you simply can’t find them in person.
The reasons can vary from time to geographic constraints. In fact, your
customer segment might even be much easier to find on the internet.
In Chapter 8, I will talk more about online recruiting for user research.

In the case of Bita, her provisional persona was a value-conscious bride-
to-be. Bita decided to hit the malls of Los Angeles, where she thought
she could find people who matched her persona. Her first stop was the
Westside Pavilion in West Los Angeles. This mall had plenty of kids’
clothing stores such as Gymboree and Baby Gap where mothers with
babies shopped. This was certainly different from what I was thinking,
which was that Bita would find people in the midst of shopping for
wedding gowns. Bita actually dismissed that idea after being thrown
out of a bridal shop. But she wasn’t discouraged by the event. Instead,
she learned from it and brainstormed new places where she might find
her users.

Bita’s idea was that these new mothers might give her insight about
planning a wedding because they may have had one before starting
their family. And because they had very young children, their wedding
may have been more recent. Bita dressed professionally and appro-
priately. She carried a clipboard with multiple printouts of her ques-
tions with space between questions for writing their responses. She
approached her targeted customer with a smile and

only if the timing was right, like when the baby was [0 N0t ask a

asleep in a stroller. screener question
The customer interview is actually made up of three that validates or

p.arts: th(? introdu.ct,ion, t.he screener, and the inter- invalidates your
view. This was Bita’s script when she approached a

mother and her child. problem statement!
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Phase 1: introduction

Hi, I’'m Bita. I'm conducting research on a product idea for an internet
startup. Can you spare a few moments to answer questions related to
wedding planning? | am offering a $5 Amazon gift card as compensa-
tion for the interview.

This introduction is carefully worded to quickly explain why you are
talking to them and what you need from them. You can try approach-
ing people first without offering them an incentive. However, you are
asking people for their time, and a $5 gift card to Amazon or a nearby
café shows that you value their time. By including the words “for the
interview,” you are safeguarding yourself from paying those who don'’t
pass the screener. You can also remember to caveat the screener ques-
tions with “But first let me just ask you...”

If the woman she confronted seemed open to chatting, Bita immedi-
ately launched into her screener questions.

Phase 2: screener

A screener is a short list of one to three questions used to qualify poten-
tial participants. Screener questions are critical because you cannot
assume that every person you approach is somebody who is appropri-
ate for your study. The purpose of these questions is to filter out people
who do not match your provisional persona.

For example, if your problem statement is “Busy professionals in LA
have a hard time knowing what gifts to buy their loved ones,” then your
screener question could be “Do you consider yourself a busy profes-
sional?” If they say “yes,” you can follow up with “When was the last
time you bought a loved one a gift?” You decide what the cutoff is for
how recent it needs to be. This question gauges whether or not the per-
son regularly engages in the activity of gift buying. It is specific to the
problem statement, but it is not a leading yes-or-no question or some-
thing most people would have the same answer for.

Doing so will contaminate your study because you won’t be able to mea-
sure what percentage of your presumed customers actually have that
problem. It also means you cannot learn from those that have solutions.
For example, if your problem statement is “Busy professionals in LA

62 UX STRATEGY



have a hard time knowing what gifts to buy their loved ones,” then your
screener question should not be any version of “Do you have a hard
time knowing what gifts to buy your loved ones?”

Screener questions should seem nonintrusive to the participant, but
you know they are dealbreaker questions. To construct them, it might
be helpful to work backward. What are the exact answers you must
hear from someone to qualify them? Sometimes, it takes a few itera-
tions of your screener questions to ensure that you are talking to the
right people.

Here are the screener questions Bita used:
1. Are you married, and if so, when did you get married?
- Got married in the last two years (continue to question 2)

« Not married or married more than two years ago (kindly end
the interview)

2. What city did you get married in?
- Los Angeles (interview the person)
« Anywhere other than Los Angeles (kindly end the interview)

Based on Bita’s persona, the goal of her screener questions is to iden-
tify if the person she’s interviewing recently planned a wedding in Los
Angeles. She needed participants with fresh memories of their process
for planning a wedding.

Phase 3: the interview

If a person passed the screener test, Bita was able to move on to the
actual interview questions. These are the ones asked with the inten-
tion to validate each assumption you made about your customer seg-
ment. Bita’s persona (Figure 3-4) had a total of 11 assumptions across
the description, behaviors, and needs and goals. Therefore she needs
to generate questions and prompts that will determine the accuracy
of the assumptions. For examples, the behavior statement “Looks at
parks and gardens as possible venues” needs a question that addresses
where she looked for wedding venues. If the participant answers with
those types of locations, then that would confirm the assumption. If
the majority of the participants don’t mention parks or gardens, then
the statement needs to be updated after the first set of interviews to be
more accurate.
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Let’s take a look at how Bita handled her interview questions:
1. Do you work full time or part time?
2. How did you go about planning your wedding?

« Prompt for both venues they had considered and also the one
they picked

- Prompt for how they discovered and learned about each venue
« Prompt for tools/means, such as internet, word-of-mouth

« Prompt for when they planned, such as at work, in the eve-
nings, on the weekends

W

. Would you say your wedding was more formal or more casual?

N

. Did you make any compromises when planning your wedding?
Why?

U1

. Did you have a budget for venues, and were you able to stay within
that budget? (If not, by how much more?)

6. How many people did you have at the reception (for example, 50
to 200)?

7. What were some of the challenges you faced in finding the venues
(Prompt: e.g., finding the ideal location, such as by the beach)?

]

. How did you overcome these challenges? Did you end up having to
compromise on your ideal wedding?

These questions actually set up the context for our solution. Now
that the participant has that context, it’s time for Bita to ask her
money-shot question.

=]

. Have you ever heard of or tried a website called “Airbnb”?
» Yes (continue to question 7)

- No (quickly explain Airbnb’s value prop with respect to the
part about short-term subletting and continue to question 7)

10. Ifthere were a website, like Airbnb, that gave you numerous choices
of gorgeous homes with big backyards in LA that you could rent
specifically for a wedding event, what would you think?
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You end with your money-shot questions, which are when you actually
pitch your initial value proposition. You want to listen and not sell. See
how open-ended Bita’s questions are? She’s just pulling the trigger on
the solution to see what response she gets without trying to bias the
participant in favor of or against it. When you ask the money-shot ques-
tion, just capture the essence of the person’s response and, if appropri-
ate, ask any relevant follow-up questions.

Thank the person, give them the gift card if you offered them one, and
let them go on with their day. Ideally, you will collect at least 10 com-
plete interviews from screener to money-shot for this initial round of
customer discovery. This should be enough to see patterns across mul-
tiple dimensions.

Two-sided marketplaces

What if you need two distinct customer types for your product to
have value? A two-sided marketplace is a platform for value exchange
between two distinct user groups. Two-sided markets drastically affect
the product strategy because they require two different user experi-
ences—one for each customer segment. Companies like eBay have
buyers and sellers. Airbnb has hosts and guests. Eventbrite has event
producers and event attendees. These platforms are insanely good at
frictionlessly bringing together these customer segments through dis-
tinct feature sets.

The real Airbnb is a digital platform that facilitates one set of cus-
tomers (hosts) who sublet their properties to another set of custom-
ers (guests). Airbnb then collects a small percentage of the transaction
from both “sides.” This is the essence of a peer-to-peer business model
(also known as collaborative consumption), which would be the same for
Airbnb for Weddings. So for Bita and Ena to help spouses-to-be find
affordable wedding venues, they must match them up with the other
side of the market: people who are willing to rent their homes out for
a wedding event.

Ena realized this during her customer discovery. Consequently, she
took a step back and created a provisional persona of her other primary
customer, which you can see in Figure 3-6.
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FIGURE 3-6

Ena’s provisional persona for a potential wedding venue host
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This is the customer segment that also must exist to make her value
proposition work. Ena needs people who own nice homes in Malibu and
are open to imaginative solutions for taking advantage of their home’s
value. They are probably older than our spouses-to-be and quite con-
cerned that their homes don’t get trashed, or so Ena’s persona assumes.

I asked Ena how she planned to validate this provisional persona.
Where would she find people of this type? Would she knock on big
fancy doors of homes by the beach? Good luck. Maybe she could ask
people who were shopping at the high-end grocery store in Malibu if
they would rent their home. I was concerned that she was chasing a
persona that wouldn’t be easy to verify. So I sent her out to do more
customer discovery.

The following week Ena came back with some pretty cool validation,
which is shown in Figure 3-7. She had put on her spouse-to-be hat and
contacted some real hosts on the real Airbnb. She asked them if they
would consider renting their homes out for a wedding event. She even
asked how much they might charge. As it turns out, people are already
doing this.

Hosts on Airbnb were already bending the system. They were creating
pricing packages totally separate from the Airbnb business model and
UX, and the responses showed Ena how familiar hosts were with wed-
ding inquiries.

\ Hi Ena,
‘ E‘_, Thank you for your inquiry! We would love to host you, and your guests :) The base price is

example, with 50 people it would be an additional $2000. Plus a cleaning fee of $500

to let you know that our house is on La Costa beach which is a private beach - no public
access. It's perfect for hosting weddings.

| look forward to hearing from you

Best,

Kate

$1500/night (up to six overnight guests), and $40 per person for the wedding attendees. For

It looks like you are from California, so you probably know Malibu well, but just in case wanted

FIGURE 3-7

Example of a positive response from hosts on Airbnb for Ena’s inquiry about renting

their home for a wedding
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STEP 5: REASSESS YOUR INITIAL VALUE PROPOSITION BASED ON
WHAT YOU LEARNED

As you can see, conducting validated user research does not need to be
costly or time-consuming. For Bita, it cost her one Saturday to validate
whether her assumptions were right, which she then compiled into the
results shown in Figure 3-8.

Yes, she only talked to 10 people who passed her screener questions,
but she found that 9 of them had a huge problem finding an affordable
venue. Obviously, her assumption was validated. However, she also
gained additional intelligence about how much those people spent on
their weddings and how many people they invited. She learned that 70%
of her participants had weddings with 175 guests. This affected how
she thought about her value proposition because it meant the detail of
venue size was actually more important than she originally assumed.
It made her question whether there were homes large enough in Los
Angeles to accommodate the needs of her target customer segment. It
was a reality check.

RESULTS

Total Number interviewed: 10 people

Challenged finding venue of choice: 90%
Pricey: 100%
Too much research: 90%

Reception/Wedding Expenditure

M Least Amount:
$12000 (30%)

M Average Amount
$35000 (50%)

i Highest Amount
$60,000 (20%)

Number of Guests invited:

25 People: 10%
175 People: 70%
500 People: 20%

FIGURE 3-8
Bita’s customer discovery results
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In contrast, Ena’s customer discovery revealed that there is already
an existing solution for Airbnb for Weddings, and it was...Airbnb!
However, she also learned that Airbnb is not designed to address all
the logistical needs faced by the host or spouse-to-be. For example, you
can’t deal with other aspects of wedding planning, such as the food,
parking, flowers, etc. Yet people (both hosts and spouses-to-be) are cur-
rently using Airbnb as a Band-Aid solution because it is a workaround
for booking an affordable wedding venue! It’s when you stumble on
evidence like this that your “value innovation” creative juices should
start flowing.

Now that we have feedback, you and your team, like Bita and Ena, will
have some decisions you need to make, because one of three things
should have happened:

+ You did not validate all the assumptions from your provisional per-
sona(s). Therefore, you need to pivot on who you think your cus-
tomers really are. Go back to Step 1.

+ You did not validate a common pain point your customers are expe-
riencing. Therefore, you need to pivot on the problem. Go back to
Step 2.

+ You validated your problem statement and provisional persona(s)
and are confident about your solution’s initial value proposition.
You can choose to conduct more customer interviews with more
participants to further validate your persona or even experiment
with other segments. When you are ready, go on to Chapter 4.

Recap

A good business strategy is one centered around the customer. This
is why you must validate your presumed customer segment and their
unmet needs. By mashing up customer discovery techniques with tra-
ditional user research tools such as provisional personas, you now have
a cost-efficient way to determine if you are on the right track. Even
if you are intimidated by talking to strangers, new to field research,
locked in by a requirements document, fighting a looming deadline,
or staring at a two-line vision statement, you want to learn as much as
you can about your future users before you start building a product.
Because doing so is always far better than making an “ASS out of U
and Me.”
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Conducting Competitive Research

You were right. I was on the wrong track.

We're deep in the valley, how deep in the gully.

And now in the canyon. Out in the yonder.
—SONIC YOUTH"

NOW THAT YOU HAVE A STRONG POSITIVE SIGNAL FROM ACTUAL REAL-
life users, you need to ask, “Why hasn't this solution been built yet?”
Or, as in the case of Bita and Ena after their customer discovery, “Who
else is solving this problem now, and how?” I hesitate to say that every-
thing has been done, but pretty much everything has been attempted.
After all, individuals and companies have been designing products for
distribution and consumption on the internet for more than 25 years!
Knowing what has worked or failed is crucial to identifying a compet-
itive advantage and defining your business model. So, in this chapter
and the next, we will look more deeply into Tenet 1: Business Strategy
(Figure 4-1) so that you can develop a framework for making competi-
tive assessments and strategic decisions.

* Sonic Youth, “Death Valley '69,” Bad Moon Rising (Iridescence, 1984).
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BUSINESS STRATEGY

FIGURE 4-1
Tenet 1. Business Strategy

Learning Lessons, the Hard Way

Doing solid investigative competitive research is like peeling an onion.
The more layers you peel, the more you reveal. And it might also bring
tears to your eyes if you discover that your product vision is not unique.
But don’t you want to know what it will take to beat the competition
sooner rather than later? If you don’t know what you don’t know, you
are at risk of learning the hard way.

Take, for instance, my dear father. In 1976, at the age of 38, he got up
the courage to quit his full-time job as the area management supervi-
sor for a popular California restaurant chain. He’d been working for
others since he graduated from UCLA with an accounting degree and
was eager to be an entrepreneur. His good friend did well for him-
self by opening several hot dog stands in the Los Angeles area. So, my
father was confident that his own management experience would bring
him success.

He soon found a hot dog stand for sale next to a carwash in North
Hollywood. He watched the operation briefly and saw how very few
customers came to the stand even while their cars were being washed.
The place was run down, and the owner appeared indifferent to his
customers. My father saw an opportunity for turning the stand into a
profitable business and bought it immediately.
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Figure 4-2 shows how he gave everything a fresh coat of paint,

updated the menu, and put up a big sign that said the stand was under
“new management.”

FIGURE 4-2
Polaroid of Alan Levy in front of his hot dog stand in 1978

On opening day, however, he sold fewer than 10 hot dogs. Worse, cock-
roaches crept across the serving counter, and my dad kept trying to
squash them before customers walked up. At the time, my brother and
I (then 10 and 12) would hang out at the stand on the weekends, and
we could see that my dad didn’t know what to make of his new busi-
ness. Eventually, he realized that despite all his efforts, he couldn’t
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turn it around. His management expertise did not translate into the
emotional stamina and physical strength required to perform the daily
operations of the business. So he put it up for sale.

One morning, someone responded to his “Hot Dog Stand for Sale” ad.
The man showed up to the stand at noon and introduced himself. He
bought a hot dog and then sat down at a table to observe the entire
lunch shift. In the first hour, an elderly woman who lived at the nearby
senior-citizen home walked up and bought a hot dog. After one bite,
she asked for her money back. She said, “It didn’t taste right.”

The man came back the next day and watched another lunch shift.
Before he left, my father asked him what he thought of the business.

“To be honest, Alan,” the man replied with a heavy Armenian accent,
“you are married to a corpse.”

That comment depressed my father for days. He decided to accept his
fate and sold the stand at a significant loss, which was truly tough for
my family. But the whole experience taught my father (and us kids) les-
sons that were huge.

Lessons Learned

+ Before you start a new business, learn everything you can about
how it works. Don’t let your enthusiasm dull your logic.

* Investigate your competition. What are they doing right? What
are they doing wrong? Why should customers come to you?

* And when you can’t figure out how to make it work, admit defeat.
It’s okay to fail!l But move on. Or pivot!
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Looking at the Competition to Uncover Nuggets

“Strategy is not just about having an intention. An intention to be the
industry leader may be a start, but we only get to strategy by under-
standing the difficulties of achieving this goal in a particular context,”
asserts J.-C. Spender.” To be competitive, you need to know what’s out
there, what has worked, and what has not worked. Otherwise, how
would you know if the product you envision will be entering into a red
ocean versus a blue ocean, as discussed in Chapter 2? To increase your
odds of survival, you want to study how the current digital solutions
address the needs of your target customers. You may discover that your
product could become a category creator through market positioning.

That’s why conducting research on the competition is a crucial compo-
nent of business strategy. You want firsthand knowledge of the good
and bad user experiences and business models provided by your rivals.
If done thoroughly, the research can provide a treasure trove of insight
into emerging industry trends, nascent markets, and outdated man-
ifestations of mental models. It will also help your team learn about
standard design conventions and noteworthy marketing tactics. To con-
nect the dots, though, you first need to collect them.

Assessing how your current or future product compares to others is
a complex, daunting, and continuous task. But you don’t have to hire
a pricey market research analyst if you are open to a DIY approach.
As business strategy maverick and book author Henry Mintzberg says,
“Real strategists get their hands dirty digging for ideas, and real strate-
gies are built from the nuggets they uncover."

I have found that the most efficient way to do a comprehensive competi-
tive analysis is to collect all of the data in a matrix. It’s a straightforward
way to do a cross-comparison. By using a spreadsheet, I can method-
ically capture information and avoid missing important data points.
The matrix helps keep track of everything that needs to be compared.
When it’s complete, I can rationalize my position with a cogent under-
standing of numerous qualitative and quantitative data points.

* ].-C. Spender, Business Strategy: Managing Uncertainty, Opportunity, and Enterprise (Oxford:
Oxford University Press, 2015).

T Henry Mintzberg, “The Fall and Rise of Strategic Planning,” Harvard Business Review,
January 1994, https://oreil ly/ImcVX.
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I use Google Sheets because I prefer a free cloud-based tool that is
easily accessible to as many people—teammates and stakeholders—
as possible. It’s important that everyone has access to the most up-to-
date research, and this way I avoid blank stares during important
discussions.

Figure 4-3 depicts a partial example of a spreadsheet that I created
using Google Sheets specifically for conducting competitive research.
It includes research that was conducted in 2020 on the Airbnb for
Weddings value proposition for reference.

As 1 mentioned in the Preface, you can access the UX Strategy
Toolkit, which contains the Competitive Analysis Matrix tool, at
https://userexperiencestrategy.com.

Your ultimate goal is to devise a solution that creates a competitive
advantage. The research your team does in the tool will force every-
one to look across the competitive landscape with an eye for excellence
or mediocrity in how the competitors deliver their user experiences.
The devil is in the details, and it’s in those details that Tenet 2, Value
Innovation, can be conceived. (See Chapter 6 for more on this.)

You can only conduct a solid analysis if you have solid research as the
input. This sounds obvious, but it’s amazing how many quick deci-
sions are made after only a cursory examination of the marketplace. As
strategists, we need to help our clients and stakeholders filter the com-
petitive research into bite-size, actionable takeaways in which everyone
can make smart, analytical decisions. Let me break it down slowly. At
the end of this adventure, you will see that knowledge is power.
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Conducting UX-Focused Competitive Research

There are many benefits to having your competitive research conducted by
the UX lead or a UX team member:

UX innovation
UX designers instinctively think about how easy it is for someone to
accomplish a task. They can spot an opportunity for improvement by
changing an interaction design pattern. Think back to our Tinder exam-
ple and how a simple swipe left or right to make a decision became the
heart of the product.

Efficiency and domain expertise
It’s faster to have the same UX designer research and build the product.
They will see which interaction design practices (like “onboarding”)
work the best by examining the competition. They will also become
familiar with the subject matter and domain (i.e., healthcare or mobil-
ity) as they explore taxonomies, content, and business models.

Tag team
UX leads can focus on the analysis while delegating the labor-intensive
research to junior team members. The junior members will benefit from
the hands-on work and mentorship. Overall, the entire UX team will
become familiar with the competitive landscape.

Understanding the Meaning of Competition

As digital product makers, the marketplace we serve and compete
in is the internet. It’s not only our marketplace; it’s our distribution
medium. You and your team create for, deliver products to, interact
with, and acquire more users than any other medium through this dig-
ital highway. This is why the internet is far more powerful than tradi-
tional mediums like television and radio.

Your marketplace contains all of your existing and future customers.
They can be either paying or nonpaying customers. They can be of
almost any age range so long as they can interact or engage with the
product digitally to accomplish their task. If a company in this space
offers a product that is similar or even similar-ish to yours, they are
your competitors. They have the ability to cut into your share of the
potential four-plus billion people using the internet.
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However, not all of these four-plus billion people are necessarily your
customers. (If you think they are, please reread Chapter 3 right now.)
If you realize this from the start, it will become easier to pinpoint
your competition.

TYPES OF COMPETITORS

A competitor is a person, team, or company that shares your goals and
is fighting for the same things that your product team wants. Even if
you are entering a new market, there might be no obvious competi-
tion. Still, the chances are that there is a niche market being defined by
either internet giants or nascent startups that you have yet to consider.

Direct competitors are companies that offer the same or a very similar
value proposition to your current or future customers. For instance, a
direct competitor to Uber is Lyft. When both companies started, they
solved the same problem for the same customer with essentially an
identical solution. Taxi services are also a direct competitor to Uber
even if they have a different business model than ride-hailing.

The initial value proposition of Airbnb for Weddings that we defined
in Chapter 3 is an online marketplace for listing and renting private
properties as wedding venues. In my research, I found that the biggest
direct competitor was a site called Wedding Spot, shown in Figure 4-4.

WEDDING
T Browse Verues ~ BlogiSign In | Join as aVenue

Find Your Perfect Venue

Browse and price out'thousands of venues,

Browse all venues

FIGURE 4-4
Direct competitor’s website: Wedding Spot
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Pkannmg for fveryone

%&ywr day, vaarway"

Find A Couple

o

FIGURE 4-5
Indirect competitor’s website: The Knot

The reason they are the biggest direct competitor is that they are 100%
focused on helping spouses-to-be find a wedding venue, and they have
the most wedding venues (currently 730) listed in Los Angeles. They
also offered some great features, including side-by-side venue compari-
son and transparent pricing, which no other competitors offered.

Indirect competitors offer a different value proposition, but some-
how their solution may satisfy the needs of your target customer. For
instance, an indirect competitor to Uber is public transportation. It
solves the problem for the customer but with a different solution.

The biggest indirect competitor to Airbnb for Weddings is The Knot,
shown in Figure 4-5, which provides comprehensive wedding resources
and planning tools. This includes a large collection of wedding venues
to search through and book. However, they are being categorized as an
indirect competitor because wedding venue listings are just a part of
their solution.

Indirect competitors may only solve part of the problem for a customer
segment or conversely have a much larger value proposition. Common
indirect competitors tend to be horizontal marketplaces and aggrega-
tors such as Amazon, Craigslist, and Yelp. That is because they provide
numerous solutions for numerous customer segments. Amazon can
be the most menacing indirect competitor to any ecommerce company
because they’re the go-to store for online shopping. Be careful in think-
ing that Amazon is a direct competitor just because your target custom-
ers are currently using it for the solution. Instead, ask yourself, Would
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Amazon consider my business to be a direct competitor? Probably not.
A direct competitor for Amazon’s marketplace would be another hori-
zontal marketplace, such as Walmart.

It may also be helpful to look at adjacent markets to find indirect com-
petitors. These competitors could potentially expand into your market
(i-e., Netflix tackling streaming and content production or Uber doing
food delivery).

If you're not sure whether a competitor is direct or indirect, wait until
you've completed the research. In Chapter 5, you'll learn how to ana-
lyze competitors and have a chance to put them into the right category.

But no matter, whether the competition is direct or indirect, the internet
is an intense marketplace. Make sure that you consider all of your com-
petitors before you make decisions about what your research is telling
you. (That also happens in Chapter 5.) The reality is that people often
use products or combinations of products in ways that are unexpected
by the product makers, and it is your task to uncover them. (Remember
what Ena discovered about hosts for wedding venues on Airbnb!)

HOW TO FIND YOUR COMPETITORS

There are many ways to learn who your direct and indirect competitors
are. During customer discovery or other research, users might share
the names of products they’re using. During stakeholder interviews,
the client, investors, and other product owners will probably drop the
names of competitive products of which they are aware. Or, they might
mention a product they admire and want to emulate. That’s why it’s
crucial to keep track of competitor names so that you don’t forget them
from the very beginning of your research. Start making a list of poten-
tial competitors somewhere readily accessible like a note-taking app, a
Google doc, or the Competitive Analysis Matrix.

Fortunately, we also live in a time where there are hundreds of web
tools for doing effective competitive research: Google, Bing, Yahoo, and
more. The algorithms behind our search tools are very complex, and
that means even the order of results can tell us something when we
begin to gather data.
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To find my competitors, I first get into the headspace of my targeted
user segment. In the case of Airbnb for Weddings, that means I want

to think about how my spouse-to-be might approach the task of finding

a wedding venue through keywords. As I discover useful keyword com-
binations, I store them in the Competitive Analysis Matrix tool in the

designated cells found below the competitor rows.

Some keyword examples are:

Venue booking

Wedding venues
Wedding venues near me
Wedding apps

Wedding planning apps
Wedding halls

But that’s only my starting point. I typically employ the following tech-

niques to quickly build a comprehensive list of popular keywords,

which then lead me to a wider range of competitors to consider.

1.

GO gle Q. wedding venue

Using the keywords I brainstorm as a starting point, I'll type one
of them into Google Search. As you type the keyword, Google
Predictive Search displays the most popular permutations of that
keyword, as seen in Figure 4-6. I will type in different permuta-
tions of keywords until I have a well-balanced list. If you have a key
phrase instead of a word, always put it in quotes. Be sure to try the
keyword “app” or “apps” even if your value proposition is not for an
app so you don’t overlook any mobile contenders.

=
Jo)

Q, wedding venues near me

outdoor wedding venues

compare wedding venues
affordable wedding venues

cheap wedding venues

wedding venues southern california

free wedding venues los angeles

PO PP P PP

wedding venues pasadena
Report inappropriate predictions

FIGURE 4-6
Google’s suggested alternative search terms based on keyword input
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2. You should also look at the bottom of the Google search results
page for the “searches related to...” suggestions, as illustrated in
Figure 4-7.

Searches related to "wedding venues"

wedding venues malibu wedding venues pasadena
wedding venues in california wedding venues | southern california
wedding venues near me cheap wedding venues

outdoor wedding venues affordable wedding venues

Go gle >
12345678 910 Next

FIGURE 4-7
The related search terms suggestions displayed at the bottom of a Google
search query

3. To make sure I haven’t left any important search terms on the
table, I jump over to the free-to-use “Keyword Planner” feature
within Google Ads, as illustrated in Figure 4-8. It is typically used
to discover new words for planning a pay-per-click (PPC) market-
ing campaign.

Discover new keywords

START WITH KEYWORDS START WITH A WEBSITE

Enter products or services closely related to your business .
P Y ¥ Try not to be too specific or general. For example,

g . R ‘meal delivery" is better than "meals” for a food
wedding venues" €3 |+Add another keyword delivery business

& English (default) @ United States Learn more

Enter a domain to use as a filter
& https:// Using your site will filter out services, products, or

brands that you don't offer
GET RESULTS

FIGURE 4-8
The Google Ads Keyword Planner tool for accessing Google data about the
popularity of search terms
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If you look at Figure 4-9, you'll see that Google generated other
relevant phrases to explore.

Now that I'm armed with dozens of keyword ideas (see Figure
4-10), I can do a more extensive deep dive with my Google search

queries.
wedding venues wedding halls
wedding venue near me venue booking
outdoor wedding venues Ve ¢ orte flir Hochzeiten
affordable wedding venues venues near me
wedding venues southern california wedding reception venues
free wedding venues Airbnb for Weddings
wedding venue websites small wedding venues
wedding planning apps Keyword phrase or word 18
wedding apps Keyword phrase or word 19
cheap wedding venues Keyword phrase or word 20
FIGURE 4-10

The Airbnb for Wedding’s keyword phrases stored in the Competitive Analysis
Matrix tool

4. 1 might also bring out the big guns by using Crunchbase Pro.
Crunchbase is a platform for finding business information about
private and public companies, and the pro version gives you access
to advanced tools and additional data. As you can see in Figure
4-11, this is the list of competitors I found after searching for
“Wedding Venues.”

Not all the companies displayed may be relevant to my value prop-
osition. So I skim through the list to determine who my true com-
petition is.

5. Don'’t forget that your customer segment probably exists in other
parts of the world, and that means your competition probably does,
too. This is especially important to consider if you're entering a
“new” market. By using Google’s advanced search tools for region
and language filters, you will probably be able to find products in
other countries and languages. If you aren’t having much luck, then
try this workaround I did for Airbnb for Weddings. Using Google
Translate, I translated “wedding venues” into other languages like
German (“Veranstaltungsorte fiir Hochzeiten”). Armed with that
keyword phrase, I could then perform a basic Google search or
Step 1 in this list to find more competitors.
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A good search result will often yield more than potential competitor
websites on the search page, too. It will lead you to media platforms like
Medium posts or niche blogs in which you can find “Top 10” or “Best
of” articles from experts. These articles are another great jumping-off
point to find competitors. In addition, don’t limit yourself to the first
page of results. Look through at least five pages (the top 50 results) and
see what treasures might be buried.

Ideally, you want to be as quick and precise as possible when scanning
your results. What sets a professional web researcher apart from an
amateur is how they can determine if the product matches their crite-
ria. Don’t be lazy. Be systematic and review all the links to ensure that
you don’t miss anything.

NARROWING DOWN YOUR COMPETITION

Now you should have a massive list of competitors. When I finished
up all my search term permutations for Airbnb for Weddings, I prob-
ably had over 40, but that didn’t mean all of them were relevant to my
value proposition. So now it is time to start pruning down that list. Go
back through each competitor. Click through to the landing page or
screen and examine it. Read the About pages. Scan products. You want
to determine if it matches your value proposition in any way. If it does,
keep the competitor on your list. If it doesn’t, then remove it.

If you have truly hit a blue ocean and there are only a handful of com-
petitors in your market, shoot for identifying the top five direct and
indirect competitors. If you haven’t, then try to build out a diverse list
of your competition. You want to get a panoramic view of all the differ-
ent products in the space.

Researching All of the Competitive Data Points

Now we have a list of competitors, and that means we can start gather-
ing the rest of our data. If you haven't already, go ahead and open the
Competitive Analysis Matrix tool from the UX Strategy Toolkit. Figure
4-12 shows a blank version of the tool.

If you look at the example, you'll see that rows represent competitors,
while columns represent competitor attributes. (See Figure 4-13.) The
rightmost column is the analysis column, “SWOT Analysis from the
Competitor’s Perspective,” which you can ignore until Chapter 5, after
you collect all your research.

4. CONDUCTING COMPETITIVE RESEARCH 87



COMPETITIVE ANALYSIS MATRIX

Your Value Prop Goes Here URL of Website or App | 4gin Credentials Value Proposition
Store Location

DIRECT COMPETITORS

Competitor Name 1

[Competitor Name 2

[Competitor Name 3

[Competitor Name 4

Competitor Name 5

add more rows if needed
INDIRECT COMPETITORS
|Competitor Name 1
[Competitor Name 2

C itor Name 3
C itor Name 4
C itor Name 5

add more rows if needed

FIGURE 4-12
Competitive Analysis Matrix tool (partial view)

URL of Website or q . o Year Funding Revenue
App Store Location Login Credentials Value Proposition Founded e e —

Monthly Traffic and Ranking Number of Listings,

or Mobile App Downloads Items, Users, or Posts Rimanvicateoores Sccialliationns

Community or Competitive Advantage

UGC Features and/or Key Features Region

Content Types Personalization Features
General Notes Notes to Self SWOT Analysis from the

LelnsLeEaiaton Customoniisyiews or Recent News or the Team Competitor's Perspective

FIGURE 4-13
Horizontal (x-axis): Attributes go across the columns (shown here stacked in four rows
to fit on the page)

We're going to attack each row, evaluating each competitor based on
a range of market and UX attributes. I will explain the attributes that
need to be captured in each column. Not all of the attributes are appli-
cable or relevant to all digital products. Just delete the ones that don’t
apply to your value proposition or product and add any missing attri-
butes that do. What is crucial is that the pros and cons of the UX and
business models are clearly evaluated.

COMPETITOR NAME

If you have not already done so, plunk your competitor list into the left-
most column of the y-axis below the cell where you enter your value
proposition, as depicted in Figure 4-14. Take a little time to organize
your competitors into direct and indirect competitors. But be aware that
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as you research, your perception of whether a competitor is direct or
indirect might shift, especially if you vacillate on your value proposi-
tion. The list will eventually need to be reorganized, and I go over that
in Chapter 5, when you start your analysis. For the time being, let’s just
focus on correctly capturing the right data points.

FIGURE 4-14
Vertical (y-axis): Your
value proposition and
competitors are listed
down the rows

Airbnb for Weddings is an online

marketplace for listing and renting
private properties as wedding venues

DIRECT COMPETITORS

Wedding Spot
Here Comes the Guide
Wedgewood Weddings

INDIRECT COMPETITORS

The Knot

Wedding Wire

HitchBird

Airbnb

Yelp (can search wedding-related keywords)
WebShed

Peerspace (has wedding option)

Splacer (has wedding reception option)
VenueBook

Okay, now take a deep breath because we are about to jump into the
labor-intensive part of the process. Pace yourself so you can transcribe
data quickly and thoroughly. Research can be time-consuming; so
when you go down the rabbit hole, be sure to come up for air.

For your first pass, spend up to an hour filling out as many cells as
possible in each row. Set a timer for 30 minutes to give yourself a real-
ity check at the halfway point. Keep your documented research brief
and to the point. This way, if you or anybody needs to refer back to
the spreadsheet, it won’t require scanning excess or unrelated infor-
mation. Also, try to keep an open mind while doing this. The only bias
you should have during this process is determining whether or not the
product is actually a competitor.
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URL OF WEBSITE OR APP STORE LOCATION

This is where you put the primary online location that customers use
to access the product. For websites and platforms, it will be the website
address as depicted in Figure 4-15. For multiplatform products, you
can list website URLs, links to app-store preview pages, and so on. You
want to make the information easy for your team to reference regard-
less of what device everyone has. Here are sample links to the Waze app
listing for Apple and Android:

Apple
https://apps.apple.com/us/app/waze-navigation-live-traffic/
id323229106

Android
https://play.google.com/store/apps/details?id=com.waze&hl=en

If a product is a native mobile app with a nonessential desktop coun-
terpart used only for marketing or support, it’s not crucial to list both
platforms. Be sure to hyperlink the URL so you can easily access the
sites from the spreadsheet.

If you find that the competitor’s website and mobile app are both cru-
cial to the customer experience of the product, be certain to address
both of them as you continue your evaluation. It might be helpful for
the sake of clarity to list both in separate rows so that you can cleanly
evaluate each.

URL of Website or App Store Location

https://www.wedding-spot.com

FIGURE 4-15
Example of website URL for Wedding Spot

LOGIN CREDENTIALS

To beat your competitors, you need to know exactly what they are doing.
The best way to learn about your competitor’s experience and/or sales
funnel is by becoming a user yourself. That’s right! You want to create
an account or download the app. The column shown in Figure 4-16 is
where you keep track of that information.
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Login Credentials

wonderfulwedding2020@gmail.com
password: Wedding2020!

FIGURE 4-16
Example login credentials

The benefit of tracking the access information is that it saves time
for you and the rest of the team. They won’t have to create and pseu-
do-personalize a profile, too. This is especially useful if you're research-
ing a two-sided market in which you need two types of accounts, i.e.,
buyer and seller. Don’t be sophomoric when creating all of these new
accounts, and be very cautious about usernames, passwords, and the
personal information you choose to share. In some cases creating fake
accounts for testing software can also be problematic depending on the
Terms of Services you agreed to when you signed up for your internet
provider, the website or app you want to check out, or even the company
for which you work. For more on this, check the SCIP Code of Ethics.”

In some enterprise environments, and for many B2B products, you can
only access the product or get a demonstration by providing your con-
tact information and setting up a sales call. Some corporations forbid
their employees from doing this kind of investigative research, or they
require you to go through extensive legal or auditing processes. One
possible workaround is to scour YouTube and Vimeo for publicly avail-
able demonstrations, tutorials, and product reviews. If you need more
information than what you can find online, you may need to bring in
an outside agency.

VALUE PROPOSITION

As explained in Chapter 3, the value proposition is what a company
promises to deliver to the customer; it’s the high-level description of the
product or business. So it will be very useful to your team to know how
your competitors might explain it to a customer or investor. It is in this
description that it is ideal to include the primary customer segment(s).

* “The SCIP Code of Ethics,” SCIP, https://oreil Iy/QpTaz.
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Value Proposition Value Proposition

Wedding Spot is an online Peerspace is an online marketplace that connects
marketplace that allows wedding professionals and businesses to creative spaces.
planners to search, price, and
book wedding venues. Peerspace has a wedding sub-category for
spouses-to-be to find non-conventional venues.

FIGURE 4-17
Value propositions descriptions for a direct and indirect competitor

You can often find this information by looking in the following places:

“About” or “About Us” section
The value proposition is often written here by the competitor.

Crunchbase (and sometimes Owler)
Both the “Company Overview” and “Detailed Description” section
have company descriptions. This is a good place to look at startups
in particular.

iTunes or Google Play app stores
The first two lines of the “description” are generally what you need.

Social networks such as LinkedIn, Facebook, Pinterest, Twitter, and YouTube
These sometimes provide information about the value proposition.
These are particularly helpful when you are looking at more estab-
lished companies.

Online annual report (for publicly traded companies and nonprofits)
An annual report is a company’s yearly report to shareholders, doc-
umenting its activities and finances in the previous financial year.
It typically has a description of the company near the beginning.
Simply Google the competitor’s name and “Annual Report” to find
it. Or look it up on EDGAR (Electronic Data Gathering, Analysis,
and Retrieval).”

* James Chen, “Electronic Data Gathering, Analysis and Retrieval (EDGAR),” Investopedia,
July 31, 2020, https://oreilly/rzrHyv.
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Pseudo-User Quick Tips

Create one global username and password for all the products in
your audit. It makes it a lot easier to remember and distribute to
your team. Include a capital letter and number in your password
because that criterion will be required by some of the products.

Don’t ever use personal information such as your kid’s birthday,
your passwords, or profanity. You will potentially share this infor-
mation with clients or colleagues.

Do not use any single sign-on options like your personal
Facebook or any social network account ever. If you plan to cre-
ate anonymous profiles on social networking platforms, be aware
that you may be violating their terms of service, and the account
might be deleted at any moment.

If it is a transactional website you are researching, purchase
something. If it is an app that you must purchase (versus a free
one), pay for it. Don’t be frugal! It’s usually only a few dollars here
and there. This is another reason why having one user account for
your entire team is worth the financial investment.

Collect competitor information in a way that is secure, legal, and
ethical.” More and more online companies and services are tight-
ening up their security, requiring two-factor authentication and
more. Check out the latest information security blogs and books
like Open Source Intelligence Techniques' by Michael Bazzell for
more information on how to securely collect competitor informa-
tion using tools like virtual machines.

* “The Ethics of Competitive Intelligence: The Fine Line Between CI and Corporate
Espionage,” LAC Group, September 23, 2019, https://oreil.ly/F36KF.

T Michael Bazzell, Open Source Intelligence Techniques: Resources for Searching and Analyzing
Online Information, 7th ed. (Independently published, 2019).
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Figure 4-17 demonstrates the value propositions I captured for a direct
competitor, Wedding Spot, and an indirect competitor, Peerspace.
Because I wanted to be contextually precise and concise, I didn’t nec-
essarily cut and paste Wedding Spot’s entire value proposition and/or
statement into the column. Instead, I distilled it to the essential com-
ponents of the value proposition, including the relevant customer seg-
ments they serve. Regarding indirect competitors like Peerspace, I
made sure to include the aspect of the value proposition that pertains to
mine. Otherwise, it might not be obvious to my collaborators or stake-
holders exactly why less-obvious competitors are included in the audit.

Year founded

What year was this company founded or the product launched (Figure
4-18)? You should be able to find this in the same place you found the
value proposition, like the About Us section, Crunchbase, or so on. It’s
useful information to have when you do the analysis because you can
see what players (products and/or services) are new to the market and
who'’s been around for a while. In this example from The Knot, we can
see that they have been around since the mid-90s. This indicates that
they weathered the storm of the dot-com bubble bust and can be con-
sidered “first to market” with their particular solution.

FIGURE 4-18

Year Founded USRI
founded for The Knot

1996

Funding rounds

A funding round is a discrete round of investment by which a busi-
ness or other enterprise raises money to fund operations, expansion,
capital projects, acquisitions, or some other business purpose.” (See
Figure 4-19.) This information is important because competitors with
a lot of funding have a competitive advantage. Publicly held companies
can raise capital by creating and selling shares. Startups may be self-
funded through friends, family, and/or credit cards. If you have any

* “Securities Offering,” Wikipedia, https://oreil ly/aKEBG.
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doubts or notice any discrepancies about the funding and/or merger
and acquisitions of a competitor, do a Google search for a recent press
release by the company. Other places to find this information is at
Crunchbase and/or the competitor’s website.

FIGURE 4-19
Funding ROI.II'IdS Example of funding
rounds and amount(s)
for Wedding Spot

Raised $3.2M in two rounds
from three lead investors

Revenue streams

A revenue stream is how the product brings in money, and if you'll
recall, it’s an important component of a business model. (See Chapter
2.) It could be via a transaction fee, advertising, monthly fees, member-
ship tiers, paid features, Software as a Service (SaaS), selling user data
and trends to other companies, etc. The company might even have no
revenue stream because it’s counting on a buyout from a larger com-
pany (e.g., Facebook, Amazon, Apple, Netflix, and Google) before their
funding runs out. If it isn’t clear, there are always clues. For example, is
there advertising on the website? See if you can find an “Advertise with
Us” link. Annual reports also contain this type of information.

As Figure 4-20 depicts, I discovered that The Knot had numerous rev-
enue streams, but vendors who pay a subscription fee to appear on list-
ings was their primary one.

Revenue Streams

Local advertising (listing subscriptions; being paid
by local vendor is their primary revenue stream.
National advertising. Registry referral commissions.
E-commerce (personalized napkins, glasses, etc.)

FIGURE 4-20
Example of revenue streams for The Knot
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Monthly website traffic/app downloads

This is a measurable and quantifiable attribute for benchmarking how
much monthly traffic goes to a competitor’s website or app. SimilarWeb
(www.similarweb.com) is the best free current source. It triangulates
a growing dataset of hundreds of thousands of websites and apps that
share their directly measured data with it. While SimilarWeb doesn’t
show unique monthly views, it does provide other insights like average
visit duration on the site and from which countries the visitors are com-
ing. Its rankings category is a useful insight because it gives you a good
indication of a website’s traffic footprint globally, domestically, and
within its category. You can see in the example provided in Figure 4-21
that The Knot gets 11.5 million visitors per month and is ranked #1 in
the category of weddings. The next closest direct competitor, Wedding
Wire, only pulls in 4.94 million visitors a month and is affiliated with
The Knot anyway.

Monthly Traffic and Ranking

or Mobile App Downloads

Monthly Traffic: 11.5 Million views
Category: Lifestyle > Weddings it is #1

FIGURE 4-21
Example of monthly traffic for The Knot

For more precise and extensive analytics, you'll need access to services
such as Comscore, Alexa Internet, Ahrefs, Semrush, or Quantcast
through paid subscriptions.

For native mobile apps, you can currently get the last month’s down-
loads without an account using Sensor Tower. Using a Crunchbase Pro
trial for a week, you can also find mobile app metrics such as previous
month’s downloads and monthly growth. For more extensive data, you
can get a paid subscription to App Annie or Sensor Tower, although
they are quite expensive. Chances are, there may be other market intel-
ligence companies springing up that will make this data accessible in
the future.
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Number of listings, items, users, etc.

Sometimes this cell is optional because this information is unobtain-
able or simply not appropriate for your value proposition. But this cell is
important because it represents the core assets—the things that make
a product useful. This includes listings to sublet on Airbnb, items for
purchase on Amazon or eBay, user profiles to match with on Tinder,
and even wedding venues to rent on The Knot. If it’s an indirect com-
petitor, focus on only the listings that are relevant to your product (i.e.,
the number of black T-shirts on Amazon, not the total number of items
on Amazon). This quantifiable metric is a fantastic point of compari-
son for estimating market penetration. It will help you benchmark if
your competitors are offering enough or not enough of them and if
there is an opportunity for your product within the space.

The trick to finding this number, as shown in Figure 4-22, is to be spe-
cific with your criteria. For Airbnb for Weddings research, I focused
on the number of wedding venue listings in Los Angeles across all
competitors because it was easier for benchmarking (more on that in
Chapter 5) and also because my value proposition is using Los Angeles
as the starting point city before scaling.

In the case of video-sharing or content-producing sites, you'll want to
track how many videos/articles are on the platform. One challenge
with obtaining this data point is there are design conventions such as
“infinite scroll” that prevent you from easily knowing how many more
results could be displayed. But it’s worth estimating even if it requires
manually clicking to the end of the result set.

FIGURE 4-22
Example of listings for

Items, Usel's, or POSts Wedding Spot

Number of Listings,

Wedding venue listings in 50 states,
729 venues in Los Angeles
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Primary categories

If the site is selling products, like Etsy, or offering content, like Netflix,
you need to understand how their stuff is bucketed, or categorized, at
a high level. The site probably (hopefully) already does this, so check
out the global navigation menu. If the category list is small (wedding
planning tools, local vendors, wedding-related content, and so on), you
can just copy that into your spreadsheet, as illustrated in Figure 4-23.

If the listis long or complex like on Amazon or eBay, the site is probably
a horizontal marketplace. A horizontal market tries to meet the needs
of a wide range of customers by offering products or services across
many sectors. This is as opposed to a vertical marketplace which tar-
gets a single market sector (i.e., electronics). If you're studying a hor-
izontal marketplace, try to ascertain what the most active categories
are. Look at what’s featured on the home page. What does the site pro-
mote as “most popular” or “best selling”? In either case, just include
major categories that correlate to you and the competitor’s value propo-
sitions. Don’t include noncontent/category areas such as “About us” or
the Help section.

FIGURE 4-23

Primary Categories Example of primary
categories for The Knot

Wedding planning tools
Local vendors
Wedding content

Social platforms

Is the competitor’s brand on Twitter, Facebook, LinkedIn, or other plat-
forms? Most businesses these days have accounts, but they don't fully
utilize them. So which are active? And which are inactive? Figure 4-24
shows the types of quantifiable data points you might capture to deter-
mine each competitor’s social media strategy or lack thereof.
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Social Platforms

Instagram: 16.1k followers, 1,511 posts, active daily
Pinterest: 7k followers, 540.4k monthly viewers
Facebook: 55194 followers, active daily

Twitter: 1266 followers, 2-4 posts per week

FIGURE 4-24
Example of social platforms for Wedding Spot

As shown in the example for Wedding Spot in Figure 4-24, we can
see how many followers or views they have and how active they are
at posting content or promotions that ultimately build awareness and
brand loyalty. You can find this information by simply searching the
product’s name on Twitter, Facebook, Instagram, YouTube, Pinterest,
LinkedIn, and any other popular relevant social platform. You can also
click through to them via the social media icons displayed on the com-
petitors’ sites. Figure 4-24 shows they are quite active on the platforms
mentioned but don’t have many followers on Twitter.

When you look up their various social media accounts, it’s also a good
time to follow them. Monitoring their posts will keep you abreast of
their latest news. Keep an eye out for popular hashtags used by the
direct competitors because these may be the ones that you will be using
once your product launches.

Content types

Use this to capture what type of content makes up the bulk of the com-
petitor’s site. Is the content predominantly text, photos, or videos? How
is the quality? If you've already captured listings, user profiles, and/or
detail or item pages, break down the specific content assets in each, like
I did in Figure 4-25. Also note if they’re easy to scan and/or read. How
detailed and informative is the information displayed? Is it consistent?
Is there a blog?
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Content Types

Vendor listings with photos, description, map,
reviews, etc.

Wedding inspiration blog posts categorized by a
range of themes; text and photos on the website,
hundred of videos on YouTube

FIGURE 4-25
Example of content types for The Knot

Personalization features

Personalization is one of the most crucial aspects of a product to get
customers engaged. Personalization features include user profiles,
news feeds, favorites, wish lists, saved shopping carts, notifications,
recommendations, and so on. These types of features speed up interac-
tions and consequently affect customer satisfaction and how regularly
they visit. For some products, the personalization is the value innova-
tion, such as in the case of social networks like Facebook and LinkedIn.

Social and professional networking sites are extremely personalized
because they are ostensibly the virtual representation of the real-world
user. LinkedIn showcases my user profile, my job experiences, my 1:1
connections, and my sharing activity. They are unique to me and what
keeps me hooked on the product. The more time people spend person-
alizing their product experience, the more engaged they will be.

The quickest way to check out the personalization features is to go
to the “My Account” or “My Profile” area for each competitor to see
them. As shown in Figure 4-26, the logged-in experience for The Knot
includes the dashboard, budgeter, registry, guest list, website, vendor
message history, and more.
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FIGURE 4-26
The Knot’s dashboard

This is why The Knot is so successful. The second a newly engaged per-
son creates an account, they are thrust into the wedding planning expe-
rience, which essentially hooks them into The Knot’s funnel. Figure
4-27 shows a summary of The Knot’s personalization features.

Personalization Features

After creating a profile, users have access to
wedding planning tools providing a
personalized wedding dashboard, budgeter,
registry, guest list, website, vendor message
history, etc.

FIGURE 4-27
Example of personalization features for The Knot

User-generated content/crowdsourced data

User-generated content (UGC) is content that is created by the users,
and crowdsourced data is created by the user’s actions. UGC content
can also be a large part of the value innovation. Some products such as
Yelp, Waze, eBay, Airbnb, and Tinder would essentially be useless with-
out them. In contrast, platforms like Netflix and Target offer almost no
user-generated content apart from editorial content or product ratings.
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Look for UGC features such as message boards, forums, user reviews,
user ratings, user profiles, user comments, and basically anything a
user can post to the platform. For crowdsourced data, consider trend-
ing hashtags on Twitter and traffic warnings on Waze.

As shown in Figure 4-28, The Knot offers a discussion forum consist-
ing of several wedding-related boards. It also has poorly maintained
customer reviews displayed for all venues. Check to see how many
posts there are and if they are recent.

Community/UGC Features

A discussion forum consisting of several
wedding-related boards; not
well-maintained.

Customer reviews displayed for all venues

FIGURE 4-28
Example of community/UGC features for The Knot

Competitive advantage and/or key features

Differentiators are distinct user experiences and/or business models
that make a product unique from its competitors. For Zappos, it made
a name for itself by providing an amazing customer experience partic-
ularly with their product return policy.

The competitive advantage could also be a combination of capabilities
that make the product better, sometimes offering a one-stop shop for
customers, such as with The Knot. Or it might be specific to how the
online experience enhances the offline experience or vice versa—i.e.,
pre-online ordering your Starbucks coffee and skipping the line at the
brick-and-mortar Starbucks versus lying on a Casper mattress in one of
their physical shops and then ordering it online.

Figure out the top two differentiators of each product and list them
in this cell, such as depicted in Figure 4-29 for Wedding Spot. Ask
yourself questions such as, Which features were successful because the
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product was first to market? Can those features be easily replicated? Or
is it the algorithm or the dataset (i.e., large diverse user base) that gives
it value, or both?

Competitive Advantage

and/or Key Features

Wedding Spot is focused on the wedding venue market
which allows it to go deeper. Its unique Spot Estimate™
feature can automatically generate an estimate with the
wedding information provided by users and venue
information provided by the businesses. The side-by-side
venue comparison feature is also quite handy.

FIGURE 4-29
Example of key features that give Wedding Spot a competitive advantage

Heuristic evaluation

A heuristic evaluation is a usability inspection method for software
that helps identify usability problems in the interface design. You do
not have time for an exhaustive assessment right now. Instead, you
want to focus on how hard or easy it is to accomplish the particular task
that is relevant to the value proposition that you plan to offer. Include
any particularly frictionless techniques that may be worth poaching
(more on this in Chapter 6).

In the case of The Knot, as shown in Figure 4-30, we are focused on
looking at searching and booking wedding venues, which is just one
aspect of the platform.

Quickly evaluate whether the site is usable for doing most of what you
intend to do with your product. Once done, give it a grade of “A” to “F,”
which should be at the front of your brief review. What’s great about
this technique is that we are turning qualitative information into a very
crucial measurable data point for our teams.
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Heuristic Evaluation

GRADE = A

Searching for reception venues on this website is very intuitive.
Reception venue is listed under "Local Vendors" as a second-level
navigation item. The website automatically detects the geo location
and displays nearby cities' listings to expose users to a broader
selection. "Backyard" is a filter option, though the returning results are
still places like private villas and are more on the expensive side.

FIGURE 4-30
Example of heuristic evaluation for The Knot

Additional Resources for Hardcore Cyber Sleuths

Corporate presentations
Search the company or product name on SlideShare. This portal often
has PowerPoints or PDFs of corporate or conference presentations,
which may include financial data, new projects, and unreleased prod-
ucts and interfaces.

Google Alerts
Set up Google Alerts of keywords that are highly specific to your value
proposition. For Airbnb for Weddings, it could be “Affordable wedding
venues in Los Angeles.” For instance, | had set up an alert for “Airbnb
for Weddings” while | was writing my first edition in 2014, and then | got
the alert for the competitor WedShed a couple of years later.

Job postings
Read your competitors’ job postings—especially product team and
marketing positions—on sites like LinkedIn, CareerBuilder, Glassdoor,
and Indeed. It can be useful to see how they articulate their mission,
company culture, and job responsibilities.

Paid reports
Find out if somebody at your company has database access to Dun
& Bradstreet, Gartner, or Forrester Research. They publish research
reports about industries and companies.
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Newsletters, press releases, news articles
Search the internet for recent articles in both the mainstream press
and technology hubs. Search competitors’ websites for recent press
releases about their latest developments. Sign up for their newsletters
to see examples of their communication.

Social media monitoring tools
There are numerous tools like Hootsuite and Keyhole for monitoring
competitors’ social media accounts, brand sentiments, keywords, and
hashtags all in one place. These tools are not very expensive, and many
offer free trials.

The Wayback Machine
Founded by the Internet Archive in 1996, this digital archive of the World
Wide Web (http://web.archive.org) allows you to go “back in time” and
explore past incarnations of websites. It’s a great way to research how
companies, products, and brands have evolved over time.

Be aware that there are numerous non-kosher ways for, essentially, spying
on competitors. | do not recommend these practices as they are unethical.

Customer reviews

This is a summary of the amount (no matter if there are hundreds or
thousands) of customer reviews about a product outside of its website.
For mobile applications, this is the current number of customer rat-
ings and reviews associated with a competitor’s product on the Apple
and Google Play stores. As you can see in Figure 4-31, The Knot’s
mobile app counterpart to its website has very high scores of 4.8 and
4.7, respectively.

But don'’t stop there. A web search of The Knot yielded numerous com-
plaints about their customer service. It’s well worth your time to read
what users have been saying recently—both good and bad—about the
product because those complaints might be a kernel of an idea for a dif-
ferentiated customer experience.

There are many review websites for learning about internet site—
based competitors including Sitejabber.com and Trustpilot.com. You
can sometimes find reviews on Quora, Reddit, or other similar mes-
sage-board platforms where users reach out to the general public for
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opinions or troubleshooting advice. You are looking for the latest recur-
ring customer complaints about a product because those potential pain
points are something your team might be able to improve upon. Just
remember that customers tend to complain about their bad (versus
good) experiences more often because they need a way to vent their
frustration. Also, often the reviews are fake and written by competitors
or haters. So the best thing to do is read all of them and tease out com-
mon complaints. Then see if you can replicate or validate that experi-
ence when you go through the product itself. Regardless, it’s a great
way to discover missed opportunities by competitors.

. FIGURE 4-31
Customer Reviews Example of customer
review information for

4.8/5 on App Store, 35,592 ratings The Knot
4.7/5 on Google Play, 24,362 ratings

Numerous current customer and vendor
complaints about their customer service on
Sitejabber.com and Trustpilot.com

General notes or recent news

This column is for miscellaneous information that doesn’t fit into the
other columns. Feel free to change the name if you have a more useful
attribute that needs examining, for example, any news links relevant
to your product that you want to track or thoughts on who you think
the target customer segments might be. If it’s a B2B product, you can
record their major clients or customers. Or keep track of any trade or
business magazines where they advertise or sponsor articles.

Notes to self or the team

Remember this is a collaborative document. Other people may be read-
ing your research as you fill it out and could provide valuable infor-
mation. Thus, you could put things in here such as, “This site doesn’t
work on Safari; not sure if it’s me.” Or “Hey Steve, do you think we
can expense a pair of shoes so we can see how the entire transaction
flow works?”
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SWOT analysis from competitor’s perspective

You get to skip this for now until you finish up all the other competi-
tors. The reason is that you need to have all the data collected in order to
accurately compare the competitors to one other. Chapter 5 covers how
to do the analysis section.

One last note

Often product teams and stakeholders don’t keep an eye on the market
after they’ve moved on from the research process. However, this is a
mistake because the internet is a fast-moving target. The competitive
landscape is always shifting; consequently, competitive research will
never be final. One competitor might tank, but two others will pop
up. It’s like playing whack-a-mole. For instance, I did the competitive
research for the Airbnb for Weddings Platform in 2020. I'm sure if
you look at the landscape after 2022+, it might be very different. That’s
why you and your team always need to be on your toes, agile, and ready
to scrutinize your competitor’s newest ideas and immediately see how
they might affect your product vision.

Recap

Numerous product iterations and extensive customer interviews do
not guarantee a value-creating product. To build something unique,
you cannot ignore your competition. In this chapter, I discussed how
to conduct competitive research to learn about the marketplace. You
learned how to identify direct and indirect competitors. You relentlessly
searched the internet, capturing a range of qualitative and quantitative
data points to help you understand what kind of marketplace your prod-
uct might be entering. Now, it’s time to analyze the data and extract
meaningful intelligence that will inform the UX design and the busi-
ness model. That might sound complicated, but don’t panic. Just move
on to Chapter 5.
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[5]
Analyzing the Competition

[Analysis is] the skilled application of scientific and non-scientific
methods and processes by which individuals interpret data or infor-
mation to produce insightful intelligence findings and actionable
recommendations for decision makers.”

—BABETTE BENSOUSSAN AND CRAIG FLEISHER,

BUSINESS AND COMPETITIVE ANALYSIS

AFTER DOING A THOROUGH INVESTIGATION OF THE MARKETPLACE, IT’S
time to pull out of the micro and into the macro. In this chapter, I'm
going to show you how to apply systematic techniques for extracting
key findings from all the research you conducted in Chapter 4. By the
end of this chapter, you will understand how to perform competitive
benchmarking, identify industry trends, and unearth business models
you may not have considered. My goal is to prepare you to take a stance
on the viability of your product in the marketplace so that you can make
recommendations about how to move forward—in other words, con-
ducting Tenet 1: Business Strategy (Figure 5-1).

* Babette E. Bensoussan and Craig S. Fleisher, Business and Competitive Analysis (London:
Pearson Education, 2007).
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BUSINESS STRATEGY

FIGURE 5-1
Tenet 1. Business Strategy

The Blockbuster Value Proposition, Part 2

Let’s jump back to the drama we left in Chapter 3 in which our UX
strategist, Jaime, talks to Paul, a big-time movie producer, about Paul’s
shopping-site idea for the wealthy busy man. They're on a Hollywood
back lot, and Paul’s just revealed how his value proposition also solves
his personal problem.

INT. BUNGALOW — MORNING

The shot frames JAIME and PAUL. Paul is cocksure.
JAIME is inquisitive.

JAIME

Do you know if there are any competitors
already in the space? Is anyone already
doing this?

PAUL throws up his hands. He’s super amped about
his idea.

PAUL

My wife and I have looked around, but
we haven’t found anything that really

nails it.
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DISSOLVE TO:
INT. BUNGALOW — MORNING

It’s two weeks later, and Jaime 1is back in the
bungalow after conducting competitive research.
Paul is staring at hard copies of the Competitive
Analysis brief. He seems baffled and annoyed.

JAIME

As you can see from my research and anal-
ysis, there are actually several com-
petitors with significant funding already
delivering your product idea to the
marketplace.

PAUL

I have never heard of these companies. So
you think it’s risky to try to directly
compete against them?

JAIME

Well, actually, I think we should con-
sider doing more research about the cus-
tomer you want to target. And explore how
they currently solve their problem.

PAUL

I already know there are lots of guys
like me who hate shopping.

JAIME

How about we interview them and run some
experiments to test wvariations on your
value proposition?

PAUL

I feel like we can just start building
out a website and see how things go.
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JAIME

Why don’t you take a closer look at all
the sites from the competitive research
and see how they work. Or have your wife
look at them. I also made some recommen-
dations on other ways to attack the prob-
lem with an ecommerce business model.

PAUL
I still think my original idea has legs.

END SCENE.

Paul obviously wasn’t happy with the competitive analysis, but guess
who was. His wife! She sensed that this idea could be a money pit and
was glad to have a strong second opinion to back up her instincts. In
the end, Paul the movie producer dumped this idea and went back to
making movies. I never heard from him again.

Lessons Learned

* You must question your stakeholders and clients about their
understanding of the competition to ensure that whatever state-
ments they make are thoroughly backed by empirical research.

* The analysis should also provide recommended alternatives,
especially if the initial product vision and business model have
risks. After all, you do want to help clients convert their dreams
into an executable strategy.

* Sometimes, people have fixed ideas, and no amount of research
will change their minds. That’s when the strategist has to ask a
personal and ethical question of themselves: Will | help this
person make their product regardless of the research, or do |
walk away?
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What Is an Analysis?

In order to face down Paul, I needed to present the facts. My presen-
tation had to be meaningful to him and help him see the reality of
his product in the marketplace. If I had just presented him with the
raw data from my Competitive Analysis Matrix tool, he wouldn’t have
known how to digest all that information, and/or he might have pulled
his own conclusions from the data. To achieve all that in one docu-
ment, I needed to analyze all the research I did in Chapter 4, then dis-
till it into smaller and actionable bites. In combing the data for relation-
ships among different inputs, I was able to focus us as a team on the
next most reasonable steps—which in the case of Paul’s idea was more
user research to validate his customer segment and the problem. (See
Chapter 3.)

Because you've just meticulously explored your competitors in Chapter
4, you're now ready to develop the intelligence about what’s working,
why it’s working, and what opportunities are available for your product
in the evolving marketplace. It’s your job to scrutinize everything and
ultimately cherry-pick and recommend to the team the crucial features
and opportunities that will ultimately create value innovation (Tenet
2). To make the competition irrelevant, you will have to offer some-
thing unique that radically improves on your users’ current options,
and you'll figure this out by diving into the spreadsheet and analyz-
ing the raw data. Simply offering as many features as you can doesn’t
address what features customers actually want or need to accomplish
their primary goal.

In addition, you want this analysis to go beyond being a side-by-side
feature comparison. For example, it should not be something like “This
is how all the competitors do the onboarding process.” Or “All of our
competitors have these features, so we should, too!” Steve Blank wrote
a “Death by Competitive Analysis” rant” in which he argues that mak-
ing a “my features versus their features” document will ultimately sink
the ship.

* Steve Blank, “Death by Competitive Analysis,” Steve Blank, March 1, 2010,
https://oreilly/_SulP.
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Converting information into meaningful intelligence is one step in a
larger process called competitive intelligence (CI). As described in the
book Business and Competitive Analysis, “Competitive intelligence is the
process by which organizations gather actionable information about
competitors and the competitive environment and, ideally, apply it to
their planning processes and decision-making in order to improve
their enterprise’s performance. CI links signals, events, perceptions,
and data into discernible patterns and trends concerning the business
and competitive environment.”

The Four Steps to Conducting a Competitive
Analysis

To demonstrate how competitive research gets turned into meaning-
ful competitive intelligence, I'm going to return to the Competitive
Audit T conducted for Airbnb for Weddings in 2020 and show how I
build out a competitive analysis. When I'm done with this labor-inten-
sive process, I'll share how I document the major takeaways to create
a Competitive Analysis Brief, which I then share with clients like Paul
the movie producer.

Just follow these four steps; I will walk you through each in detail:
1. Scan, skim, and color-code the cells of each competitor.
2. Create logical groupings for relevant comparison.

3. Benchmark and SWOT your competitors (this goes in the last col-
umn of the spreadsheet).

4. Summarize your findings in the Competitive Analysis Brief.

STEP 1: SCAN, SKIM, AND COLOR-CODE EACH COLUMN FOR
HIGHS AND LOWS

Let’s begin by looking at the heap of raw data in your spreadsheet by
making it more digestible for yourself and your team. Ideally, you've
had a chance to take a break from it so that you can return to the

* Babette E. Bensoussan and Craig S. Fleisher, Business and Competitive Analysis (London:
Pearson Education, 2007).
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information with a fresh perspective. In either case, it’s probably a good
idea to reacquaint yourself with all rows (competitors) and columns
(attributes) before drawing out your analysis of them.

Scan and skim the data

To do that, I use two speed-reading techniques: skimming and scan-
ning. Skimming means moving your eyes rapidly over text to get the
basic meaning of it. Scanning is rapidly covering a lot of material while
searching for a specific thing. I skim and scan a lot during a data anal-
ysis but not to be sloppy or to cut corners. Instead, I want to quickly dis-
cern how simple or complicated the task at hand is. Is my spreadsheet
5 rows by 5 columns? Or is it 12 rows by 24 columns with lots of miss-
ing data? Estimate the density and completeness of the content you are
about to analyze so that you'll know how long it will take. This matters
because you probably have a fixed amount of time to do this task, and
you don’t want to waste precious project hours by going down the rabbit
hole on just one row of analysis. For instance, if you have 20 competi-
tors to analyze and 20 hours in which to complete this task, you have 1
hour to analyze each competitor. Time blocking for both research and
analysis is essential because you want to have a balanced perspective
while avoiding analysis paralysis.

Also, notice if something looks incomplete or missing. Did you or who-
ever did the research overlook an obvious competitor that needs to be
considered? Is the column with the monthly traffic or apps downloaded
blank? That attribute could be quite important to know, and it’s a colos-
sal distraction to have to stop an analysis to switch gears back into
research mode.

Measuring raw data points

A data point is a discrete unit of information. Any single fact or obser-
vation is a data point. In our spreadsheet, each column of attributes
is a single data point. Data points can help us make comparisons and
assessments. Data points can consist of quantitative data and/or quali-
tative data. (See Table 5-1.)

Quantitative data is numbers and statistics. How much traffic did a
website get? How many transactions? How many listings are on the
platform? Numbers can be metrics, transactions, and/or a finite set
of options. Unlike qualitative data, these numbers have logic or order
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applied to them. For example, the quantitative data points of a Starbucks
latte might be the size of the cup, the temperature of the coffee, the
price, or the time it took the barista to make it.

Qualitative data is descriptive and subjective. It’s the stuff that makes
up interesting insights, such as opinions, reactions, emotions, aesthet-
ics, physical traits, and so on. The qualitative aspects of a Starbucks
latte are its taste, its aroma, the frothiness of the cream, the aesthetics
of the environment in which it is made, or the service.

TABLE 5-1. Table comparing quantitative data and qualitative data

QUANTITATIVE DATA QUALITATIVE DATA

Numbers (metrics, data sets) Descriptive

Can be measured Can be observed but not measured

Length, area, volume, speed, time, and so on | Opinions, reactions, tastes, appearance

Objective Subjective

Structured Unstructured

There are often ways to convert qualitative data points into quantita-
tive data points to make more objective comparisons. As mentioned in
Chapter 4, the suggestion of giving a grade to your competitors’ heu-
ristic reviews so that there could be a discernible scoring system is key.
However, there is no need to convert all data points because the quali-
tative data is often more comprehensive.

Fun with color-coding

You can color-code the spreadsheet to keep track of meaningful data
points, trends, and other patterns, as shown in Figure 5-2. For exam-
ple, use green to highlight positive attributes (i.e., site with the highest
monthly traffic) and red to highlight negative attributes (i.e., site with
the lowest monthly traffic). Just remember to keep it simple and use
colors effectively. Creating a complex code in this initial pass won’t help
your analysis, and it can confuse other team members who are also
popping in to check out or add to the raw data. The color coding should
be used sparingly to highlight things that are crucial to consider when
you do the analysis.
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FIGURE 5-2
Highlighted cells
showing color-coding
of meaningful
attributes

Wedding venues
Wedding planning tools
Local vendors
Wedding content

Monthly Traffic: 53.52k views
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STEP 2: CREATE LOGICAL GROUPINGS FOR COMPARISON

Now that you have an overall sense of your data, you need to do a little
housekeeping to make the process of analysis efficient. You want to
compare the sites and apps in your analysis that have logical and rele-
vant things in common. You want to compare apples to apples, oranges
to oranges, and mobile apps for fresh produce delivery against mobile
apps for fresh produce delivery. Thus, you need to manually sort the
competitors in the list into subgroups, or “buckets,” within the indirect
and direct competitor categories that make logical sense to compare.
For example, “Airbnb for Weddings” had several indirect competitors
who all offered the same value proposition of being a platform for dis-
covering short-term event spaces, including ones for a wedding recep-
tion (Splacer, Peerspace, and VenueBook).

Table 5-2 shows examples of potential subgroups.

TABLE 5-2. Table of logical subgroups

LOGICAL SUBGROUP EXAMPLES

Desktop versus mobile platforms

Content type (for example: ecommerce, publishers, or aggregators)

Horizontal markets (Craigslist, Amazon, eBay, Walmart, and so on)

Vertical markets (clothing, health, banking, and so on)

Value propositions or business models

If you don’t have any obvious groupings beyond direct or indirect com-
petitors, you can order the rows by relevance to your value proposition.
Remember, your goal is to make it easier to identify which factors give
other products their competitive advantage. You are looking for com-
monalities and differences so that you and your team can truly under-
stand why certain products are more successful than others.

STEP 3: BENCHMARK AND SWOT YOUR COMPETITORS

The term benchmark originates from the chiseled horizontal marks
that surveyors made in stone structures to ensure that a leveling rod
could be accurately repositioned in the same place in the future. These
marks were usually indicated with a chiseled arrow below the horizon-
tal line, as demonstrated in Figure 5-3.

* “Benchmark (surveying),” Wikipedia, https://oreil.ly/dQoDk.
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FIGURE 5-3

An Ordnance Survey
cut mark in the United
Kingdom (“BmEd”
licensed under
Creative Commons)

Competitive benchmarking in the business world helps organizations
identify and examine key facets of another company, product, or service
so that comparisons can be made to better forecast the future. And in
the context of UX strategy, you're going to benchmark relevant compet-
itors in the matrix against one another by first comparing them on an
attribute-by-attribute basis.

Each column on the spreadsheet represents a different attribute, and
you've collected data points about each one of these, no matter if it’s
funding, activity on social platforms, or a usability grade for a critical
use case. These quantitative and qualitative data points give you the
ability to measure, score, and identify 1) best UX practices versus lame
UX practices, 2) successful business models, and 3) kick-ass competi-
tive advantages.

When you benchmark direct competitors, you want to find competitive
parity among their products. You're looking for a baseline that defines
the bottom-line criteria that future customers will expect when your
team delivers on the value proposition. For example, in the Airbnb for
Wedding’s competitive analysis, I benchmarked the available wedding
venues in Los Angeles across The Knot (700+), Wedding Spot (700+),
and Here Comes the Guide (100+) because this was a crucial metric.

But dig deeper. Do customers expect that a product or listing detail
page will have photos, videos, transparent pricing, and reviews? Does
the most popular competitor do everything well? Or are they winning
for other reasons? Does the company behind the most innovative and
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downloaded platform/app have lots of funding but no apparent busi-
ness model? Call out a competitor if it’s a serious threat—if it has a
large market share, if it caters to your intended customers, if its product
is solid, or if it has copious financing to scale quickly.

When you benchmark the indirect competitors, you're analyzing how
these digital products offer alternative ways to solve the problem that
you are trying to solve. For example, in the Airbnb for Wedding’s com-
petitive analysis, I benchmarked how hard it was to search specifically
for wedding venues and whether the ones available were suitable. These
data points were important because if Airbnb for Weddings was just
going to be about discovering venues for ceremonies and receptions, it
needed to offer more amenities that were pertinent to wedding events.

You are looking for trends, standards, gaps, and an overall sense of
the look and feel of the landscape. Often, you will notice unintuitive
design conventions being repeated across many sites within a vertical
market. You might wonder why they’re all broken in the same way. You
might realize that they are all overlooking an especially useful capa-
bility that could be the secret sauce you use in your value innovation.
(See Chapter 6 for more.) You might learn about a challenge that wasn't
apparent before. Are most of the losers missing the mark on content,
traffic, or personalization? Or do they have a bad browsing or search
experience? Determine the causes. By benchmarking the competition,
you'll find opportunities to create value by either innovating or opti-
mizing the best UX and business model practices of other competing
products. You'll also want to mine these golden nuggets as possible rec-
ommendations to put in your brief.

Attacking the analysis column

The reason you waited to do this column in the Competitive Analysis
Matrix template is that you needed to collect as much data as possible
about the entire competitive landscape of your value proposition. But
now, you're finally ready to fill it out.

The SWOT analysis is a widely used strategic planning tool that cap-
tures a company’s position in the marketplace. The acronym stands for
“strengths, weaknesses, opportunities, and threats.” The output of the
analysis is typically shown as a 2 x 2 matrix. (See Figure 5-4.) While
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its origin is still debated, the technique is typically credited to Albert

Humphrey, who analyzed data for top American companies while at
the Stanford Research Institute during the 1960s.

Weaknesses
Characteristics of a business Characteristics of a business
which gives it advantages which makes it disadvantageous
over its competitors relative to competitors

Opportunities
Elements in a company’s external Elements in the external
environment that allow it to environment that could
formulate and implement endanger theintegrity and
strategies to increase profitability profitability of the business
FIGURE 5-4

SWOT analysis

The method is quite similar in concept to the Business Model Canvas
discussed in Chapter 2 in that it is a self-assessment framework for
stakeholders to collaboratively brainstorm before they make critical
decisions about their business strategy. That said, doing a SWOT anal-
ysis of a nonexistent product or business moves us into the land of
make-believe. This is why it’s more meaningful to use it for evaluating
competitors from their perspective. It helps you and your team better
understand where their market position is compared to your proposed
value proposition. And that is exactly how you are going to use it now,
whether you do it by yourself or collaboratively with team members.

We are now going to fill out the Analysis column for each competitor.
We'll do it one row at a time by evaluating all the data points we just
collected, especially the ones color-coded green and red. This column
needs to include all the big takeaways the stakeholder should know if
thisis all they read. We want to encapsulate each competitor’s strengths,
weaknesses, opportunities they’ve leveraged, and whether any poten-
tial threats exist from external factors (i.e., government regulation).
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SWOT Analysis from the
Competitor's Perspective

WEDDING SPOT

Strength:

Product features: The Spot Estimate feature increases price transparency. The side-by-side
venue comparison feature simplifies the user experience in the initial venue research phase. By
providing this price estimation tool to wedding planners, Wedding Spot builds trust between the
platform and the users, and reduces the time spent on responding to undesired leads for venues.

Weakness:
User experience: Since Wedding Spot is a two-sided marketplace and does not have control
over pricing, users will still need to reach out to venues to ask for final quotes based on their
actual needs. This makes the pricing estimate not as useful.

: There is a lack of human touch in Wedding Spot's brand. The choice of website photos|
and the copies feel venue-centric but not user-centric.

Opportunity:

New user segment: Wedding Spot could leverage its wedding vendor resources to provide
premium wedding venue packages to the customer segment who want professional wedding
venue services without worrying about price surcharges.

Threat:

Begulation: Online advertising faces threats from intensifying regulations, and consumers are
increasingly aware of the distinction between advertisement and organic search results, which
challenges the company to prove the viability of their current business model.

FIGURE 5-5
Direct competitor analysis example (Wedding Spot)

Focus on insights that are relevant to their user experience and your value
proposition. For indirect competitors, this may mean analyzing only a
portion of their business or product. For example, if you were creating
a furniture website and listed Amazon as an indirect competitor, you
should analyze Amazon’s furniture offerings, not the entire company.

Their strengths should highlight things they are doing that are partic-
ularly great. The weaknesses should illustrate what our target customer
can’t do well with their solution. For Airbnb for Weddings, the direct
competitor’s (Wedding Spot’s) SWOT (Figure 5-5) reveals that they
offered numerous wedding venue listings along with a robust mecha-
nism for finding affordable ones with a comparison tool and transpar-
ent pricing.

Alternatively, if you look at The Knot’s SWOT (Figure 5-6), they offered
a comprehensive wedding planning tool, but you had to contact every
wedding-venue vendor yourself for a quote, making the process quite
time-consuming. An opportunity for both The Knot and Wedding Spot
would be to offer premium packages, but so far they are not doing that.
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SWOT Analysis from the

Competitor's Perspective

THE KNOT

IStrength

IProduct features: The Knot provides a comprehensive wedding planning tool to help new couples, mainly new brides-to-be,
navigate every step of wedding preparation. This capability is the defining factor that retains users. Out of convenience, users are
incentivized to search for and hire wedding venues and vendors directly so information is automatically collected in one place.
[The Knot also allows users to chat with venues directly so communication is streamlined for tech-sawvy users.

[Business model: With the largest website traffic and a customer base ready to be advertised to, The Knot's advertising business
Imodel provides ample revenue for it to grow.

kness:
: The Knot does not provide extensive cL service to wedding planners, and it does not have the
ption to hire a weddi So choosing services from The Knot means having to manage every detail and coordinate all
he vendors by oneself. This is not ideal for users who want a worry-free experience. Worse, each vendor, including wedding

lvenues, need to be contacted for quotes.

(Opportunity:

INew user segment: The Knot could leverage its wedding vendor resources to provide premium wedding planning packages to the

c 1t who want p »nal wedding planning services.

[Threat:

[Begulation: Online advertising faces threats from intensifying regulations, and consumers are increasingly aware of the distinction
adver and search results, which challenges the company to prove the viability of their current business

imodel.

FIGURE 5-6

Indirect competitor analysis example (The Knot)

And a threat to online advertising as a primary revenue stream is that
a growing majority of consumers are less likely to click on online ads
because of privacy concerns. As you can see, strengths and opportuni-
ties for the competitors are potentially threats to our value propositions.
Meanwhile weaknesses and threats to them may be opportunities for us.

Reorganize your competitors one last time

At this point, you should see nuances among competitors. You've
benchmarked attributes. You've identified strengths and weaknesses
among them. You can gauge which competitors have unique offerings
or are simply red-ocean copycats. You can also discern what your com-
petitors are not doing. As author and professor Richard Rumelt puts it,
“Strategy is at least as much about what an organization does not do as

"

it is about what it does.”* You have a sense of the diversity of business
models in play. You can also say which competitor is number one and
number two and who’s doing something impressive even if they’re far-
ther behind in the marketplace race than others. So before we move on

to the final step, it’s time to rank and reorder the direct and indirect

“ Richard Rumelt, Good Strategy Bad Strategy: The Difference and Why It Matters (New York:
Crown Business, 2011).
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competitor lists in the spreadsheet so that the most threatening ones in
both categories are at the top of their sections in order of first, second,
and third place.

Notice how the analysis cell imparts a succinct and decisive summary
of the competitor. This is important because even if your team and
stakeholders have access to your raw data in the spreadsheet, they
might not have the time or inclination to carefully review it. Your goal
is to distill everything critical from all the columns to the left into this
Analysis column and then color-code it yellow so it pops out.

STEP 4: CREATE THE COMPETITIVE ANALYSIS BRIEF

The end goal of the spreadsheet analysis is to distill your learnings
into a brief or presentation that explains the rationale behind your rec-
ommendations. The findings brief is an easy-to-read summary of your
competitive analysis along with your recommendations about how to
move forward. This document will be what your client or stakeholders
take away from your research.

Before you begin writing the findings brief, take a moment to step
away from your spreadsheet. Zoom out from the details and think hard
about the big picture. You want to be able to answer the following ques-
tions about the marketplace:

- Which competitors are already delivering a similar value prop-
osition? How are their products succeeding? And/or how are
they failing?

« Which competitors directly appeal to your customer segment (from
your validated persona)? What features, functionality, or content do
they have that your users might like?

« What products offer the best user experiences and business mod-
els? Who is doing something truly unique?

Second, you need to address in the brief if there’s even room in the mar-
ket for your product. What opportunities exist for it? What gaps could it
fill? Perhaps your competitive research and analysis have revealed that
your team has hit the entrepreneurial jackpot. Perhaps your product
falls into one of the following categories:
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o Is first to market (“first mover”) with something unique, such as
how Tinder changed the online dating experience with the swipe
gesture and short profiles that can be filtered by geolocation.

- Offers users a better method to save time or money or both. For
example, Citymapper uses open transport data to show optimal
transit options to navigate a city without having to drive your car.

« Creates simultaneous value for two different customer segments,
like Airbnb does for hosts and guests or Eventbrite does for event
planners and attendees.

Any of these options mean that you've found a blue ocean, which was
discussed in Chapter 2. The thesis of the book Blue Ocean Strategy” by
W. Chan Kim and Renée Mauborgne centers on the uncontested mar-
ketplace in which the competition becomes irrelevant because there is
none. A blue ocean is full of customers with unmet needs. A red ocean
is a market full of sharks fighting for the fish. Before you write your
brief, you should know whether your product is in a blue, red, or a some-
where-in-between purple ocean (such as the lovely vista in Figure 5-7). In
short, your goal is to determine if there’s room to win, and that’s when
you need to address the opportunities based on the research.

FIGURE 5-7
A purple ocean

o

W. Chan Kim and Renée Mauborgne, Blue Ocean Strategy (Brighton, MA: Harvard Business
School Press, 2005).
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Competitive Analysis Briefs are sometimes delivered as traditional let-
ter-size (A4) text-only reports, but often they are so dense and over-
whelming that stakeholders don’t want to read them. This is why I pre-
fer to use a presentation format. It forces the strategist to be more con-
cise with their narrative. A presentation brief also functions as some-
thing that can be first presented in a remote or onsite meeting setting
and then distributed as a takeaway deliverable.

THE BRIEF ELEMENTS

Based on what I've seen and delivered over the years, I've noticed
some primary components to the analysis brief. I'm going to walk you
through an example brief so you can get a sense of what they contain.
For presenting it at a meeting, it should be broken up into more slides
with less text.

Here is the outline. It may be helpful to first create placeholder slides
for each of the sections so that you have a basic structure in which to
place the content as you work your way through the deck.

1. Title Slide (one slide)

N

. Introduction (one slide)

W

. Most Threatening Competitors (one slide)

I

. Direct Competitors (two to three slides)

5. Indirect Competitors (two to three slides)

6. Current Marketplace (one slide)

7. Opportunities and Recommendations (one slide)

Keep in mind this is just one framework for presenting your findings.
You should create your content based on what is most relevant to your
situation.

Slide 1: Title

A good title slide has a minimal amount of information similar to a
pitch deck that a startup uses for fundraising. As shown in Figure 5-8,
it can also include an aspirational image. Here are the basics:

1. Name or placeholder name of the product

2. Title “Competitive Analysis” or “Competitive Analysis of the
Online Marketplace”
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FIGURE 5-8
Cover of Competitive Analysis Brief
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3.

4.

Date

Name and/or logo of the company or person who created the brief

Slide 2: Introduction
The introduction presents the goals of the brief and tries to hook the

stakeholder into a) reading it, and b) reviewing it with an open mind.
You might find that you need to rewrite this slide several times to get it

right. Don't be too afraid to draft a quick summary of what you think
this page should be and then return to edit it after you’ve pulled the rest
of your content together. If there is space and you want to make it more

visual, this is a good place to include a photo that is representative of

your validated persona.

Paragraph 1: Set the stage

Check out Figure 5-9 as a reference, and then below I will decon-
struct the content of this first paragraph.

[Problem statement]. This is why the concept of [initial value
proposition] seems like a [positive adjective] value proposition. In
[month, year], [your name or company name] conducted a compet-
itive analysis on the [market or sector] focused on online competi-
tors who helped the [target customer segment] find [solution].

Be sure to state the problem statement and initial value proposition
clearly so that there is no confusion as to what you are focusing on.
It’s also crucial to include the month and year in which the study
was conducted because the analysis is truly a snapshot in time that
will become outdated as the competitive landscape evolves.

Paragraph 2: Give a general overview of the current marketplace.

128

Here is where you establish the state of play, aka the present situ-
ation of the marketplace, in your competitive analysis. You could
say something like “There are numerous online competitors who
allow users to discover wedding venues.” Or “The wedding sector
is splintered into these core groups...” For additional context, you
should also include an explanation of the logical competitor sub-
groups, if they exist. At the very least, list all of the competitors you
researched, and break them out by direct and indirect competitors.
What you should not say are your key findings and recommenda-
tions. You need to build up to that conclusion with the following
evidential slides you’re about to create.
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Slide 3: Most threatening competitors overview

From this slide on, you are building a case for your recommendation.
This is why you should consider taking a hard look at all of your SWOT
to brainstorm where the opportunity lies.

Start with the bad news first. In this section, you should highlight no
more than two or three competitors regardless of whether they are
direct or indirect. Do not simply copy and paste their value proposi-
tions onto this slide. Instead, write one or two sentences that capture
their competitive advantages relative to your value proposition; this is
why they are threatening. This could be many things: major funding,
massive market adoption, a highly innovative feature, and/or success-
ful business models. Because all of this information should be in your
competitive analysis spreadsheet, you should just be pulling it into a
summary here.

For Airbnb for Weddings, I chose two competitors who had the most
traffic, highest brand recognition, and best wedding-venue search fea-
tures (see Figure 5-10).

You can place the company logo or app icons (if all of the competitors
are mobile apps) above or beside the explanations. Do not put compet-
itor screenshots onto this slide because doing so will clutter the page.
You want to save them for the competitor detail slides.
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FIGURE 5-10

Threatening competitors high-level-view slide
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Slide 44, b, c...: Direct competitor details

Next up, let’s talk about the direct competitors in detail. How you
choose to showcase them depends on what aspect of their value propo-
sition will best support your key findings and recommendations at the
end of the brief. This information should also be in the competitive
analysis spreadsheet, primarily in the SWOT-analysis column. Start
by picking the topmost threatening competitors, and order them from
most-to-least threatening.

For each one, include the following details, as shown in Figure 5-11:
1. Title and or logo.
2. Value proposition.

3. Three concise pros from the spreadsheet labeled as strengths from
your SWOT analysis or green color-coded attributes about the UX
or business strategy.

4. Three concise cons from the spreadsheet labeled as weaknesses
from your SWOT analysis or red color-coded attributes about the
UX or business strategy.

5. One to two screenshots of the products that illustrate the pros and
cons; use call-outs if possible. Point out features or layouts that you
believe should be considered for your solution. You can also high-
light any of the competitors’ weaknesses if it presents an opportu-
nity on which you can improve.

6. At least two to three relevant structured data points to show com-
petitive benchmarking. For Airbnb for Weddings, I included the
following data points: funding, the number of listings in Los
Angeles, and monthly traffic. When designing your slide, make it
easy for your reader to compare them by placing them in a similar
location and/or using iconography.

For Airbnb for Weddings, I also discussed each direct competitor
on separate slides. Each slide had the same layout. The three direct
competitors I chose were Wedding Spot, Here Comes the Guide, and
Wedgewood Wedding.
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FIGURE 5-11

Direct competitor details slide (Wedding Spot)
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Slide 54, b, c...: Indirect competitor details

Now it’s time to impart what we’ve learned from the indirect compe-
tition. If there are many, narrow them down using logical subgroups.
(See Step 2 in this chapter if you need a refresher.) Aim for a total of up
to three slides that focus on the distinct ways your customers’ needs are
fulfilled by these other products.

You can use the list of details from the direct competitor section as a
starting point. But what is more important is to highlight what they
are doing right with respect to your value proposition. Therefore, data
points such as funding, listings, and traffic may be inconsequential,
especially if it’s a horizontal marketplace or aggregator. Showcase the
relevant screens and attributes of these competitors so that your prod-
uct team is both aware of them and potentially inspired.

For this brief, I used the indirect competitor slides to discuss important
aspects that were not satisfying the customer’s needs. As I said earlier,
I organize the slides to support my conclusions at the end of the brief.
That’s why I ended up giving Yelp its own slide. Our customer seg-
ment might first look at this go-to platform for finding wedding venues
and other relevant vendors. See Figure 5-12 to see how I pointed out
the weaknesses. You'll see why this is important when we get to my
recommendations.

Next, I used one slide to discuss the indirect competitor subgroup
focused specifically on venue space rentals: VenueBook, Peerspace,
and Splacer. (See Figure 5-13.) They all share two-sided marketplace
business models similar to Airbnb but with an option for filtering by
wedding events. After comparing the critical features like searching,
the listing detail pages, and even the onboarding experience for hosts,
I was then able to pinpoint the frictionless UX key experiences across
these products.

As I mentioned earlier, don’t be surprised if you can’t write these slides
consecutively or if in writing one slide, you realize you need to go back
and edit others. Or if you get a brainstorm on what your final recom-
mendations should be, which is what happened to me.

The Knot became a crucial competitor as I realized that offering only
private party wedding venue listings would not necessarily guarantee
an affordable wedding. There are just too many other factors that can
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FIGURE 5-12

Indirect competitor details slide (Yelp)
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FIGURE 5-13

Indirect competitor details slide (VenueBook, Peerspace, and Splacer)
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bring up the total cost. The Knot’s value innovation was in their wed-
ding planning and budgeting tools.

At this point, I was unsure what the unmet need was in the market-
place. So I used my lifeline. I called my sister-in-law who had recently
organized her wedding to my brother with a budget of $12,000. It was
a second marriage for both of them. The guest list was small, with only
about 60 people, and the bride and groom had both wanted the cere-
mony by the beach. My sister-in-law explained how even with a plat-
form as comprehensive as The Knot, she was overwhelmed by all the
options and couldn’t make the budget work. Instead, she had to figure
everything out herself using a spreadsheet.

That was when the idea crystallized for what the Airbnb for Weddings
value proposition should become, as you will see in the Opportunities
and Recommendations slide (shown in Figure 5-16).

And as 1 worked my way backward from the Opportunities and
Recommendations slide after vacillating on the value proposition, I
realized that perhaps The Knot could become a direct competitor if we
were to move forward with the new direction (see Figure 5-14). But for
the purpose of storytelling, I left it as the last competitor slide because
it was the most important competition to make irrelevant by painting it
as the Goliath that needed to be brought down.

The big reveal!!!

The conclusion is the most important section of the brief, and all of the
previous slides need to add up to your conclusion, justlike 1 +1 + 1=
3. You need to articulate your informed view of the opportunity space,
which is the world of unmet needs where your product team can cre-
ate unique value with either an innovative user experience or business
model or both. This needs to be expressed with concision and author-
ity; try to break it down into two slides.

Slide 6: Current marketplace

This slide summarizes your key findings about the competitive land-
scape and how it all adds up (see Figure 5-15). Is it a blue ocean, a red
ocean, or somewhere between? State or restate who the most threaten-
ing direct or indirect competitor is and how your potential customers
are currently using them as their solution. But, emphasize their major
drawbacks. Just how much is the market worth? You may be able to find
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FIGURE 5-14

Indirect competitor slide (The Knot)
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FIGURE 5-15

Current marketplace slide
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statistics regarding your particular industry and its purchasing power
online or in publicly available reports. There are also many approaches
to estimating market size yourself. For more on this, see Forbes’s arti-
cle, “How to Effectively Determine Your Market Size.”™

Slide 7: Opportunities and recommendations

An opportunity is a set of circumstances that makes it possible to do
something. This is where you need to lay out your product strategy with
a focus on the part that should be built first as an MVP or beta version
to test with target customers. (We’ll do this in Chapter 7.) If you found
the market to be a red ocean, like I did, then you must demonstrate
what aspect of the initial vision can still be realized. You don’t want to
leave your client with nowhere to go.

Identify the most important feature(s) your product must have to differ-
entiate itself from your most threatening competitors and improve on
the experiences they offer. You might consider moving on to Chapter
6 to generate a storyboard to think through how the most innovative
features could work together. Last, talk about the most likely business
model that makes the most sense for your customer segment (see
Figure 5-16). Make sure you show why it’s logical despite all the market
dynamics at play.

After discovering that the wedding venue rental market was a red
ocean, [ realized that I needed to pivot to something that would truly
improve on the shortcomings of The Knot. Sometimes people become
overwhelmed by choices or a product with too many features. It’s a
big part of why the restaurant chain In-N-Out Burger is so successful
in the United States—they have a small menu of excellent affordable
items. The customer segment that I believed was underserved was the
one that wanted a more modest wedding requiring less decision-mak-
ing and a lower budget. As for the artificial intelligence and other turn-
key solutions I mentioned in the slide, I'll explain that in Chapter 6.

* Alejandro Cremades, “How to Effectively Determine Your Market Size,” Forbes, September
23, 2018, https://oreil.ly/nm8dF.
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FIGURE 5-16

Opportunities and recommendations slide

141

5. ANALYZING THE COMPETITION



Presentation and Takeaways

It’s not uncommon for the client to only glance at the spreadsheet and
appreciate that the UX strategist has done his homework. Thus, include the
spreadsheet as an appendix, so the client can reference the raw data as
needed and when convenient. | recommend downloading an Excel version
of the Google spreadsheet so that the client can look at it offline or share it
with others without having to link to the cloud version. You can also include
a link to the cloud version if you expect this exercise to continue and poten-
tially become collaborative.

It Is Time to Take a Stand

As a strategist, you are required to take a stand about the viability of
the product. Sometimes, as in the case of Paul the movie producer,
your recommendations won't be what the client wants to hear. It’s just
reality, and sometimes that’s just how it plays out. Yet, the reason you
conduct research and analyze data is to learn about the real potential of
the product so that you can make informed and actionable suggestions
despite your client’s reactions.

You might learn that the client’s initial vision faces a lot of challenges.
You might also learn that there are better alternatives to the product.
It’s your job to analyze the data and present these insights with solid
supporting evidence.

If your analysis supports the value proposition, your recommendations
should suggest specific ways to capitalize on market opportunities and
gaps through the user experience and business model. Your recom-
mendations may answer these questions:

- Can a specific feature be majorly improved or new technology inte-
grated to help customers do something that currently is too com-
plicated or time-consuming for the existing alternatives?

- How can you make the product experience more personalized or
“smart” to increase adoption and engagement?
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- Is there a new revenue stream or disruptive business model that
can be experimented with?

« How can you achieve a competitive advantage that your competi-
tors can't easily replicate?

- If you are recommending a native application versus a responsive
website, what is your rationale for why you are forfeiting organic
traffic and forcing customers to download yet another app?

If your analysis reveals that the initial value proposition is facing cer-
tain risks, your recommendations may need to suggest a pivot on the
targeted customer segment or the specific problem. You would need to
recommend that your team or stakeholder pursue a different version of
the value proposition and/or business model. As such, your comments
might try to address these scenarios:

« Is this an expensive endeavor to take on, or are there ways to de-risk
the vision by experimenting with MVPs through rapid prototyp-
ing? (See Chapters 7 and 8.)

« Do you see another possible angle that addresses aspects of the
stakeholder’s vision, or do you recommend that the team pivot on
the customer or their problem? (See Chapters 3 and 8.)

- Does more research need to be conducted to really know if the
value proposition is viable, such as with user research (see Chapter
8) or using landing page A/B tests? (See Chapter 9.)

You are now at the end of your competitive analysis, and you under-
stand what kind of marketplace your product concept is facing:

- Ifyou're in a red ocean, you need to ask, “Why am I creating some-
thing in a saturated marketplace?” You might need to go back to
the earlier chapters and pivot on the customer segment or the ini-
tial value proposition based on what you learned.

- If you're in a purple or blue ocean, move on to Chapter 6. You're
at the threshold of possibility to build an innovative product! Now,
you will need to start plotting out a user experience that will capi-
talize on the opportunity.
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Making hard decisions can be stressful even after we have done the
deep research and analysis. Intuition may have to play an essential role
if there are contradictions or ambiguities in the data. As Mintzberg
says in Strategy Safari, “Decision making thus becomes not so much
rational as a vain effort to be rational.”

Recap

Product strategy needs to be based not only on the company’s business
goals and organizational capabilities but also on a systematic under-
standing of the market environment. In this chapter, you learned how
to conduct a competitive analysis, synthesizing information about your
marketplace to uncover product design patterns and potential business
models. A good analysis exposes gaps and opportunities that allow you
to make sound judgments regarding your product strategy. Knowing
the unknowns helps your team to not repeat mistakes but instead make
good ideas great.

In Chapter 6, you will use what you've learned to create new value
through differentiation and innovation focused specifically on the UX
and the business model.

%

Henry Mintzberg, Bruce Ahlstrand and Joseph Lampel, Strategy Safari: A Guided Tour
Through the Wilds of Strategic Management (New York, Free Press,1998).
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[6]

Storyboarding Value Innovation

Reaching beyond existing demand is a key component of achieving
value innovation.”
—W. CHAN KIM AND RENEE MAUBORGNE, BLUE OCEAN
STRATEGY

IF YOUR GOAL IS TO INVENT SOMETHING UNIQUE, YOU NEED TO HOME
in on the benefits that will make your product indispensable to users.
That means you need to envisage the opportunities you uncovered in
the prior chapters. To do that, you need to mash up the principles of
Tenet 2: Value Innovation with Tenet 4: Frictionless UX (Figure 6-1).

If you're a seasoned design professional, be aware that this chapter is
not about pushing pixels or making cool-looking deliverables. Instead,
it’s about using design hacks to focus your team sharply on identify-
ing and maximizing your product’s potential value innovation. It’s
about accelerating your thinking through your product’s ultimate
value proposition.

VALUE INNOVATION FRICTIONLESS UX

FIGURE 6-1
Tenet 2 and Tenet 4: Value Innovation and Frictionless UX

o

W. Chan Kim and Renée Mauborgne, Blue Ocean Strategy (Brighton, MA: Harvard Business
School Press, 2005).
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Timing Really Is Everything

In 1990, I devised an interactive animation for my master’s thesis at
the New York University Interactive Telecommunications Program that
fused my software design skills with my love for experimental art and
music. It was a mash-up of technology and art jammed onto an 800
KB floppy disk. The electronic experience was programmed for the
Macintosh in HyperCard and VideoWorks. The disk featured an inter-
active table of contents with links to animations of poetry, games, and
rants combined with an industrial noise soundtrack. After numerous
sleepless nights, I succeeded in my objective—to create what was to be
the world’s first animated electronic magazine. It worked, played, and
all fit on one disk! This was Cyber Rag #1 (shown in Figure 6-2).

FIGURE 6-2

Cyber Rag (1990)
electronic magazine on
floppy disk

Sure, there were some competitors in the marketplace. For instance, there
were nonanimated HyperCard stacks with tech-centric content. There
was also an interactive art disk that ran on the less-popular Commodore
Amiga and could be downloaded from a bulletin board service (BBS). But
there was no other digital product like Cyber Rag, and I saw the golden
opportunity to make digital content more mainstream and accessible to
the masses by placing it on a Mac-based floppy disk.

However, it was one thing to create a completely original electronic
magazine on a disk and quite another to get it out to the general pub-
lic, have them recognize it for its originality, and buy it. Much as in
Chapter 3, my younger self had to figure out who her customers were.
I eventually learned they weren’t the computer nerds of the 1990s who
might download an electronic mag for free off a BBS. Even I did not
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own a modem (yet). That’s when I realized that Cyber Rag #1 wasn’t
just tied into the experience of a new electronic publishing medium.
It also aligned with the DIY attitude of other Generation X creators
who self-published their own fanzines about pop culture. They just
weren’t doing it digitally yet. Somehow, I had to reach my Gen X peers
who shopped in independent book and record stores. This meant that
besides creating the physical product, I also had to somehow package
it, market it, and distribute it.

A typical Saturday in my mid-20s involved saving copies of Cyber Rag
onto hundreds of floppy disks. I glued labels, stamped leaflets, and
sealed the packages, and then I'd walk into independent bookstores
in New York City and Los Angeles to pitch my product to the own-
ers. Their typical reaction was bewilderment because they had no con-
cept of my value proposition at the time. Some owners didn’t even have
access to a Macintosh computer to preview the product for themselves.
How were they to know that the disks weren’t empty, corrupted, or
filled with hardcore porn? I learned that the best tactic was to front the
product initially to the store owners to lessen their fear of selling an
unfamiliar publishing medium.

But the disks sold well. Customers were curious and willing to dole out
six dollars to experience their first electronic magazine on a computer
screen. Typically, a store would call me within a month after my initial
pitch to ask me for more product. When I began to gain notoriety in the
press, I started selling thousands of disks (Cyber Rag #1, #2, and #3
and Electronic Hollywood I and II). The disks were on sale in indepen-
dent bookstores, in art galleries, and via mail order; they even sold to
people all over the world. I had no business model except to keep pub-
lishing disks until “something” happened.

Then, “something” finally did happen. After two years, I came home
from myjob as a typesetter to find a message on my answering machine.

“Hi, Jaime! This is Henry from EMI Records. We are calling on behalf of
Billy Idol, who just bought one of your disk magazines. He wants to see
if you are interested in working with him on his new project. Can you
please have your people call our people to arrange a meeting? Thanks.”

I was excited but also confused. Who were “my” people? Was I going to
have to ask my mom to call Billy Idol?

My mom didn’t call. I did. And I got the gig.
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In 1993, EMI released Cyberpunk, Billy Idol’s new album, on a CD that
featured a floppy disk in a special-edition digipak, as shown in Figure 6-3.

o N =

FIGURE 6-3
Billy Idol’s Cyberpunk album (1993) with floppy disk

It was the first-ever commercially released interactive press kit (IPK).
The floppy disk was essentially a customized version—a “Save As” in
Macromedia Director—of my software, bringing my innovation score
up from one to two. I was stoked and thought this venture was going
to make my career. From here, I would finally be able to financially
support myself as an interface designer and electronic publisher. Soon
everybody from David Bowie to Michael Jackson would call me for cus-
tom disk magazines for their future albums. Not just my early adopters
but the entire world would finally “get” how cool this new electronic
publishing medium was. The ocean seemed so blue!

Sadly, here’s where I hit bumps in the road. Sure, I had successfully
innovated a new digital medium, found a blue ocean for it, and pushed
it into two user groups (indie bookstore customers and rock-star musi-
cians) who loved it. The thing was, though, Billy Idol (see Figure 6-4)
was no longer the big celebrity he used to be. Instead, critics slammed
him. Some called the album pretentious for jumping on the cybercul-
ture bandwagon.” His new songs gained little traction on MTV or the
radio, and the album flopped. There was also a huge issue with the
packaging. The digipaks were so bulky they took up almost three times
as much space as a regular CD. This made it hard for record stores to
stock it. The Billy Idol Cyberpunk album literally did not have the right
product/market “fit.”

* “Cyberpunk (album),” Wikipedia, https://oreil.ly/1SSao.
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FIGURE 6-4
Billy Idol posing with my interface for his Cyberpunk floppy disk (Ed Bailey/
AP/Shutterstock)

I was never hired to make an IPK or custom floppy disk project again.
However, I did learn some valuable lessons.

Lessons Learned

« Timing is everything. Even if you are first to market with a disrup-
tive innovation, there are no guarantees of success. In the case of
electronic publishing, digital media really should be distributed
digitally. But in 1993, this wasn’t possible. The first web browser
for the internet was still being invented.

* Context is key. My floppy disk magazines were compelling not
just because of the new technology. The content on them, which
featured anti-Silicon Valley rants and tips on sneaking into
expensive tech trade shows, was a symbiotic part of the value
innovation. Billy Idol’s album marketing content was perceived as
more of a gimmick.

* There are many aspects to building successful digital products.
Inventing them is just one small part of the fun. You also need
sustainable adoption, scalability, wide distribution, revenue
streams, and a team bigger than yourself.
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Techniques for Value Innovation Discovery

You have already learned that by doing competitive research your team
can gain strategic insights into what digital products and services exist
in the marketplace of your value proposition. This research isn’t just to
help your team replicate other products or improve them only margin-
ally. Instead, you want to create a superior and sustainable invention
with new value.

To achieve this marketable product, UX strategy requires you to bal-
ance business goals with user value. Even though you aren't creating
the first electronic magazine or even the first-ever website, your prod-
uct should still have a unique something that engages customers in new
and different ways. Your future customers need to want to choose your
solution over any other because a) it’s significantly more efficient than
what’s currently out there, b) it solves a pain point they didn’t know
they had, and/or ¢) it creates an undeniable desire where none existed
before. Basically, you open up an uncontested blue-ocean marketspace
through value innovation.

The value innovation can manifest itself as a unique feature set.
Features are product characteristics that deliver benefits to the user.
In many cases, fewer features equals more value. Here are the top
four “secret sauce” value innovation patterns of feature sets that I've
observed in the digital realm:

« The product offers a new mash-up of cherry-picked features from
competitors. The hybrid then offers a much better existing alter-
native for accomplishing a task. (Google Maps + official major city
public transportation apps = Citymapper)

- The product provides an innovative “slice” or a twist to a value
proposition from existing larger platforms. (Google Maps + crowd-
sourcing = Waze)

« The product consolidates formerly disparate user experiences and
technologies into one elegant, simple, and powerful solution. It
becomes the one-stop shop for a user task. (live video broadcasting
+ online communities + gaming = Twitch)

« The product brings two separate and distinct user segments to the
table to negotiate a deal that had not been possible before, thus rev-
olutionizing those users’ worlds. (subletters + travelers = Airbnb)
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As you can see, the patterns aren’t about building replicas of existing
products. Instead, you want to build on existing conceptual models and
take those capabilities to the next level. Great ideas are just waiting
to be discovered in unexpected, unassuming places. You just need to
peruse the internet and real-life experiences like a hunter searching
for prey!

Poaching has traditionally been defined as the illegal hunting, killing,
or capturing of wild animals, usually associated with land-use rights.”
Completely copying an existing product is also illegal and can be con-
sidered patent and/or trademark infringement. For instance, Tinder
sued Bumble, a similar dating app, for patent infringement, pointing
to the swipe cards and mutual selection process, among other things.

However, there is nothing illegal about poaching features and inter-
action patterns that are a common approach for helping users accom-
plish a task or goal. You'll be borrowing these kernels from different
places and putting them together in a brand-new context to create
value innovation.

The four techniques you are about to learn are how to:
- Identify key features
- Take advantage of UX influencers
« Perform a feature comparison
- Storyboard value innovation

Be aware that these techniques are more for your personal or your
team’s edification. They are not necessarily deliverables that you will
present to a client.

IDENTIFY KEY FEATURES

A key feature is a unique benefit that showcases your value innovation.
It must exist for your product to have a competitive advantage. The
key feature defines the experience that sets your product apart from
all others. It might be related to the business model (i.e., Metromile’s

* “Poaching,” Wikipedia, https://oreil ly/kWgoS.

7 Andrew Liptak, “Tinder’s Parent Company Is Suing Bumble for Patent Infringement.” The
Verge, March 18, 2018, https://oreil.ly/sSTZo.
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pay-per-mile pricing). A key feature might be an exotic permutation of
features, or it can be a single significant capability, as I described in the
patterns earlier.

We want to think hard about what we learned from our customer inter-
views (Chapter 3) and competitive analysis (Chapter 5). To get your idea
juices flowing on the key features, ask yourself these questions:

« What will make your provisional personas (hypothesized custom-
ers) love this product?

- What is the aha moment or part of the user’s journey online or
offline that makes this product unique?

« What is a major pain point that you are trying to solve that is not
currently being solved by competitors?

« What kind of workarounds are your potential customers currently
doing to accomplish their goals?

- What is the core benefit for your customers that is derived from the
output or manipulation of either your proprietary algorithm and/
or data set?

« What is the functionality or page/screen layout that needs to be
designed from scratch because there is no reference for it in any
other digital product?

Your answers might just lead you to the key features that you'll eventu-
ally deliver through a frictionless UX design!

However, be careful about confusing your key features with an entire
feature list generated from numerous business requirements. In the
complete 1.0 version of a product, it is important to include all the
required features for the user to accomplish their goals. As shown in
Figure 6-5, feature number 2 talks about an integrated payment sys-
tem. While the ability to accept payments by credit cards from the users
is an important business requirement, it is not a key feature that will
differentiate the value proposition.
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Airbnb for Weddings — Feature List

1 |Search Venue Listings Ability to do a search query of city or zipcode + ideal date(s) + guest count and
get back a result set of relevant venue listings.

2 |Payment System Integration with an established online payment system to allow users to pay for
both subscriptions and wedding packages using all major credit cards and
PayPal.

3 |Photo Gallery Ability for venue managers to post up to 16 photos of their venue and also for

users to be able to browse the photos by swiping/clicking arrows and enlarge
individual photos to full screen.

4 |FAQ & Ask Center Area for users to read frequently asked questions and post a question if they can
not find the answer.
5 |Chatbot A text chatbot that is globally accessible to the users for answering common

questions using artificial intelligence (Al).
6 |Registration / Create Account |Ability for users and vendors to quickly create an account with just an email
address (to be verified) and password.

7 |Real-time Alerts Notification system for alerting users and vendors about upcoming tasks or
confirmations.

FIGURE 6-5
Snippet of the feature list for Airbnb for Weddings 1.0

If you look at Twitter, think about all of the features that are part of
the platform: direct messaging, the news feed, retweeting. Yet, the key
feature, as described by Dan Saffer in his book Microinteractions, is “a
single interaction: sending a 140-character message.” This focus on
concision and brevity clearly influenced other apps such as Instagram
and Snapchat.

So if we think of key features in this way, we should come up with a
much shorter and descriptive list. During the competitive research for
Airbnb for Weddings, we learned that a major pain point for our target
customers was organizing all the vendors. Because weddings are sup-
posed to be one-time events, the learning curve for a spouse-to-be is
steep. The Knot’s budget planner is geared to help with this. However,
there are over 50 line items (i.e., the wedding cake, bridesmaid gifts,
photo booth, etc.) for spouses to track. While the tool explained what
each line item meant, it didn’t prescribe alternatives to cut costs. This
made it harder for brides to stick to a budget of less than $30,000.

The lack of affordable options or advice on prioritizing the essential
components made the entire endeavor a fool’s errand. Without an
up-front understanding of all the moving parts and individual costs,

* Dan Saffer, Microinteractions (Sebastopol, CA: O’Reilly, 2013).
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the entire event budget can go off the rails. This differentiation around
cost-cutting using artificial intelligence and lower-cost alternatives is
what the key features need to express (as demonstrated in Figure 6-6).

Airbnb for Weddings - Key Features

1. Aresult set of options showing affordable yet amazing wedding venues

2. An Al-powered engine that guides the customer seamlessly through
wedding preference decision points and then outputs customized
wedding packages along with low-cost alternatives

3. Acoordination system that helps the customers execute the wedding

plan with timely reminders for tracking vendors and activities

FIGURE 6-6
The key features for Airbnb for Weddings

A frictionless UX just ~ As you can see, it’s about imperative outcomes. You
, - lentlessly focus your team and resources on
doesn't happen if  *amttore y focus y
PP the indispensable benefits of the product. It’s also
feature creep runs more gutsy to take the minimalistic “less is more”
rampant. Want  approach.

better, not more!

TAKE ADVANTAGE OF UX INFLUENCERS

In short, UX influencers are products that have some functionality that
would work well with your value proposition. UX influencers don’t even
need to be competitors; their value proposition may have no relation to
your own. However, their user experiences and features can provide
insight into your product’s value innovation. The trick is that you need
to think outside of the box. Remember how one of our value innovation
patterns is mixing and matching disparate feature sets? Sometimes by
jamming pieces that don’t seem to fit together, you get amazing disrup-
tion. You just need to take a leap of faith to see how a noncompetitive
product or service could be bent to serve your needs.

I found inspiration in Metromile, the insurance provider discussed
in Chapters 1 and 2. That company has absolutely nothing to do with
the Airbnb for Weddings value proposition, but the UX around the
claims-filing process is quite genius.
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Metromile’s UX innovation is in how they guide a customer through
filing a claim for a car accident. It’s a complex and emotional journey
with numerous moving parts, and this became the inspiration for our
Al-guided wedding planning experience.

The first step was to deconstruct Metromile’s claim process by looking
at the user flow through the claims funnel screens. We were looking
to see what aspects of their mental model paralleled our key feature of
guiding the customer through decision points. I am showing a subset
of the screens to give you an overview of what their process and design
looks like. These are the steps being depicted in the images to follow:

1. Screen 1 (see Figure 6-7) shows the first step where the customer
selects the type of incident that just happened to them.

2. Screen 2 (see Figure 6-8) shows the types of details that will need
to be captured.

3. Screen 3 (see Figure 6-9) shows the geolocation of the customer
and allows them to pinpoint the exact location of the incident.

4. Screen 4 (see Figure 6-10) shows how the customer can indicate
where the damage occurred.

5. Screen 5 (see Figure 6-11) shows the visual instructions prompting
the customer to take proper photos of the damage to their car.

6. Screen 6 (see Figure 6-12) shows the result set of repair shops that
are available based on the customer’s desired location for the repair.

7. Screen 7 (see Figure 6-13) shows coverage information and detailed
rental car options.

8. Screen 8 (see Figure 6-14) shows confirmation of their scheduled
repair and asks the customer if they would like to be picked up
from the repair shop.

The structure and presentation of the data illustrates how the
Al-powered funnel simplifies the entire journey from when the user
loses use of their car to the moment when they get access to a rental.

Take a look at the screen flow from Figures 6-7 to 6-14 to see some
Metromile value innovation in action!
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FILE A CLAIM

What type of incident are you reporting?

Select Incident Type v

Done

Select Incident Type

FILE A CLAIM

N All Other Claims

How did it happen? Please answer to the
best of your knowledge.

| Hit Other

Other Hit Me ()

We hit each other

Several Vehicles

What type of vehicles were involved?

Collision
Fire Motor Vehicle ()
Theft & Vandalism

Weather Bus
FIGURE 6-7 FIGURE 6-8
Customer selects the type Customer chooses important
of incident details

Los Angeles, CA 90016 X2 in Incident Details
() X
DAMAGE DETAILS

= @ Santa Monica Fwy

#

FIGURE 6-9
Customer pinpoints incident
location on map
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Select the primary area on the car where
the damage is the most severe from this
incident.

12 1 2

FIGURE 6-10
Customer indicates the areas
of damage



FILE A CLAIM

Step 2: Please take the 6 photos
of your vehicle as instructed
below:

(Note: Metromile will only acceptthe

first 6 photos. All other photos will not
be uploaded.)

Front Corner Front Corner
(Driver Side) (Passenger Side)

Back Corner Back Corner
(Passenger Side) (Driver Side)
P
o
VIN
Odometer (Corner of
FIGURE 6-11

Customer is prompted to
take photos

¢ RENTALTYPE

RENTAL VEHIGLE TYPES
i CompactCar 5858%
a @ 45248

Standard $558%
S—— Will incur out of pocket cost

2 o
45 &4 @
. Minivan
r;; _,"'\ Will incur out of pocket cost
45 &l4 @

Full Size SUV 5558

! - = Will incur out of pocket cost

45 &4 @

Policy Coverage

Your policy covers up to $30/day up to $900 for the
total. In the event that you go over the alloted
amount indicated on your policy, those will be
considered out of pocket expenses and will be
handled by Enterprise Rent-A-Car upon pick up.
To check on estimated rental prices, visit
www.enterprise.com or call 1-855-266-9289

FIGURE 6-13
Customer selects between car
rental options

AIR SHOP

Q. 90065 ‘

Glendale ow,,w =

]

§  toecumt Adams $a

%

%, o
oa v o
Lt £ &

. Caliber Collision
@ TETT T

3829 San Fernando Rd
Glendale, CA 91204
Distance 1.1 miles

Caliber Collision
3020 Riverside Dr
Los Angeles, CA 90039
Distance 1.7 miles

h

@ wonwork >

@

Caliber Collision
115 S Louise St
Glendale, CA 91205

@W:V;WE., 5

FIGURE 6-12
Customer views a result set of
repair shops

S "o

We pick you up!

Looks like you scheduled a repair an Jun
13, 2017 at Caliber Collision = 20 9th
Ave., San Francisco, CA 94107

Would you like us to pick you up at this
location?

YES

No, set a different location

FIGURE 6-14
Customer is prompted with next-
step options
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Now look over the screens again, imagining how you could adapt them
for Airbnb for Weddings. Here’s my adaptation:

1. Screen 1 could show the first step where the customer selects the
maximum number of guests for the wedding (because this is a
major determining factor of venue options).

2. Screen 2 could show the types of major details that need to be cap-
tured (e.g., budget and ideal dates).

3. Screen 3 could show a map allowing the customer to pinpoint their
desired location for the wedding.

4. Screen 4 n/a
5. Screen 5 n/a

6. Screen 6 could show the result set of wedding venues that are avail-
able based on the user’s desired location, budget, dates, and num-
ber of guests.

7. Screen 7 could show wedding packages that are associated with a
selected venue.

8. Screen 8 could show confirmation of the customer’s wedding pack-
age and ask if they would like to schedule a tour.

You’ll catch clues by looking at all the details and figuring out how to
use them for your product. Potentially, you can improve on the concept,
taking it up a notch on the design ladder. You're aiming to pluck out the
best ideas. After you have them, you’ll mock them up into a storyboard.

PERFORM A FEATURE COMPARISON

In Chapter 5, I wrote how Steve Blank argues that making a feature
comparison document to create a bloated feature list will ultimately
sink the ship. However, if you're using it as a tool for discovery without
any intention of showing a client, a feature comparison can help you
identify opportunities for value innovation. Basically, it takes all the
puzzle pieces out of the box, puts them in plain sight on the table, and
then allows you to pick out the best pieces and components to build
a new interaction pattern. You poach elements and then fuse them
together into a frictionless UX.
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For instance, several years ago, a multinational conglomerate hired me
to design the UX of an ebook reader for the iPhone. Because there were
already several readers on the market (Stanza, eReader, Kindle, Nook),
I did my competitive research and analysis. I downloaded the reader
apps and captured my data. I captured screenshots of many different
functions, features, and experiences, such as how to browse for a book,
the UT of the home screen, the navigation of the table of contents, and
how to highlight and annotate. I documented anything that touched
the key features I had to design, and I organized all of my screenshots
based on their relationships to one another and took notes on each.
Figure 6-15 presents a sample of that document.

The process took at least four hours, but I was able to observe and quan-
tify best practices, lame practices, and clever approaches. It also saved
me endless design hours because I didn't have to reinvent the wheel.
Better yet, my well-researched evidence helped me deal with a pushy
stakeholder who thought that he knew the best way for me to do my job.

When you perform a feature comparison, you should find and doc
ument three to five references. This way, you can compare different
approaches to common interactions. These comparisons may turn
out to be useless or inspirational, but at least you're thinking critically
about what is already out there and looking for more optimal ways to
deliver value.

Your feature comparison might also take you deeper into research you
already have. For example, when you did your competitive research, you
captured a variety of existing features. You can return to your notes to
hunt for inspiration, as depicted in Figure 6-16.

Using a feature comparison on competitors and UX influencers (i.e.,
Metromile), you can compare everything from visual design to interac-
tion design to feature sets to how the content is displayed. The objec-
tive is to avoid being clueless about your competitive environment.
Sometimes, you can capture the necessary iPhone or Android screen-
shots from the Google Play or Apple App stores, or you can just spend
the money on the applications. Charge the client, or pay for it yourself
and bill your client for an extra hour. Ultimately, the comparison will
save you and your client time and money. It will open your mind, espe-
cially after the deep, focused dive you took in Chapters 4 and 5.
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eBook reader feature comparison of adding a note or highlight
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Community or Competitive Advantage

Personalization Features

UGC Features and/or Key Features
After creating a profile, users have access to |A discussion forum consisting of ‘The Knot provides comprehensive wedding resources and
'wedding planning tools providing personalized [several wedding-related boards; not |planning tools meeting the needs of wedding planning in all
'wedding dashboard, budgeter, registry, guest |well-maintained. steps, therefore giving users the incentive to stay with
list, website, vendor message history, etc. them for every part of wedding planning.
Customer reviews displayed for all The parent company has established 2C and 2B customer
venues. bases and a mature advertising business inside its
ecosystem covering "the first" in life.
After creating a profile, users can save their |A well intail active di i ing Wire provides compr ive wedding
favorite listings and venue pricing results, and|forum featured on the top navigation |tools, which is identical to its sister company The Knot.
compare the saved venue pricings. Users can |bar. Compared with its sister company The Knot, it is smaller in
also check their inquiry history and message scale in terms of user base and vendor base, but has a
history with venues. Customer reviews displayed for heavier focus on providing a business management
venues who receive at least one solution for vendors who list their business and advertise
review. on Wedding Wire.
FIGURE 6-16

Features learned from the competitive research

STORYBOARD THE VALUE INNOVATION

Now that you have identified the key features of your product, you will
want to stitch them together into a narrative thread to give them con-
text. Storyboards are a great communication tool for both teams and
stakeholders because they are visual and linear. They allow you to put
your validated persona into a situation where they need your product,
and it helps them accomplish their goal.

The storyboarding process has been around since German filmmaker
Lotte Reiniger first drew and colored storyboards for her animated fea-
ture film The Adventures of Prince Achmed” in 1926. Since then, they
have become versatile tools used for advertising campaigns, comics,
films, software design, and various other business processes. They
allow directors to communicate to their cinematographers what is
the important interaction of each scene from different angles. We can
bring this film technique to product design to create close-up angles
of crucial functionality (i.e., web searching for a wedding venue) or
wide-angle views of the customer doing an activity (i.e., getting mar-
ried on the beach). These captured moments may or

may not be part of the digital experience, but they are  ()riginality comes

out of combining
When you are building a product, storyboards are use-  faqt(res dat
ful output after the ideation phase. During production, , ’

definitely part of the entire customer journey.

and interfaces,

UX teams often create experience or journey maps and
distill them into scenarios. Then they convert those Il [IEW Ways.

< “The Adventures of Prince Achmed,” Wikipedia, https://oreilly/gaJ8U.
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into storyboards that can then be used as a precursor to the wirefram-
ing phase. This makes sense if you are building the product and need
to flesh out all the interactive details of the end-to-end experience. But
I am talking about using storyboards for a different purpose. I recom-
mend jumping right into storyboarding the value innovation and busi-
ness model to ideate around what must be in the prototype to validate
the solution.

We are going to knock out a storyboard that truncates the end-to-end
experience into approximately six panels, each consisting of a scene
and its caption. The goal is to write a narrative that weaves together key
features to show the progression from the problem statement to the
solution. Now is a good time to reflect on any features, comparisons, or
mental models from UX influencers. In my case, this was Metromile’s
Al-powered claims-filing process.

THREE STEPS TO STORYBOARDING KEY FEATURES

The main goal is for us to rapidly produce something that conveys the
value innovation visually. You want to use the format to zero in on the
most important components of the experience. Say more with less,
and finish with a happy ending, in that the problem for your user is
solved. Here is my recommended process for building and presenting
a storyboard:

Step 1: Write the captions for your panels (the narrative)

We are writing the captions that will go under each image in the story-
board panels. They should tell a short story focused on the key features.
Think through the entire customer journey regardless if it takes 20
minutes like an Uber ride or 2 months like a homestay through Airbnb.
Consider both digital interactions and offline experiences. Keep the
captions brief—one sentence.

For Airbnb for Weddings, this meant showing how the spouse-to-be
experienced their dream wedding coming true rather than showing
how account registration or the photo gallery works. Here are the panel
captions I defined:
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1. Spouse-to-be is having a hard time planning a beautiful yet afford-
able wedding.
(THIS IS THE PROBLEM OR NEED.)

2. They enter the major details of their ideal wedding.

3. They see a result set of available wedding venues.
(THIS IS KEY FEATURE #1.)

4. They select from a set of customized wedding packages.
(THIS IS KEY FEATURE #2.)

5. They receive timely reminders of tasks that must get done.
(THIS IS KEY FEATURE #3))

6. The couple has a wonderful wedding without breaking their
budget!
(THIS IS THE SOLUTION.)

Step 2: Collect or create your visual imagery

Decide on your visual format. Some people know how to draw or sketch.
Others (like me) cannot even draw a meaningful stick figure. What
matters is that you choose a process that is fast and easy for you and
your team to pull your storyboard together. If you are fast in Photoshop,
Keynote, or a wireframing/prototyping tool (i.e., Adobe XD, Figma, or
Sketch), just mash up some interface ideas together as graphics. Do
not waste time doing detailed wireframing. It’s fine to use photos from
Google Images or to slightly modify screen grabs from other sites.
Create, draw, or gather all of your images, and make certain that they
are the same approximate aspect ratio. There is no reason to design an
entire user interface at this stage. Instead, zoom in to the components
of the interface that best illustrate the concept.

Step 3: Lay out your storyboard on a canvas

Start by adding your numbered captions below each of the panels. Use
lowercase text and left-alignment so they are easy to read. Then add all
of your images.
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FIGURE 6-17

Storyboard showing value innovation for the spouses-to-be
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As shown in Figure 6-17, I used a mix of photos from Google Images,
screenshots of form fields from The Knot, slapped-together graphics,
and even a screenshot of a fabricated text message to tell the story.

As I mentioned at the beginning of the chapter, storyboards are not
necessarily deliverables. There are cases for storyboards in other work
environments where they are helpful to pitch ideas. But for now, we are
using them to build consensus within our team and then map out the
key features in a narrative context to ready ourselves for the prototyp-
ing phase.

Business Models, Value Innovation, and
Online Dating

Let’s take a look at a marketplace that I wish I had less personal expe-
rience with, online dating, and three platforms that exemplify it: eHar-
mony, OkCupid, and Tinder.

eHarmony’s business model is based on a monthly subscription ser-
vice. Its value proposition relies on its matching algorithm, which
focuses on the core traits of its clients, such as agreeableness, spiritu-
ality, and extroversion. The onboarding requires users to answer hun-
dreds of questions before they are sent a highly curated set of matches.
To get more matches, you need to close out the ones you have. There is
no way to browse profiles on your own. It even provides tools for a more
guided communication process because the platform is designed for
“marriage-minded people.”

OkCupid is the polar opposite of eHarmony, even though it exists in
the same marketplace. Its business model is free to customers, and
over time, its revenue stream expanded from paid advertising to the
addition of premium subscriptions. But the value proposition is intrin-
sically wrapped up in a powerful UX by which users can filter matches
based on qualitative and quantitative data points. Users can also cus-
tomize their algorithm by answering highly personalized prompts in a
polling feature. The customers are always completely in control of how
wide or narrow they cast their nets, while OkCupid reaps the benefits
of the extensive user data.
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The next crop of online dating innovators were the swipe app products,
with the most famous being Tinder. Tinder is all about ease of use and
immediacy. Users sign in with a Facebook account, upload a few pho-
tos, and maybe write a bio, and they are up and running 15 minutes
later. Here’s where Tinder’s value innovation kicks in: it inverts the
historical mental model of dating sites by only allowing users to inter-
act with each other once both parties express mutual interest. With
Tinder, users are constantly served up cards that are only curated by
distance, age, and gender. That’s key feature #1. The user swipes left
if they don’t like the profile. They swipe right if they do. If both users
swipe right, they can send messages to each other in a native message
system. Unlike other dating sites, Tinder provides matches within a
one-mile radius. That’s key feature #2. If you live in a densely popu-
lated city like New York or Berlin, you can zoom in on suitors who live
within walking distance. So what started as a hookup app for millen-
nials quickly evolved into the go-to place for people of all ages to fall
swiftly into an any-length relationship.

Tinder didn’t initially launch with an identified revenue stream because
its business model first required mass adoption. Once it achieved that,
Tinder started experimenting with targeted advertising and paid fea-
tures offering users more sophisticated functionality. This mobile-only
contender now has more than 50 million users and quickly chipped
away at OkCupid’s value proposition to the point that by 2017, OkCupid
majorly changed their functionality of disallowing users to freely mes-
sage each other unless they both liked each other.

Another popular swipe dating app is Bumble. As mentioned previ-
ously, it is quite similar to Tinder. However, its primary distinction
is that women have to initiate the first message after a match. This
“first move” key feature allows Bumble founders to call it a “femi-
nist Tinder.” It also offers a unique revenue stream called “Lifetime”
(shown in Figure 6-18), which gives you access for life to Bumble (or at
least until Bumble dies). This seems perfectly targeted at the customer
segment who are either serial daters or utter pessimists.

* Edwina Langley, “Bumble Partners with Spotify,” Grazia, June 16, 2016,
https://oreil.ly/TKAPK.
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< Facebook 2 3:49 PM @ @ 86% =m FIGURE 6-18

X Activate Boost Lifetime-access pricing

scheme on Bumble

See who's already interested in you!

MOST POPULAR

" i

— Lifetime
1 week $149.99

$10.99 / week

b b

3 months 1month
$54.99 / 3 months $24.99 / month

Recurring Billing. Cancel anytime.
Payment will be charged to your iTunes account at

Here are the two points that I want to make:

« All of these products offer distinct key features and business
models.

« They all have had undeniable success competing in the same
industry.

What makes each of them innovative is the unique way of hooking
users through a finely tuned permutation of features and business
model components.
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Recap

In this chapter, we covered a lot of material and concepts related to
ideation and connecting ideas to your final objective: articulating your
value innovation! I explained how value innovation for digital prod-
ucts is accomplished by focusing on the primary utility of a product.
You learned about the importance of determining the key features that
embody the value proposition. And how creating a product that is the
same or only slightly better than the competition is a waste of your time.
I showed you how to find inspiration from UX influencers. You learned
ways to pluck features, interaction patterns, and business model ideas
from other products and then mash them up to create something new.
Finally, you learned how to tell stories with storyboards that will con-
nect your customer’s journey with the value innovation.

Now, it’s time to leave this fantasyland behind and see if you're innovat-
ing in reality by creating prototypes for experiments.
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Creating Prototypes for
Experiments

The premature outlay of huge amounts of money in pursuit of the
wrong strategy is the thing to avoid. You need to have an experimen-
tal mindset.”

—CLAYTON CHRISTENSEN

THE PREMISE OF LEAN STARTUP IS TO GET FEEDBACK EARLY AND OFTEN
in order to validate that you are on the right path, which is also the
foundation of Tenet 3: Validated User Research. Eric Ries and Steve
Blank insist that it’s important to run experiments with your prod-
uct as soon as possible. This “learn fast” philosophy is now visible in
enterprise environments, as evidenced by the popularity of the Google
Design Sprints process where teams are given five business days to pro-
totype and test potential solutions.

A successful UX strategy needs rapid experimentation to ensure that
your product will deliver a solution that people really want. Thus, you
need to jump from your storyboard to a minimum viable product
(MVP) or prototype of your product that will be used in experiments in
the following chapters. This will allow you to learn as soon as possible
if your team’s latest assumptions are on the right track and will force
you to confront the reality of what it would take to make your business
model work in the real world. Now, as we prepare to prototype, we’re
finally juggling all four of the tenets at the same time. (See Figure 7-1.)

* Christian Sarkar, “RIP, Professor Christensen,” Christian Sarkar, January 25, 2020,
https://oreil.ly/mdLKA.
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BUSINESS STRATEGY VALUE INNOVATION

FRICTIONLESS UX

FIGURE 7-1
The four tenets of UX strategy

Giving It Your Best Shot

Years before my dad bought the doomed hot dog stand I discussed
in Chapter 4, I watched my mom start and run a successful business
out of her bedroom closet of our San Fernando Valley home. It was
the early 1970s, and my mom, age 35, fell hard for the sport of ten-
nis. This was the decade of tennis in the United States. Its popularity
was fueled by the televised championships at Wimbledon as well as the
US Open and the French Open with competitors like John Newcombe,
Ken Rosewall, and Chris Evert. Backyard tennis courts, country clubs
with strong tennis programs, and tournaments popped up all across
the country. In sunny Southern California, tennis became an integral
part of the upper-middle-class lifestyle. While I attended elementary
school, my mom dragged my little brother in his playpen to the local
park where she took lessons. She was a natural who developed a power-
ful slice return, and six months after starting lessons, she won her first
ladies double tournament trophy. (See Figure 7-2.)

It didn’t take long before my mom began to look beyond the game. One
day, while having lunch with her doubles partner, Lea Kramer, inspira-
tion struck. The friends loved all aspects of the sport—on and off the
court—Dbut both agreed that it was almost impossible to find reasonably
priced tennis clothes. A competitive audit of discount tennis-clothing
stores in Los Angeles assured the women they had stumbled on a blue
ocean. They found themselves a value proposition.
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FIGURE 7-2

Photo of Rona Levy
holding her first tennis
trophy in 1972

FRST yEadls TRophy FRUL[T2

They each had $500 to invest. Neither of them had any retail expe-
rience. Lea knew how to do bookkeeping. My mom had only worked
as a legal secretary and never attended college. But my mother was a
hustler. She suggested that they experiment with their value proposi-
tion by doing a trial run. She reached out to a family friend to see if he
could help them acquire some product. He worked in the “schmatta”
(rag) business and knew his way around the clothing manufacturers
in downtown Los Angeles. He also knew the movie star Elke Sommer,
who agreed to sell the new business partners some of her new ten-
nis-clothing line at just over cost. With 4 dresses, 10 pastel skirts, and
12 bras, my mom and Lea just needed to find some customers.

They first started trying to acquire customers at the tennis courts,
where they showed off their wares from the trunk of my mom’s Chevy
Nova. But people really needed to try things on in a private place. So
they obtained local club lists with names and numbers of players they
could schmooze into coming over to their homes. I remember com-
ing home from school to find dozens of half-naked women parading
around my mom’s bedroom while she urged them to try on different
styles. Then, my mom and Lea were invited to a Beverly Hills home
to participate in a charity in which they would donate 10 percent of
their sales. They trucked their clothes to this wealthy customer seg-
ment to sell the product in a “pop-up” dressing room in the mansion’s
garage. These experiments eventually made them a rousing success.
Their entrepreneurial scheme was even featured as one of the “Ten
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Biggest Bargains in L.A.” in LA Magazine." Within their first year, they
built up $10,000 in inventory and a customer base in neighborhoods all
over Los Angeles, including Beverly Hills, Ojai, and Pacific Palisades.
It was time to scale from their bedroom closets to a brick-and-mortar

location on Ventura Boulevard. Love Match Tennis Shop was officially
born! (See Figure 7-4.)

FIGURE 7-3

Photo of Lea Kramer
(left) and Rona Levy
(right) in front of Love
Match Tennis Shop

in 1974

The business broke even from the start, and my mom and Lea typi-
cally reinvested any profits back into purchasing more inventory. They
enjoyed the discretionary income and the flexible schedule that let them
raise their young children and also play tennis. After three years, they
moved the store into a space three times the size in a new shopping
mall. Love Match Tennis Shop continued its success, but after almost
10 years, my mom decided to try something different. Lea bought out
her share for an amount they both agreed was fair. In accordance with
the etiquette demonstrated at the end of a proper tennis match, they
shook hands and thus concluded their business partnership.

* Rena LeBlanc, “The Ten Biggest Bargains in L.A.,” LA Magazine, July 1973.
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Lessons Learned

* You do not need an MBA or even a college education to start
a business and for it to be successful. You do need to be a
go-getter.

« Start small. If you have a big idea, figure out a way to prototype
it. Manage risk by taking action. Place small bets fast.

« Stay in a partnership for as long as you have the stamina to
pull your weight. But when it’s over, leave gracefully and with
a handshake.

How | Became an Experiment Addict

In early 2011, I was working full time as a remote UX strategy consul-
tant for Cisco Systems. At the same time, [ was looking for smaller, get-
your-hands-dirty opportunities with local tech startups in Los Angeles.
In March, I met Jared Krause—a brash, hilarious, articulate entrepre-
neur, and a fellow NYU alumnus to boot. He had big plans to make
a groundbreaking online platform that enabled people to easily trade
all types of goods and services, and he had also lined up initial pri-
vate investment. Yes, there were other bartering/trading platforms out
there, but none of them leveraged artificial intelligence by matching
users based on common interests and geolocation.

I started working on the project immediately while at the same time
juggling my full-time enterprise job, a divorce, and my son starting
kindergarten. About six months later, we had completed the business
requirements, a project roadmap, information architecture, and about
50% of the UX wireframes. Our value proposition was basically that it
would be the “OkCupid for bartering,” or in Jared’s words, “a dating site
for your shit.” The big idea was that customers could make lists of all
the things they had to offer and all the things they wanted. Then the
backend algorithm would match up the appropriate people. The project
was ambitious and complicated.
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Then one day, at the beginning of a wireframe review call, Jared told
me I had to stop working on the UX. Instead, I had to go read the New
York Times bestselling book The Lean Startup by Eric Ries.” Over two
days I listened to the audio version while hiking the Arroyo Seco trails
in Pasadena.

One of the things that really struck me was how Ries’s simple Build-
Measure-Learn feedback loop (Figure 7-4) applied to product strategy.
The loop begins with an idea that can be quickly built into one or more
minimum viable products (MVPs), as discussed in Chapter 2. This
product, when shown to potential customers, must generate measur-
able data in the form of feedback. You then learn from that feedback
and continue to make the idea better.

FIGURE 7-4

The Build-Measure-
Learn feedback loop
from the book Lean
Startup by Eric Ries

The principles of Lean Startup jolted me awake to two scary realities.
The first was that Jared and my course of action for the product dras-
tically needed to change. This meant I had to throw out or put aside
a lot of hard UX work. The second reality was that my practice of UX
strategy and design methodology based on the traditional waterfall
software development model was now outdated. The rules had com-
pletely changed:

* Eric Ries, Lean Startup (New York: Harper Business, 2011).
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- No more working on UX strategy phases geared toward a big 1.0
launch. Now I needed to plan for making small incremental prere-
leases (MVPs) that would articulate different aspects of the prod-
uct strategy.

- No more working in isolation and then just handing off docu-
mentation to the team (stakeholders, developers, designers). Now,
I needed to continuously collaborate and strategize with them to
ensure that the product was released as quickly as possible.

- No more crossing my fingers and hoping that customers would
love the product after it was built. Now, I needed to insist that my
clients let me conduct experiments along the way to test the key
features that were the essence of the value proposition.

Changing our process mid-project was very stressful. In addition,
Jared’s investors were getting frustrated and wanted real evidence of a
solid rationale for the potential success of our product. The big ques-
tion we kept getting was “Why would someone want to wait for a worth-
while trade for their old laptop when they could just sell it on Craigslist
and then spend the cash on whatever they wanted?” Jared and I needed
to begin experimenting immediately with an MVP to show that our
utopian vision wasn’t from Planet Utopia.

The challenge was to isolate a slice of the UX that would truly test the
value proposition. Jared was confident that his own unconventional
marketing techniques would drive enough people to the landing page.
Still, we needed a place for them to land that would make immediate
sense and not feel like an empty shopping mall.

The first experiment was to test whether trades were more likely to hap-
pen if the person who had something to trade was open to a variety of
commensurable offers or if they wanted one specific item in exchange.
We needed to make trades happen quickly to learn this. That was when
Jared came up with the notion to spotlight one trade per day and make
it for something highly attractive to our presumed customer segment.
This would increase the chances of getting more bids for the trade
items and maybe even a successful transaction.

The most difficult part to determine was how the prototype would
enable a rudimentary trade on the frontend without requiring the
developers to do any backend engineering with code or a database. It
required us to focus on the exact value innovation, which for TradeYa
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was the capability of being able to get something you wanted without
having to pay money for it. We needed people to want to engage in
the act of trading with strangers. After intense discussion, Jared and
I decided that if Craiglist had done perfectly fine without requiring
users to even have accounts, then that could be true for our TradeYa
prototype. As a result, I chopped out all the personalization and trans-
actional wireframes—no user profiles, shopping carts, or user reviews.
The MVP simply didn’t need it.

Over one weekend, Jared and I sat side by side and knocked out all of
the necessary UX documentation for the developers. By the following
Wednesday, “Trade of the Day” was born.

Figure 7-5 depicts the site maps of the original TradeYa vision and the
first MVP after going lean.

Figure 7-6 shows the before and after of the homepage wireframes.

It’s pretty clear from just a quick glance at the UX documentation how
much the product went from fat to lean. One of the main reasons why
we were able to achieve this is that Jared manually facilitated each
trade. He helped solidify swap logistics over email between parties,
coordinated times for in-person exchanges, and even acted as a media-
tor—like showing up in front of a 7-Eleven—to ensure everything went
smoothly.

But then Jared made the experiment more intense. He insisted that
everybody on the team—investors, developers, designers...all of us—
had to test this by coming up with goods or services to trade until each
of us had completed a successful trade. I had not planned on getting
my hands this dirty! I didn’t have any old couches or personal comput-
ers that I wanted (or needed) to trade. So I chose to trade my UX skills.
(See Figure 7-7.) My trade-of-the-day offer was two hours of my UX con-
sulting time over Skype. I was open to offers but was also specifically
looking for someone who could help me with the highly specific task of
converting some old Flash animations into YouTube videos.
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FIGURE 7-6
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Trade
[ a

= Futu

Start Trading!

Every 3 days we
post something new lo trade.

% G GE EE J L i
0241 0§55]5° o
MAKE AN OFFER ) Today's Trade

Jaime Levy is trading: User Experience Design Consulting / Mentoring
2 hours of my time (5350 value) either as a 1:1 mentor or helping you figure out a business
model and the user experience for an online product concept.

FIGURE 7-7
My own trade of the day on TradeYa

It was scary yet fun. Moreover, it was truly like our original value
proposition: a dating site for your shit. Within 24 hours, I accepted a
trade offer from Edward, who was a digital consultant out of Portland.
This was when I wholeheartedly connected the dots. I had firsthand
experience that the value proposition and UX weren’t quite like eBay;
rather, they were much closer to OkCupid. The trade was successful.
Edward put my animated cartoon series on YouTube, and I schooled
him on how to begin obtaining UX work in Portland. I even hooked
him up with a job interview. The entire user journey was pretty mag-
ical. Our trade was worth more than paper money because we both
got so much out of the exchange of our traded skills without either of
us having to file a W-9. The investors liked what they saw, and so we
were able to keep experimenting with the ultimate goal of validating
the value proposition.

Defining Experiments Today

The TradeYa project and working with Jared gave me a really good dose
of the “experimental mindset” that Clayton Christensen talks about
in the opening quote of this chapter. I loved that business ideas could
be tested with minimal coding required. There was even a punk rock
ethos to it where you take a raw concept and blast it out there to see how
people react. I also discovered that running split test experiments was
a legitimate way to shut down arguments with stakeholders or team
members by simply suggesting, “Maybe I'm right, or maybe you’re
right. Let’s test both ideas to find out!”
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But let’s take a step back and remind ourselves exactly what an experi-
ment is. The purpose of an experiment is to test a hypothesis in order to
accept or reject it based on measurable results. Experiments are diverse
and can be run in a laboratory or in the field. They can be run with or
without a control group for making comparisons. They can be big or
small depending on the budget. No matter what type though, experi-
ments are all about testing a variable. This variable is any item, factor,
or condition that you can control or change. In observing the variables
in the experiments, you look for a cause-and-effect relationship, and
you conduct the experiment for a finite amount of time because you
want to measure and empirically capture observable evidence about
what happens when the variable changes.

That probably sounds really science-y. So let’s bring it back to Tenet 1:
Business Strategy and Tenet 3: Validated User Research. An experi-
ment for a value proposition starts with a hypothesis. People often get
confused about the difference between an assumption and a hypothe-
sis. If you remember from Chapter 3, an assumption is something that
you suppose to be true, such as “Most millennials in Brooklyn love
vegan ice cream.” A hypothesis is also something that you suppose to
be true, but it is stated in an unambiguous way so that it can be tested.
Or as Eric Ries explains in The Leader’s Guide, “A falsifiable hypoth-
esis is a prediction that is concrete and specific enough that logically
speaking it could be false,” for example, “Over 75% of millennials in
Brooklyn love vegan ice cream because they believe it is better for the
environment.” We can test this hypothesis by asking 100 millennial
vegan ice cream eaters in Brooklyn why they love it. Once you have a
hypothesis, then it’s time to think of the most economical and efficient
method for acquiring data that will prove or disprove your theory.

EXPERIMENT BUZZWORD TERMINOLOGY

Many types of experiments get buzzword labels slapped on them, and
people are constantly making up terms for things that often already
have a name. Sometimes there is a little bit of variation in the meaning,
which only causes further confusion. But some terms have had staying
power, and I've compiled a list here of those that relate to conducting
value proposition experiments:

* Eric Ries, The Leader’s Guide (Audible Originals, 2019).
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Concierge

This is a French word that essentially means doorkeeper. The job
of a concierge in a hotel or residential complex is to ensure that cus-
tomers (tenants, guests, whoever) have a frictionless experience
from the moment they enter the building. Concierge MVPs or pro-
totypes attempt to simulate an aspect of the customer’s experience
without the interface. They also aim to do it with as little friction
as possible while the user interacts with the prototype. When you
don’t have the time or resources to build a backend, replacing it
with a human element is the way to go. This is exactly what Jared
did when he manually concierged transactions on TradeYa.

Wizard of Oz

Digital product simulation actually dates back to a 1983 artificial
intelligence experiment done at IBM by J. F. Kelley. Kelley described
what he called the OZ Paradigm as “an experimental simulation in
which participants are given the impression that they are interact-
ing with a program that understands English as well as another
human would. The experimenter, acting as the “Wizard,” sur-
reptitiously intercepts communications between participant and
program, supplying answers and new inputs as needed.” When
testing product concepts, participants interact with a product that
they believe to be fully functional but in reality is controlled by an
unseen human operator. Unlike concierge, customers don’t know
that a human is in the loop.

Smoke test
This method determines if there is sufficient customer demand
for a given value proposition so product makers can justify build-
ing the actual product or service. The term comes from hard-
ware development, when engineers would check to see if smoke
would rise from a circuit board after powering it on for the first
time. Basically, the smoke test is for finding obvious inadequacies
in a product or product concept in order to avoid releasing some-
thing that is doomed to fail. What is unique about smoke tests
is that they do not simulate the full customer experience. They

* J. F. Kelley, “An Empirical Methodology for Writing User-Friendly Natural Language
Computer Applications,” Proceedings of ACM SIG-CHI ’83 Human Factors in Computing
Systems, Boston, December 12-15, 1983.
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gauge customer interest by measuring how many times a button
is clicked or by collecting sign-up information, but this leads the
customer nowhere or to a “coming soon” page. The customer does
not receive the actual product or service. An example of a smoke
test is a landing page experiment, which you will see in Chapter 9.

Explainer video

This short-format video or animation explains the benefits of the
product. You can find them on company landing pages, YouTube,
or crowd-funding platforms such as Kickstarter and Indiegogo.
They are meant to draw investors, raise funds, test product appeal,
and acquire users. Successful buy-in is indicated by the number of
potential customers who provide their email address or other per-
sonal information.

Mechanical Turk

In 1770, inventor Wolfgang von Kempelen performed a demon-
stration of his automaton chess-playing machine for the empress
of Austria.” The Mechanical Turk, or “The Turk,” toured Europe for
decades playing chess and defeating challengers, including states-
men like Napoleon Bonaparte and Benjamin Franklin. What users
didn’t know was there actually was a chess master hidden inside
the machine. Users were playing him rather than it. Today, when
someone says they are mechanical-turking a product, it typically
means they are building a frontend with a human-powered back-
end to manually simulate a complex digital product. They could do
this using Amazon’s Mechanical Turk, which gives them access to
a diverse and scalable workforce for outsourcing microtasks. It’s
like a crowdsourced version of Wizard of Oz.

Rapid Prototyping for Value
Proposition Validation

Experiments for testing value propositions are not meant to take a

long time, and you don’t need a fully functional website or app to do

them. That’s where prototypes come in. There are lots of expert or

* “The Turk,” Wikipedia, https://oreil ly/LZlj2.
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pseudo-expert opinions on prototyping. What I'm sharing with you
is what has worked for me over the last 30 years of using prototypes
for testing product strategy. To begin, let’s unpack some foundational
concepts.

According to the Oxford English Dictionary, the word prototype is almost
500 years old and originates from the Latin prototypum.” The defini-
tion of it has evolved with technological advances to mean “a prelim-
inary version made in small numbers for evaluation, or from which
improved or modified versions may be developed.”

A digital prototype is a proof of concept that allows you to test it before
fully building the solution. It should familiarize the user with the ulti-
mate experience you are trying to create. It does not necessarily need to
be animated or interactive. It can be produced cheaply, quickly, expen-
sively, or slowly. It can be used for different purposes, such as getting
executive buy-in or getting feedback from future customers.

Prototypes can be used to test the general feasibility or usability of
a product. They allow us to iterate, review, and refine big and small
ideas. For more information on prototyping, check out Prototyping for
Designers by Kathryn McElroy.

WHAT IS RAPID PROTOTYPING?

The term rapid prototyping comes from the manufacturing industry.
In manufacturing, rapid prototyping is used to test a product or part
before manufacturing it in larger quantities. Similarly, digital product
designers have adopted rapid prototyping as a quick and cost-effective
way to build and test a working version of their product.

The “rapid” part of rapid prototyping implies The prototype is not
this type of prototyping is fast. The timescale -

of building a prototype rapidly—i.e., days ver- the final prodgct,
sus weeks versus months—is really driven by although it might
two things: the scope of the project and the nform, inspire, or
size of the team. Rapid prototypes do not nec- annoy the future
essarily require coding. The key is to leverage
an easy-to-learn prototyping tool so your time

designers of it.

* OED Online, s.v. “prototype,” accessed January 14, 2021, https://oreil ly/Kjztk.
7 Kathryn McElroy, Prototyping for Designers (Sebastopol, CA: O’Reilly, 2017).
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Some Popular Tools for Rapid Prototyping

Please note that this list is focused on inexpensive-to-free tools that incor-
porate wireframing, are easy to learn, and are commonly used by agencies
and enterprises.

Adobe XD (www.adobe.com/products/xd.html)
A collaborative tool that helps you and your team create high-fidelity
designs for websites, mobile apps, voice interfaces, games, and more.
It has a slew of Ul kits available online to help you get started.

Figma (www.figma.com)
A desktop app and browser-based design, prototyping, and code-gen-
erating platform for collaborating online without having to stop to
install, save, or export. It leverages vector networks to allow for the
easy creation of complex icons and designs.

Sketch (www.sketch.com)
A vector-based design tool for macOS with thousands of toolkits and
plug-ins available online. You can use it to create high-fidelity mock-
ups, build your prototype, collaborate with your team, and share your
work with customers.

InVision Cloud (wWww.invisionapp.com)
A tool for turning existing high-fidelity comps into a prototype. You can
upload the images, link them together with hotspots, and easily share
them on a mobile device for validation with customers. It’s also easy to
capture comments and versions.

Balsamiq (https.//balsamig.com)
A rapid low-fidelity wireframing tool that reproduces the experience
of sketching on a notepad or whiteboard. It comes with hundreds of
interaction patterns and icons for quickly creating mockup websites,
desktop apps, and mobile apps.
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is spent making the prototype and not mastering a new tool. Also, hav-
ing a storyboard (from Chapter 6) and a prototype outline, which I'll
discuss soon, is critical so that you can plan out your time and focus on
prototyping the key features. See the sidebar for a list of tools that are
popular as of 2021 for prototyping.

WHAT IS RAPID PROTOTYPING FOR
VALUE PROPOSITION VALIDATION?

As discussed in Chapter 3, a value proposition’s primary purpose is
to communicate the benefits that the customer can expect from your
offering. For instance, the value proposition of Airbnb is “an online
community marketplace for people to list, discover, and book accom-
modations around the world.” The founders validated their initial value
proposition when they used a bare-bones website to rent out air mat-
tresses in their own apartment to see if it was something people would
find valuable.

This is why, for product strategy purposes, having a prototype focus
on the key features of the value proposition is essential. We are trying
to learn if the functionality that we believe makes our product unique
provides true value to potential customers. This is far more important
than insights about if the design is pretty or even if the product is easy
to use. Because neither of those things will matter if the target cus-
tomer expresses no need for the product after viewing the prototype.
As such, these are the critical questions that we need our prototype
to answer:

1. Does the solution solve the problem or major pain points that the
target customer expressed?

2. Does the target customer find the key features valuable?

3. Would the target customer pay for the product or use it in a way
that can be monetized?

The answers to questions 1 and 2 help us validate our value proposi-
tion. The answer to question 3 will help us validate our business model.
This process is sometimes called concept validation or business model
testing. It relies on conducting experiments using an MVP that is real-
istic enough to get accurate customer feedback.
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This is why I strongly advocate the use of high-fidelity prototypes for
informing product strategy. Fidelity refers to the level of visual details
and functionality. The problem with a low-fidelity prototype is that it
requires a lot of imagination from experiment participants. If you leave
out important details such as realistic content, you risk some partici-
pants’ disapproval because they cannot understand what they are seeing.

FOUR STEPS TO RAPIDLY PROTOTYPING A VALUE PROPOSITION
In Chapter 6, I talk about the reasons you need to focus on key fea-
tures and figure out a narrative from the user’s perspective. Now, you'll
use your storyboard as the starting point for creating a prototype that
can be used for experiments. We’ll then use this prototype for qualita-
tive and quantitative research studies. In Chapter 8, we will share the
prototype with online participants via videoconferencing platforms. In
Chapter 9, we will use screens from the prototype to develop artwork
for landing page experiments.

If you are not a seasoned designer, you can still learn to rapid prototype.
I have been teaching a graduate-level UX strategy course for engineer-
ing students at the University of Southern California (USC) for years.
Even students with zero design experience can still make great pro-
totypes. In fact, I am going to use some of their work in the next two
chapters to demonstrate how rapid prototypes, even those created in
less than 100 hours, can be used for user research experiments.

Meet one of my students, Jessica, a budding UX rockstar! Her value
proposition is a mobile application for booking autonomous flying
shuttles. Yes, think Blade Runner meets Citymapper. At this point in
her process, Jessica had validated her customer segment of full-time
20-to-30-something LA commuters during her customer discovery.
She did her competitive research and analysis and learned that Uber
Air was her biggest competitor. In Figure 7-8, you can see Jessica’s

hand-drawn storyboard that exemplifies how custom-

For this process to  ers would benefit from her solution.

be rapid, we don't  As depicted, Jessica’s storyboard shows someone try-
want to waste ing to get to work during rush hour. She then hits
time simulating each of her key features—booking combinations of

. . autonomous air shuttles and other types of transpor-
something of little tation and using QR codes to quickly and easily board.
conceptual value. Drawing out these interactions helped Jessica quickly
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FIGURE 7-8

Jessica’s hand-drawn storyboard
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understand what kind of screens she will need without even turning
on a computer. Jessica used this storyboard as the starting point for cre-
ating her prototype.

To do that, she followed these four steps, which I will walk you through
in detail:

1. Write a prototype outline.

2. Get started with your prototype tool, and organize your resources.
3. Build out all of the screens of your prototype.

4. Make it flow.

So roll up your sleeves because it’s time to get your hands dirty.

Step 1: Write a prototype outline

This first step is to expand our storyboard narrative. Take a look at the
storyboard captions. Then copy over the ones that describe actions tak-
ing place on your interfaces. Chances are there are several functions
or entire interfaces that need to be created in order to get from one
panel to the next. So don’t be surprised if you need to break apart the
action into several screens. The narrative may be linear or nonlinear
depending on what your key features are and whether or not they are
always experienced consecutively. It is important to show screens that
will allow us to ask decisive questions about our features, value propo-
sition, and business model.

Here is the general framework of prototype screens. The order and
amount of the transitional screens is flexible based on how many key
features you need to show.

Setup
Typically the landing page, home screen, or user dashboard.

Key Feature 1
Typically demonstrated in one to three screens and shows the cru-
cial interactions of the value innovation.

Key Feature 2
Typically demonstrated in one to three screens and shows the cru-
cial interactions of the value innovation.
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Result
Screen(s) that expresses the outcome or benefit of how the product
solves the user’s problem.

Pricing strategy (if applicable)
This shows the cost of the app, monthly fees, package costs, etc. If
the revenue stream of the product is advertising, then you should
consider putting examples of how ads might look on the appropri-
ate prototype screens.

Using this framework, now write an outline of the user interactions,
and take a stab at naming the probable screen or page where the action
will occur. The outline will determine the scope of your prototype in
terms of how many screens will be required and what original content
needs to be created. For those who are familiar with user flows, this is
a similar concept; we are describing a user’s journey through our prod-
uct. But it’s different because the prototype will have limited function-
ality, and we may need to build a truncated pathway through our key
features.

Here is Jessica’s prototype outline:

1. Home: User opens the app and is prompted to input their
destination.

2. Destination Details: User inputs their work address and that they
need to arrive by 8:45 A.M. before clicking “Check Routes.”

3. Route Options: User is shown the fastest routes, most scenic
routes, and other routes that will get them to their destination in
time. They tap the fastest route.

4. Route Overview: User is shown an overview of their trip depicting
each segment of walking, flying, or using other public transporta-
tion, along with pricing information. They tap “Go.”

5. Walking Directions: User is given turn-by-turn walking directions
to their nearest station.

6. Air Pickup: User is given a detailed description of how to get to the
air shuttle pickup point.

7. Air Payment: User already has a monthly pass, so they opt to use
that on this screen by tapping “Use Your Monthly Pass.”
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8. Boarding Directions: User uses QR code at scanner to get on board
the next arriving air shuttle. User then tracks their current posi-
tion and is reminded when to get off.

9. Bus Directions: User gets off at an air stop near a bus station. After
following walking instructions to the appropriate bus stop, they
are given info about the next bus and when and where they should
get off.

Step 2: Get started with your prototype tool, and organize your
resources

Using your prototyping tool of choice, create blank artboards for each
screen in the outline. Use the proper screen ratio for the device you
intend to show the prototype on (desktop, tablet, or mobile). Jessica
chose her screen ratio to fit a mobile phone for commuters who would
be using the app on the go.

Search online for free UI kits of elements or even entire screens to
speed up your prototyping. Find ones that make use of established UX
and UI design patterns so your prototype will look more professional
and realistic. With your prototype outline in mind, look through each
UI kit and note any elements or screens that may be helpful to you.
Download as many relevant assets as possible. Organize them for easy
access when you get to Step 3.

Jessica found some cool UI kits, including ones that dealt specifically
with booking transportation (see Figure 7-9).

FAY Adobe Creativity & Design ~ AdobeXD  Features~  Pricing v Learn & Support v

Home / Adobe Creative Cloud / AdobeXD / Features / UIKits

Navigo Sky Bauhaus-Inspired

Create a ridesharing app with 60+ Create a travel companion app or website Use historic typography created by a master
customizable screens, plus dozens of that includes flight, hotel, activity listings, and of the Bauhaus, and re-created by Céline.
components and elements for navigation, buttons for social sharing.

etc.

A sample of Adobe XD Ul kits that Jessica used
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Step 3: Build out all of the screens of your prototype

For each artboard screen, place any U elements that work from your col-
lected UT kits. Next, arrange them and add in any graphical elements to
ensure your user is able to accomplish their action as described in your
prototype outline. Adjust the colors, formatting, and fonts to make the
design feel cohesive. Check your design against relevant screens and
pages from competitors or UX influencers so you don’t leave out any-
thing important. Always preview the screen on your device of choice
to make certain the graphics and text sizes are proportionally correct.
Then proceed to the next screen until all the screens in your outline are
complete (Figure 7-10).

After dropping in the elements from her UI kits, Jessica added a few
extra touches and filled in missing content, such as maps from Google
Earth. She also made the UI elements look less generic by matching
them to her chosen color scheme and fonts.

Step 4: Make it flow

Once you have all your screens designed, it’s time to consider what ani-
mations or interactivity is necessary for people to understand the value
proposition. Animation can range from simple transitions between
screens and modals to complex simulations of an ecommerce transac-
tion. It may be that you simply show the before and after of a key fea-
ture in order for your customer to get it. It also may be the case that you
don’t need to animate anything.

The same is true for interactivity. I have spent months building fully
functional prototypes to show stakeholders so that they could see all
of the possible features in order to get buy-in. But for testing a value
proposition on customers, often just allowing them to swipe from one
screen to the next will get the job done. I tell my students to always
make the logo take the user back to the first screen in case you need to
start the demo over. This can also be useful for telling nonlinear nar-
ratives where the user needs to go back to a home screen to access the
next key feature. Be sure to publish your prototype to the cloud and test
it as you go to verify that the user experience flows smoothly. Another
rapid prototyping shortcut is to place a big fat hotspot over the rest of
the screen to make the demo go forward. Look, Mom, no programming
required (see Figure 7-11)!
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FIGURE 7-10

Jessica’s artboards for her prototype screens
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FIGURE 7-11
Jessica’s linked prototype reference (see the full prototype at
https://adobe.ly/2XcL30R)

Congratulations, you and Jessica finished your prototypes! It didn’t
take thousands of dollars or weeks to complete or a team of develop-
ers. The next step is to make sure it’s easily accessible when sharing it
with a potential customer. This might happen in person on a tablet or
computer, or it could happen online, as you will see in the next chapter.

Recap

The moral of this chapter is: don’t burn your time, money, or efforts
on a product that has not been tested and validated with target custom-
ers. Do something to concierge the experience, even if it means selling
stuff out of your own bedroom closet.

In Chapter 8, you will use your prototype to engage your target users in
an online user research experiment and collect qualitative feedback. In
Chapter 9, you will use screens from your prototype in a landing page
experiment to capture quantitative data.

7. CREATING PROTOTYPES FOR EXPERIMENTS 193


https://adobe.ly/2XcL3OR




[8]

Conducting Online User Research

Take a chance and step outside.

Lose some sleep and say you tried.

Meet frustration face to face.

A point of view creates more waves.”
—JOY DIVISION

BY RUNNING RAPID EXPERIMENTS, YOU CAN IMMEDIATELY VALIDATE
hypotheses about your value proposition and business model from
the users themselves. This chapter focuses on Tenet 3: Validated User
Research (Figure 8-1) and how to run a qualitative research study online.
You will use the prototype you made in Chapter 7 to get closer to the
truth with an open heart and mind to really hear what your potential
customers feel and think about your product. Through this structured
form of user research, you will harvest actionable takeaways.

VALIDATED

USER RESEARCH

FIGURE 8-1
Tenet 3: Validated User Research

* Joy Division, “Autosuggestion,” Earcom 2: Contradiction (Fast Product, 1979).
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March 2020 Timeline: Coping with Insanity

The following timeline (Figures 8-2 to 8-4) depicts the dramatic events
as they unfolded at the dawn of the COVID-19 pandemic in the USA.
Among other things, the experience forced me to quickly adapt my

practice of conducting user research so that my students could stay safe.

The Three Phases of User Research

Planning phase
involves everything from finalizing your prototype to
scheduling the participants

Inte ha
March 2nd a whens yo fiallyget 1 meet your potental

California declares state of
emergency“to help the state
prepare for the broaders
spread of Covid 19”.

March 6th ¢

customer virtually face-to
Analysis phase

when you extract conclusive results from the
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students on how to plan a
user research field study.
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that!
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FIGURE 8-2
Timeline for March 2 to March 10, 2020
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My USC class has their
prototypes ready and
begins preparing for
in-person interviews.




[BIEIC] Menu ~ Q

World = Africa | Asia | Australia | Europe

Coronavirus confirmed
as pandemic by World
Health Organization

¢ March 11th
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USC will not be having in-person classes anymore this semester.
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Stay safe,
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This is a very contagious virus. It's
incredible. Butit’'s something that
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Professor Jaime Levy
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FIGURE 8-4
Timeline for March 22 to March 29, 2020
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Lessons Learned

» Even during a major catastrophe, we can find new ways of work-
ing to get things done if we are adaptable.

* | had concerns that online user research would not get the same
quality of feedback as in-person research. But, it turns out, the
feedback can be just as good if the study is properly executed.

* Wear a mask, wash your hands, don’t be an idiot.

User Research Primer

The purpose of conducting user research is to understand the needs
and goals of your target customer in order to inform the product’s
value proposition. User research is either qualitative or quantitative.
It’s important to know the difference because each has its advantages
and disadvantages. You want to be able to decide which kind of research
will best serve your product and process.

Quantitative research is designed to gather data points in measurable,
numerical form. It can be done on a large scale, which is important
for stakeholders looking for impressive numbers and key performance
indicators (KPIs). Traditional methods include usability testing, web
analytics, web surveys, eye tracking, and A/B testing. Usability testing
focuses on whether your products work by discovering in real time how
people use the product. Data points tested in a usability study might
answer the following questions:

- Does the user perform the required tasks using the interface?
« How many clicks does it take for the user to perform them?
« How long does the user take to complete each task?

The answers to these kinds of questions are concrete. They can val-
idate whether your product’s calls to action are positioned correctly,
whether the user can find important information, and whether the
nomenclature of the navigation is clear. Traditionally, usability test-
ing is conducted in special labs with two-way mirrors or on the prem-
ises of large corporations. Nowadays, it can be conducted remotely by
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using numerous online services (such as UserZoom and UserTesting)
that provide quick, reasonably priced recorded screencasts of how peo-
ple use your product or prototype while speaking their thoughts in
real time.

In contrast, qualitative research relies on the observation and collec-
tion of nonnumerical insights such as opinions and motivations.
Qualitative studies focus on the reasons behind certain behavior. This
approach is better for asking open-ended questions in order to deeply
understand customer pain points. These findings can lead to new prod-
uct ideas and feature improvements. Traditional methods of qualitative
user research include focus groups, contextual inquiries, and ethno-
graphic studies.

Ethnographic research—the study of people in their natural environ-
ment—is all about getting to the deep, dark places, much like the qual-
itative personas Alan Cooper advocated in Chapter 3. To get an idea of
how in-depth it can be, let’s look at one of my heroes, anthropologist Dr.
Genevieve Bell from Intel. Her research focused on gathering insights
from developing countries to inform Intel on future chip designs. Over
2 years, she visited hundreds of households in 19 cities across 7 coun-
tries in Asia to learn how people use technology. During a keynote I
saw her present, she described how she tracked down a woman in a
remote village. The woman didn’t have water or electricity or even a
computer, but she still regularly corresponded with her son by email.
How did she do that? She walked dozens of miles to a family’s home,
and the family helped her email her son. The woman actually never
used the computer at all!

That kind of research takes some hardcore contextual inquiry, and even
though I admire Dr. Bell and her intense fieldwork and comprehen-
sive analyses, I don’t usually work with clients who have the time or
money to spend on that kind of research. When I try to estimate the
expenses myself—the air travel, hotels, per diem, field notebooks—my
mind boggles. Instead, you need faster ways of conducting qualitative
user research that will deliver immediate feedback with testing bud-
gets closer to $500 rather than $500,000.

Even clients with fat budgets should consider performing online
research because it’s not just about saving money; it’s about saving valu-
able time. The tech industry moves at a rapid pace, and innovation is a
moving target. Your window of opportunity to do something unique is
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either closing or shifting. Online user research ensures
that your team’s process will deliver immediate, useful, A poorly executed
and pointed knowledge. experiment is

In the first edition of UX Strategy, this chapter was far worse than a

about conducting user research out in the field. It was  f3iled experiment
important for me to outline the tactics I personally used because nothing

to capture qualitative data within a controlled experi-
ment and structured framework. For this edition, I'm was learned.
going to discuss a similar approach for online user
research I developed at the dawn of the coronavirus pandemic when

field research was impossible because of the lockdown in California.

I realize that doing online user research is not new for practitioners who
cannot easily physically access their customer segment due to distance
and other logistical issues. However, due to the pandemic, online com-
munication and collaboration tools have become ubiquitous. Almost
overnight, Zoom became mainstream for socializing, working, school-
ing, and more. After much trial and error, I have found an effective
combination of the latest tools and platforms that are free or low-cost,
easy to use, and integrate with one another to streamline the process.

The Three Main Phases of Online User Research

Online user research requires a lot of coordination. Your team needs
to think through every step in the process and have a backup plan in
place. Lives might not be at stake, but cost and time must be contained!

Let’s begin with a high-level overview to understand the basic break-
down of each phase as well as the time and expense involved. Then,
I will explain each phase in detail using a USC student project as the
case study.

PLANNING PHASE (ONE TO TWO WEEKS DEPENDING ON TEAM
SIZE AND NUMBER OF PARTICIPANTS)

The planning phase is the most complicated of all three phases because
it involves everything from finalizing your prototype to scheduling
the participants. Everything must be thought through, timed, and
rehearsed. You need to get in, do the thing, and then get out quickly
with a win.
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The planning phase involves:
- Determining the hypotheses
« Preparing the interview questions

« Recruiting participants online

INTERVIEW PHASE (ONE TO TWO DAYS)

The interview phase can be the most exhilarating of all three phases
because you finally get to meet your potential customer virtually face-
to-face. You get to see how they actually react to your business concept.

The interview phase involves:
« Setting up before the interviews
- Conducting the interviews

- Taking succinct notes in the spreadsheet

ANALYSIS PHASE (ONE TO TWO DAYS)

The analysis phase is the least complicated of the three phases but is
still essential. Don’t get sloppy on this phase. You need to extract con-
clusive results from the interview responses to ultimately validate or
invalidate each of your hypotheses. The last step is making rational
decisions on the best way to move forward based on your analysis.

PLANNING PHASE (ONE TO TWO WEEKS)
Ready? Let’s jump into the first phase.

Step 1: Determining the hypotheses

In this first step, you need to establish the hypotheses of the research
study and then define which aspects of the UX and business model
need to be tested. Ask yourself, “What are the most important things
I need to learn to determine if my solution is desirable and viable?”
Think about the assumptions that are embedded into the value propo-
sition. What needs validating with your target customer segment?

We need a framework to ensure our process remains empirical. This is
a structured research experiment, after all! Re-enter the UX Strategy
Toolkit. Inside, you will find the User Research Experiment Design
tool. You will use it to generate the questions that must be answered
during your user interviews.
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To demonstrate how to fill the tool out, I am going to use another USC
graduate student of mine. Meet Nico, an aspiring product manager!
His problem statement is as follows: Los Angeles residents who don’t own
cars have a hard time renting vehicles on an hourly basis for quick trips
and errands. Like Jessica, he has already completed his customer dis-
covery, competitive research, and storyboard. His value proposition is
a platform to rent cars on an hourly basis. He identified the following
key features:

1. Users can pick up any fleet vehicle from an authorized host and

return it to any authorized host, allowing for one-way or round-trip

rentals.

. Users can browse all available vehicles with at least a 100-mile driv-

ing range by proximity and reserve them online within a 30-min-

ute window.

Once his prototype of a car-sharing platform was ready to put in front
of his customer segment to get feedback, he used the tool. You can see

his output in Figure 8-5.

1. Value Proposition: A platform to rent electric vehicles on an hourly
basis

2. Experiment Type: User Research Study with Prototype

3. Start/End date: March 2020

4. Experiment Details: Interviewing five people online
that were recruited with a Craigslist ad and shown the

prototype for feedback

7. Minimum

once a month because they need to run errands.

purpose? How frequently might you
use the service?

5. Hypotheses Below 6. Validation Questions Below Success

Criteria

Hypothesis # 1 (Value Proposition): Can you envision a need for rentinga |80% positive
Customer segment would like to rent a car on an hourly basis at least |car on an hourly basis? For what feedback

Hypothesis # 2 (Business Model):

What do you think the right price

80% positive

than for round trips.

round-trips?

Customer segment will pay at least $15 an hour to rent a car. would be to rent a car by the hour? feedback
Hypothesis # 3 (Key Feature #1): Do you think you would use this 60% positive
Customer segment is more likely to use this service for one-way trips |service more for one-way trips or feedback

Hypothesis # 4 (Key Feature #2):
Customer segment cares about the proximity of the car more than the
car price/type/quality/year.

What is important to you for renting a
car for a one-to-three-hour trip?
Prompts: price, proximity, type of car,
ease-of-use in terms of transaction

60% positive
feedback

FIGURE 8-5

Nico’s filled-out version of the User Research Experiment Design tool

Here is what goes into each of the cells:

1. Value Proposition: Put the latest concise version of your value prop-

osition. Nico used the value proposition he refined during his com-

petitive analysis.
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2. Experiment Type: Put a high-level description of the type of exper-
iment you plan to conduct, such as a user research study or an
online landing page campaign (see Chapter 9). Nico called his
experiment “User Research Study with Prototype.”

3. Start/End Dates of Experiment: Put the actual dates and/or length
of the experiment. Nico ran his experiment over the course of
three days in March 2020.

4. Experiment Details: Put the important details, such as how many
participants will be in the study, the tools you expect to use, and
what proof of concept you plan to exhibit. Nico wrote about how
many people he planned to interview and what tool he would use
for recruiting.

5. Hypotheses: As discussed in Chapter 7, a hypothesis needs to be
unambiguous and measurable. For user research studies that test
business concepts using a prototype, there are typically multi-
ple hypotheses simultaneously tested that relate to the business
model, value proposition, and key features. Think about it in terms
of cause and effect: customers will do X because of Y. Or consider
the likelihood of your assumptions: customers are more likely to X
than Y. The primary thing that Nico wanted to learn was whether
his customer segment would use his service enough for the busi-
ness model to be sustainable. That’s why one of his hypotheses is
“Customer segment will pay at least $15 an hour to rent a car.”

6. Validation Questions: These are questions that require answers in
order to validate or invalidate each hypothesis. The whole purpose
of this tool is to guide you on how best to formulate these questions
o you can incorporate them into your user interviews. For Nico,
each hypothesis led him to generate multiple questions he needed
to ask potential users during his prototype demo.

7. Minimum Success Criteria: The percentage of participants tha
would need to agree with each hypothesis for you and/or your team
to still be excited about the concept. This criteria acts as the break
point of the experiment; it’s the proof that validates or invalidates
your hypotheses. Therefore, the value proposition criteria should
be the highest (i.e., 80%). Nico wanted 80% validation for his value
proposition and business model hypotheses and least 60% valida-
tion for each of his key features.
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Step 2: Preparing the interview questions

The next step is to weave the questions you generated in the User
Experiment Design tool into a cohesive user research interview.
Remember, these are not usability tests. We don’t want to fixate on
just improving the design so users can more easily accomplish tasks.
Instead, your demonstration, which isn’t necessarily even clickable, is
meant to determine if the user even wants to accomplish the tasks with
your product in the first place. You will guide the participant through
the prototype with the goal of getting feedback that is real, raw, and in
your face.

To get that kind of response, you need to really think about your inter-
view questions and in what order you will ask them. Figure 8-6 shows
the general flow of the interview.

) Prototype Hypothesis "
[ Intro H Set-up ]—b[ dermo Hvalidation Closing

FIGURE 8-6
Online user research interview flow

I am now going to walk you through writing an interview script based
on this flow with Nico as our example. You can use the template in the
UX toolkit called “User Research Interviews” when you are ready to
prepare your own interviews. This tool is also where you will capture
the participants’ responses during the interview in Phase 2.

Be aware that interviews can vary in length depending on your budget
and how complicated the prototype is. In Nico’s experiment, the total
time for each interview was 30 minutes.

Intro (one minute)

This is where you share the purpose of the study and tell participants
that you are looking for honest feedback. Ask them to freely say out
loud what is going through their mind to capture additional input
(think-aloud method). If you are recording them, you want to tell them
how the recording will be used. Let them know they will be paid at the
end of the interview, and thank them for their time. Nico’s intro can be
seen in Figure 8-7.
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Hi <name> I'm Nico. | am conducting this study because my team wants
to learn from non car-owners about how they access or rent cars for short
periods of time. You can help us the most by giving us honest feedback
to the questions. Please think out loud as you use the product. | did not
design the prototype so feel free to be critical. The recording of it is just
for note-taking purposes and will never be distributed publicly. We are
assessing the product, not you, so if you don't know the answer to a
question, that's okay. You will be paid at the end of the interview. Thank
you so much for helping us with this study.

FIGURE 8-7
Nico’s introduction from his user research interviews

Setup (three to five minutes)

Setup questions should focus on getting the participant into the right
headspace. You want them contextually oriented when they look at the
prototype. One way to do this is before you even show them the pro-
totype. Start off by asking them about the last time they had the pain
point you unearthed during your customer interviews in Chapter 3.
Ask them to tell you the story, and find out how they solved it. Find out
if they have had any experience using your direct competitor’s solution
or if they are familiar with it. As shown in Figure 8-8, Nico’s setup
questions revolved around participants’ prior experiences accessing
cars for short-term rentals.

SET-UP (3-5 MINS)

Can you tell me how you get access to a car for a short period of time
(couple of hours to a day)?

What are the issues you have encountered when you need to get a car
for a short period of time?

Have you tried any car-sharing services (i.e., Turo), and can you tell me
about the experience?

FIGURE 8-8
Nico’s setup questions from his user research interviews

Prototype demo (20 minutes)

This is the big reveal when you send your participant a link to your
cloud-based prototype. Because you're using a program like Skype,
Zoom, or Google Meet, they’ll share their screen with you once they
open it. This way you’ll be able to observe them as they interact with
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FIGURE 8-9

The first few screens from Nico’s car-sharing prototype “Ourly” (patent pending)

and click on the prototype themselves. As they click, you will walk
them through each screen in your prototype. You can see the first few
screens of Nico’s prototype in Figure 8-9.

When you show the first screen to a participant, you want to give them
a task so that they have an initial goal in mind—i.e., “I would like you
to reserve a car” or “I would like you to book a wedding package.” You
need to keep this scenario generic so you have the opportunity to ask
specific questions about their preferences and needs as they work their
way through the prototype.

To capture those specifics, you need to write questions that correlate to
each screen in the demo. Some screens may have no questions because
they have no significant content or functionality, like a splash screen.
But in general, you should be able to ideate at least one question per
screen to make sure the participant understands what they are seeing.
For example, a good question to ask when first showing a screen might
be “What do you think you can do on this screen?” And yes, while this
is a usability type of question, it keeps them focused on their personal
user journey. Questions like this can also bring up useful insights
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that help you identify parts of the design that confuse the participant.

Because you have a real potential customer in front of you, you don’t

want to miss out on anything because of an imperfect prototype.

Here are some general dos and don’ts:

Do create interview questions that encourage participants to think
through your solution.

Do ask them to think out loud.

Do start off with more open-ended questions, and give only enough
hints and prompts to validate or invalidate the hypotheses.

Do use prompts to get the user to share their thought process with
you. Find out how, if, and why your solution would work or not
work for them through your inquiries. Give them options of famil-
iar mental models that will give the prototype context.

Do shut up and listen (i.e., talk as little as necessary).

Don't ask leading questions. Don't tell participants what to think or
spin their initial feedback so it validates your hypothesis.

Don’t put participants on the spot by forcing them to brainstorm
features for your product.

Don’t be tempted to justify or explain your solution.

Don't display strong emotions, and keep your nonvisual reactions
in check.

Don't ask questions that test their intelligence—i.e., “What do you
think the little blue cars on the map represent?” Often the differ-
ence between a good and bad question is just in the framing. A bet-
ter way to ask that question is “What do you notice on this screen?»”
Then see if they point out the cars. You might also have to contex-
tualize the screen for the users before asking them any questions:
“Now you have just pulled into a host’s driveway.”

Figure 8-10 shows Nico’s questions for his first few screens. The ques-
tion on Screen 2 has been structured in a way so that it is not lead-

ing, and it also allows for quantitative measurement. The last question

on Screen 3 is about pricing. It’s hotly contested if you should ask a
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customer what they would pay for a product. Customers may lowball
you or have no idea. That said, getting a sense of what customers expect
to pay may be helpful for informing marketing and pricing strategies.

Screen 1 - Home/Search

| would like you to reserve a car for a couple of hours. Look at this first
screen; tell me how you would go about selecting a car.

What types of things might you do with a short-term rental?

Screen 2 - Search Results

Looking at the filters, can you rank them in order of importance to you?
(key feature #2 validation)

Screen 3 - Item Detail

Is there any information missing from this screen that you would want to
know before renting this car?

Do you think that the price per hour is high or low for renting a car?
(business model validation)

FIGURE 8-10
Nico’s interview questions for his first few screens

Hypotheses validation (three to five minutes)

Ask any validation questions from your User Research Experiment
Design tool that have not yet been asked or were not explicitly answered.
Sometimes it is best to ask a validation question while the participant is
first seeing the most relevant screen, but other times a validation ques-
tion should be asked after they have seen the entire prototype so they
understand the overall concept. Nico was able to ask about the business
model and key features over the course of his interview. But he still
needed to ask a few direct questions to help determine if there was a
feasible business model.

Figure 8-11 shows the questions Nico asked to help understand how his
potential customer might use the service.
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HYPOTHESES VALIDATION (3-5 MINS)

Can you envision a need for renting a car on an hourly basis?
(value proposition validation)

How frequently might you use this service? (value proposition validation)

Do you think you would use this service more for one-way trips or
round-trips? (key feature #1 validation)

FIGURE 8-11
Nico’s hypotheses validation questions

Closing (two minutes)

At the conclusion of the interview, be sure to thank the participants by
name. Tell them how much you value their honest feedback. Ask if they
might be open for you to follow up with them in the future when you
are further along with the product. Then pay them while they are on
the call or immediately after.

Rehearse and run a pilot test

Now it’s time to rehearse the entire interview online. This will help you
see if your prototype and questions flow together. You can ask a col-
league or friend to play the participant. But it’s advantageous to recruit
and interview a real participant so that you can evaluate your entire
process. Perhaps you will find that the recruiting advertisement needs
to be fine-tuned. Perhaps the screener questions didn’t weed out some-
body lying to get into your study. Perhaps you hit a wall mid-prototype,
or your participant got confused by a question. By running a pilot study
with one participant, you can uncover these hiccups before running
a larger study for validating your hypotheses. Remember that a con-
trolled experiment requires consistency across the participants, so you
should separate this pilot participant’s responses from your other par-
ticipants when validating your hypotheses.

Plan for technology challenges

Be sure to do a run-through of your technology. Make sure you address
all the possible things that could go wrong during the interviews. This
includes:

. Bad internet connection

« Bad audio or video quality due to low-quality cameras
or microphones
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« Screen sharing not working

- Screen recording not saving

- Prototype not working flawlessly

« Participant not having previously downloaded the video software
- Lighting, camera angle, or background not looking professional

Come up with a backup plan in case any of your technology fails during
the course of the interviews. At the very worst, you can always call the
participant on the phone and still carry on with the interview. Even if
your computer doesn’t crash, you might still need to adjust your plans.
For example, Nico said during his recruiting process that participants
needed to have a working computer. Yet, some still joined the call from
their phones where they couldn’t share screens. After a few partici-
pants did this, he reached out with a reminder to participants before-
hand that they needed to call in from their computer.

Step 3: Recruiting participants online

If you want to try many design iterations in a short span of time, it
might be better to use fewer (i.e., five) participants. This way if you find
that none of the participants validates any of your hypotheses, it’s more
cost-effective and easier to pivot. If there is a lot of variance in your cus-
tomer segment, you may want to consider starting with a larger sample
size. As you home in on what your target customers are responding to
positively, you should increase the sample size.

To properly recruit, you must have already validated your customer seg-
ment because you want to interview people who represent that group.
(See Chapter 3.) It’s critical that you know who they are because that
will inform how you recruit, where you recruit, how you screen candi-
dates, and when you set up interviews. For example, if you are recruit-
ing school teachers, you might recruit them from a teachers’ group on
Facebook and schedule the interviews in the evenings or on weekends.
Where you advertise for participants also depends on the type of people
you need and your budget. If you end up recruiting people outside of
your target customer segment, then you could end up with an invali-
dated experiment, and you’ll need to start over.
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Participant compensation

Because they are helping you at this point during your strategic
endeavor, I recommend always compensating participants. What you
decide to pay depends on whom you are targeting and how much they
value their spare time. For instance, if you need to speak with doctors,
you might have to pay a lot more than you might to other customer seg-
ments. Make your payment valuable enough to your participant that
it’s worthwhile for them to join the experiment but low enough to keep
you within budget. Depending on the segment, think about what type
of payment method would make them most comfortable—i.e., some
people prefer not to get an Amazon gift card if they hate on Amazon.
Because Nico was interviewing millennials, he decided to compensate
participants through Venmo. Prior to interviewing, he confirmed this
was the plan and collected their usernames. Then after the interview,
he would send them $15 just before ending the call. By being proactive,
he was able to keep the focus on the research study.

Advertise and screen for participants

There are many avenues to recruit participants if your company can’t
afford to hire a dedicated recruiting service. Here is a list of mostly free
platforms that can be used for advertising:

Craigslist
There are free categories for posting ads, but if you want a lot of
responses in a short time, it is worth it to post a paid ad to the
“gigs” section.

Facebook
You can run a highly targeted ad campaign for $10 or post to rele-
vant groups.

Reddit
Look for relevant active communities in which to post. For exam-
ple, Nico could have recruited from the “r/Turo” community
because the primary topic of conversation in the subreddit was the
car-sharing service Turo.

LinkedIn
Post to your LinkedIn newsfeed. Post to a relevant LinkedIn group.
Or message people directly by adding a note to your connection
request. This is particularly useful for finding industry profession-
als, especially ones who work in technology-related fields.
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Twitter
Use relevant hashtags for casting a wide net. You can also “@”
individual profiles hoping they’ll retweet your ad to a specific
group of followers.

WeChat
Post in groups and share on Moments. Ask friends to repost on
their Moments to reach people outside your own social group.

Discord
Post/message in the relevant channels within public communities
(“servers”). This platform is especially great for reaching young
adults into gaming, pop culture, and more.

Referrals from professional contacts or friends of friends who fit your
customer segment can also be helpful. Just be aware that there is an
implicit bias when you recruit from family and friends. For B2B soft-
ware, you can sometimes get participants through your client or cap-
ture leads on the client’s website using a form.

Nico ended up recruiting participants using the gigs section of
Craigslist. It cost him $10 to post the ad, but he got so many responses
from potential participants, he didn’t even have to call them all to fill
his interview slots.

Write your advertisement
When advertising for participants, keep the advertisement simple.
Following is a basic template for you to build from:

Title
Paid online research study for <customer segment demographic or
psychographic>. <Paid amount> for <number> minutes.

Body
We are developing a <product type> that allows <high-level idea
of the solution>. We are looking for <customer segment require-
ment> to interview online about the product and get your honest
feedback. You must be <any major deal-breaker requirements that
match the demographics of your validated persona>. The inter-
views will be conducted on <date(s)> between <time period>.
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The <number>-minute interview will be conducted by videoconfer-
ence using <platform (i.e., Zoom, Google Meet, or enterprise plat-
form of choice)>. Your computer must have a webcam and a decent
internet connection. Participants will receive <paid amount> via
<payment method (i.e., PayPal, Venmo, Amazon gift card, etc.)>
for compensation upon completion of the interview.

Last line version 1
If you are interested, please reply with your phone number and a
good time to reach you to discuss this opportunity further.

Last line version 2
If you are interested, please click the link to fill out the screening
survey <link here>.

This template should be modified based on the requirements of your
study, as is evidenced by the advertisement that Nico used (Figure 8-12).

The tricky part of the advertisement is that you need to give enough
information but not so many specifics that anyone can get into your
study by lying to match what was listed in the ad. If even one partic-
ipant in your sample set doesn’t match your customer segment, then
your experiment is no longer controlled—your variables are off. This is
why recruiting companies charge a lot of money. They are being paid to
screen out the wrong people and screen in the right ones.

As discussed in Chapter 3, screener questions are a useful way to qual-
ify potential participants for a study. A good technique is to ask a deal-
breaker question that only the correct customer segment could answer
quickly and without having to search the internet. Think of recruiting
as if you were a detective trying to discern if somebody genuinely fits
in your customer segment.

For Airbnb for Weddings, we wanted to find spouses-to-be. When peo-
ple responded to the advertisement that said we were looking for cou-
ples who were getting married, we asked them what wedding venues
they had recently considered. If they could not name at least two in the
first 30 seconds, we thanked them for their time and concluded the call.
If we had just emailed them that screener question, they could have
simply googled the answer.
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Looking for people to give feedback on a new carsharing app (PAID)

Hi! I work for a startup that is developing a mobile app that allows individuals to rent cars on an
hourly basis. I am looking to interview Los Angeles residents ONLINE about the product to get oa

your honest feedback and test a prototype. You must have a valid driver's license.
+

The interview will take about 30 minutes and will be conducted over video conference (using 7
Zoom which is free to download), so we can all stay safe at home. However, you will need to have "% %
a webcam on a computer and a decent Internet connection. The interview will take place on

Saturday, March 28th during the day and we can book the exact time after we talk. Participants

will receive $15 via Venmo for compensation. If you are interested, please reply with your phone

number and a good time to reach you to further discuss this opportunity.

FIGURE 8-12

Nico’s Craigslist advertisement for recruiting participants

Nico called people as the replies came in from Craigslist—they left
their phone number and a good time to call. He screened them by ask-
ing two deal-breaker questions: “When was the last time you rented a
car?” and “How long do you usually rent a car for?” He didn’t want to
give away that he was looking for people who had done short-term rent-
als of ideally one to two days. At the end of that call, he said he’d email
people if they were selected.

You can also use a survey platform (i.e., Google Forms, Alchemer,
Typeform, SurveyMonkey, or UserInterviews.com) to prescreen poten-
tial participants, confirm their availability, and ensure they have the
technology required for the call. Some platforms even have timed ques-
tions that you can use to ask deal-breaker questions, but this will not
prevent cash-strapped people from using a second email address to
respond to the survey if they really want to be in the study. That is
why you should still call the participants to ask them at least one deal-
breaker screener question. You just don’t want to waste your time and
money interviewing the wrong person.

Rating your potential participants

When a person responds to the ad, you should capture their name, con-
tact information, and answers to any screener questions in the “Study
Recruitment” tab of the UX Strategy Toolkit to keep all of the appli-
cants organized. You can see a partial example of Nico’s filled-out ver-
sion in Figure 8-13. (The names and contact information in the figure
have been changed.)

8. CONDUCTING ONLINE USER RESEARCH 215



=
)
c
)
4]
u]
M )
wn =
T o O
©5%
w o =
x -5 o
5 £ o
T o
uy
9 52
L O ©
sanau 1 fepuns fep Iry|  wooEugoyphuBygep|  £9SE-G98-929 huey yeiogeg|
10BIU0T 03 PRRU|  WJB-WJOESL ABpung|  woonewbpigearsls|  J/Gr-RIE-BLE gy
asuodse Bunreme fepunes fep iy woopewbS@ogeyed|  £ZEZ-7ER-EZE yug med
asuodsal Bueme Aepunieg Wy0L|  WODIBWIGEZEEPEWE]|  BERL-6.0-0LE Jouwing paeLiag
asuodsai Buyeme Aepumes fep 1y woo pwlgpgeiuwny | £525-698-rer uBpJIDY Wiy
3PN SEM Sipan JBWwns 158 z dryjoeg fepunies fep Iv| woo ewb@osISUlLSWS|  |1EEE-905-508 Yuws 3 wen
Buid) sem sy e papunog SyeEM E-F oBe syuow g z drojoeq pepinoid 10N woorewbgfesysd)  Speg-00E-020 fan2us 21ad
shep g ofie syuow g 2 dnyoeq fepung fep |y WoD"DOUBABOIMNY | 9//2-9b.-BL8 uleqo uny
shep 01 ofe syuow ¢ 2 dmyjoeq Aepung fep Iy| w09 '00UBABLEIBIBIED | LEES-LIT-ELE uog 97 9eD)
PUZYEaM B 0} Jnoy | pusaam 58| € Wd D pauLyuoy fepmes Wd)|  woa 9615L40W | pPB. B5L 199 sHIoN ._l.an
SInoyY p-g Ujuow 158 € Wd OFZ, pauLyuoy fepures fep iy WO EWIOYDY. MASD | ESPE-LIE-FEF ayrnupoom yesogeq|
du) fep HaaMm 158 £ Wd 0024 PBULUOD| WL L JBWR B Ay woo'oouRAgY e1ed|  0SE/-99E-ELZ HOOH 13194

SOJON [euoRippy

shepg

£40} JeD B Jual
Ajjensn nok
op Buo| moH

21e2 e pajuad
nof swpy se|
alY} sem uaym

{ou =| ‘sqiew=g
‘sak=g) Aprus ey
Jo4 ayepdosdde ase Sy
#uo peseq g-} Bupey

WV 056

peusyuog

Aepumeg fep 1|

Aunqejeay

oo jewgsipnol

SseJppy lew3

989} -6r6-0LE

Jsquiny
auoyd

TJOOL LNJWLINHD3IH AANLS HOHYVIS3H H3sN

216 ‘ UX STRATEGY



During the callbacks, fill out the remaining screener questions. Also
update the status (need to call, awaiting response, confirmed, backup,
or rejected). Most importantly, give them a rating of 1 (no), 2 (maybe),
or 3 (ves) in terms of how appropriate they are to be in the study.

After all of the callbacks, reorder the list of participants based on the rat-
ings so that the most preferred people are at the top. Hopefully you will
have at least 5-10 applicants who qualified as a “3.” If not, you should
consider running another ad on a different platform and/or running
a paid ad. Nico gave higher ratings to people who had shorter average
rental periods and were available during his selected date and time.

Scheduling the interviews

Now it’s time to contact these people to schedule the interview, which
you can do manually or by using a scheduling tool (i.e., Calendly,
Acuity, or Doodle). You should book the interviews over 1-2 days.
Schedule at least 30 minutes of buffer time between participants in
case an interview goes longer than planned or a participant shows up
late. You can also consider booking more participants than you need
in case people cancel or don't show up for their scheduled time slot.
Nico scheduled participants for 30-minute blocks with buffers between
them. This gave him time to process what he just heard and reset for
the next interview. When he screened participants over the phone, he
also asked for their availability. He then emailed selected participants
their assigned time slot based on that availability.

Regardless of how you confirm and schedule your participants, you
should email out instructions and more detailed information before
the interviews so they are technically prepared.

This email could include the following instructions:

1. Download the online videoconferencing tool (i.e., Zoom, Google
Meet, or whatever your platform of choice is) along with the down-
load link.

2. Test your webcam and microphone to ensure they are working
with the software.

3. Make sure your computer is in a quiet place with a good internet
connection for the interview.
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4. Be prepared to share your screen while you view a prototype.

5. The interview will be recorded (the recordings are just for note-tak-
ing purposes and will never be distributed publicly).

Once you have all of your participants confirmed, add their name and
contact information to the columns to the right of the questions on the
“User Research Interviews” template.

In many countries, you will need to get permission in writing either via
a consent form or a checkbox in an online survey. Check with the legal
department at your company before conducting the interviews.

Now, you are ready for interviews!

INTERVIEW PHASE (ONE TO TWO DAYS)

It’s showtime. Everything needs to run like clockwork, like the chore-
ography of a ballet. All the technology needs to work. The video confer-
encing software must run smoothly for the participants. The prototype
demo and questions need to be in sync. The schedule must allow for
possible late birds or no-shows. The show must go on.

Technical setup before the interviews

Close all chats and applications that you don’t need, turn off notifica-
tions, and hide anything personal or that could be deemed offensive if
taken out of context. Open up the videoconferencing software. Retest
your camera and mic to make sure the angle, lighting, and levels are
still good. Double-check your background and make sure there is noth-
ing distracting or unprofessional in view. Obviously, if you have chil-
dren or other people in your space, make sure they know not to inter-
rupt you. Open the prototype in a web browser in case the participant
has issues accessing or controlling the prototype themselves. Open the
“User Research Interviews” spreadsheet so that you are ready to start
taking notes. See Figure 8-14 for a standard configuration of a com-
puter desktop for online user interviews.
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FIGURE 8-14
Nico’s desktop configuration during his user interviews

Conducting the interviews

Conducting a good interview to gain worthwhile insights is an art
form to be mastered with practice. To learn more, check out a book
called Interviewing Users by Steve Portigal.” It is an outstanding primer
focused specifically on interviewing techniques for conducting user
research out in the wild. If you are shy or new to talking to customers,
practice with team members and friends beforehand.

Here are my basic guidelines for conducting online user research
interviews:

« Always greet people with a warm smile, and immediately thank
them for helping you with the research study.

- Do not begin interviews with small talk. Be professional. You can
build a rapport simply by being engaged while they are talking.

« Read them the scripted intro, but make it sound conversational.
Then, launch into your setup questions. Keep an eye on the clock
to make sure you save enough time for the prototype demo.

* Steve Portigal, Interviewing Users (New York: Rosenfeld Media, 2013).
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After the setup questions, send them the link to the prototype and
ask them to share their screen.

Stick to the script, but ask additional follow-up questions if needed.

It’s okay to have moments of silence during the interview. You
don’t want to accidentally say something leading. Instead provide
some neutral prompts such as “What do you think?” Or, “What
would you expect?”

Capture any particularly strong opinions or ideas as you hear them.

If a participant seems distracted during their interview (i.e., surf-
ing the web, looking at their phone), politely ask if there’s a better
time to conduct the interview.

At the end, thank participants for their time, and tell them how
helpful their insights were. Ask them if it’s okay to contact them
again for future studies. End on time unless the participant contin-
ues to offer useful insights once you have thanked them for help-
ing you with the study.

It’s okay to make slight changes to questions (i.e., rephrasing)
and the prototype (i.e., correcting a distracting spelling error) in
between the interview sessions, especially if multiple people get
stuck or fixated on the exact same thing. However, you don’t want
to change the prototype demonstration or questions too much until
you finish interviewing this group of participants. Otherwise, it’s
no longer a controlled experiment, so the results won't be com-
parable across participants, and you won’t be able to confidently
quantify the results.

Recording
In the first edition of this book, I recommended avoiding recording

devices during in-person interviews because it makes participants feel

anxious. However, the beauty of online interviewing is that recording
does not feel as intrusive, and it more easily captures the participant’s

facial expressions and usage of the prototype. It may relieve pressure

on the participant if you let them know that the recordings will only be
used for reference and not publicly distributed.
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Be sure to ask permission before you do this if you haven't already. In
many countries, you will need to get permission in writing either via a
consent form or a checkbox in an online survey. If your company has a
legal department, check with them. Otherwise you can find templates
for consent forms online.

The recording has lots of uses after the interview. You can pull direct
quotes from it and fill in any notes you missed during the live sessions.
You can also make a highlight reel to share with your team and stake-
holder so they have visual evidence from the study. If your videocon-
ference platform doesn’t have a built-in screen recording, then use a
third-party tool.

Note-taking

The reason you are using the spreadsheet for note-taking is so that
the information is organized for the analysis phase, like in Chapter 5.
Live note-taking is important because reviewing hours of recordings
or audio transcripts can take a lot of time. If you are not recording, live
note-taking will be even more crucial. Also, if you use third-party soft-
ware such as Otter or Rev to transcribe your audio, you will have to pay
additional subscription fees of approximately $1-$2 a minute. You can
see how quickly that might add up. Remember that our goal is to get
in, get answers concerning our prototype, and get out while spending
as little time and money as possible. You can consider having a second
person on the call to take notes so you can stay engaged with the par-
ticipant, but there is a risk that the participant may feel even more ner-
vous and paranoid with a second person on the call watching.

Don’t worry about spelling. You can go back and fix it later. Try to dis-
till participants’ responses into short sentences that encapsulate the
essence of what they are saying. Focus on the answers to script ques-
tions and any strong verbal or physical reactions the participants have
while looking at the screens. Be sure to add any additional thoughts
and insights once the call is done while the interview is still fresh in
your mind. In Figure 8-15, you can see how Nico efficiently captures
these high-level notes.
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ANALYSIS PHASE (ONE TO TWO DAYS)

The analysis phase involves synthesizing all of the feedback from the
interviews to determine your team’s next action. Did the user research
validate or invalidate your hypotheses? Was the experiment a failure
because the execution was sloppy? Did you discover that the business
model may not work? Your goal is to use the analysis as a decision point
to pivot in a different direction or double down on further experimen-
tation efforts that actualize the value proposition.

During or after the interviews, you can also color-code the spreadsheet
to help make the analysis quicker, just as in Chapter 5 when you ana-
lyzed the competition. For example, a hypothesis-related answer could
be color-coded red if it was invalidated or green if it was validated.
Quick fixes to the prototype could be color-coded orange. A very poi-
gnant insight could be color-coded yellow. Feel free to develop your own
system, or have fun experimenting with computer-assisted qualitative
data analysis software such as Quirkos.

After each interview, fill out the analysis section!

At the bottom of the template is the Analysis Section, as shown in
Figure 8-16. This is where you track whether the participants validated
or invalidated each of your hypotheses. The most important thing to
remember is to fill out the Analysis Section immediately after each
interview while the responses are fresh in your mind. If you wait until
all of the interviews have been conducted, then your summary might
be biased toward positive validation.

ANALYSIS SECTION Validation summa

Did the partipant validate key feature 17 (yes or no) no yes yes

Did the partipant validate key feature 2? (yes or no) yes no yes

Did the partipant validate the value proposition? (yes or no) yes yes ves

Did the partipant validate the business model? (yes or no) yes yes ves
FIGURE 8-16

Analysis section for summarizing your hypothesis validation results

Look at all of the responses that relate to each hypothesis, and summa-
rize your analysis with a binary yes or no. This should be easy if you
asked pointed questions about each hypothesis during your interview.
If you have any “maybes,” then you should consider redoing your study
with more decisive questions or further probing.
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The ultimate purpose of this binary process is to turn qualitative
responses into quantitative and measurable results. Look across each
row and add up the number of participants that validated a particular
hypothesis. Then divide the sum by your total number of participants
and convert the number into a percentage. Compare the percentage
to the predetermined criteria from your User Research Experiment
Design tool. For example, let’s say only two out of five of your partic-
ipants said that they would pay for your solution, which equals 40%
validation of your proposed business model. If your minimum success
criteria was 80% validation, then sadly you would not have validated
your business model.

Presenting your findings

When you present your research findings to stakeholders, it is best to
be brief while tying everything back to the data you just collected. You
can start by explaining the goal of the research project—the hypoth-
eses you tested. Next talk about how you executed the study: where,
when, and the number of participants. Include any visuals that might
help provide context, such as photographs taken or video highlight
reels. You can also include quotes or additional findings. What is crit-
ical is that you present the key findings, including percentages and
ratios where appropriate. These findings should support your action-
able recommendations and next steps.

As you can see in Figure 8-17, Nico met his success criteria, getting
over 80% approval of his value proposition and business model. He also
found that some participants preferred a membership model. Based on
his findings, Nico pivoted away from the round-trip concept, focusing
instead on optimizing the usage of available fully charged electric vehi-
cles. He also included a membership option for frequent users.
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FIGURE 8-17

Slide summarizing the results of Nico’s user research study
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Listen to the signal
Now we have unambiguous results from the user research experiment.

But this experiment involved a small number of participants. You

should repeat your experiment with increasingly larger sample sizes
until you have a signal that is strong enough to convince yourself, your

stakeholders, and/or potential investors.

Once you are confident in the significance of your results, it is time to

make some major decisions. One of these things could have happened:

226

You invalidated your value proposition, but you believe you tar-
geted the right customer segment. They simply did not want or
need your solution. If you asked the right questions, you should
know why. Are there any aspects to your value proposition that they
responded favorably to that you can spin in a new direction? If so,
go back to Chapter 6 and come up with more innovative ideas. Or
do you fear that the problem you are solving is just not bad enough
for people to need your solution? If so, it may be time to recon-
sider moving forward with this business concept. Or do you want
to invest more time and money into this idea before throwing in
the towel? Then go on to Chapter 9 and try testing the value prop-
osition with a different type of experiment.

You invalidated your value proposition, but you now believe you tar-
geted the wrong customer segment. Go back to Chapter 3 (customer
discovery) and try to find the right customer segment and rerun this
experiment again. Just hold off on showing your prototype while
redoing the customer discovery until you truly understand who your
customer is and what job they are trying to get done.

You validated your value proposition but not your business model.
Look at the interview responses regarding the business model and
consider if there are other models worth exploring. You can also
look back at your competitors to see if any of their business models
could work for your value proposition. You can then update your
prototype and do another round of user research interviews. Or
you can test the current value proposition against variations of the
business model in Chapter 9.

You validated your value proposition and your business model but
not all of your key features. Look at the interview responses regard-
ing the unloved key feature and consider how it can be amended. You
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can update your prototype and do another round of user research
interviews. Or you can test the current value proposition and busi-
ness model with variations of the key features in Chapter 9.

If you fell into any of these categories and you have a client or stake-
holder who does not believe in your research results and wants to build
the product regardless, you face an existential challenge wherein you
are trying to balance your principles and your pocketbook. Only you
can answer this one.

The best case scenario is that you heard nothing but positive feedback.
Mazel tov! Either run your experiment again with a larger sample size
to collect even stronger evidence or move on to Chapter 9 to test your
business concept with a new type of experiment.

Validating all your hypotheses is a rare feat, especially with truly inno-
vative ideas. So I will close this chapter with an apropos quote by the
famous systems thinker and author Donella H. Meadows.” She said:

Instead of becoming a champion for one possible explanation or
hypothesis or model, collect as many as possible. Consider all of them
to be plausible until you find some evidence that causes you to rule
one out. That way you will be emotionally able to see the evidence
that rules out an assumption that may become entangled with your
own identity.

Recap

Strategy needs to be based in reality. You can conduct online user
research studies that are low-budget and fast and provide immediate
evidence for stakeholders who need to make important product strat-
egy decisions. Conducting the research can feel intimidating at first,
but the more you do it, the less intimidating it becomes. By running a
research study as a structured experiment, you will have a framework
for separating the relevant from the irrelevant, keeping you focused
on collecting insights for hypothesis validation. Your entire team and
stakeholders will be better off learning directly from the target cus-
tomer if your solution is desirable and viable sooner rather than later.

* Donella H. Meadows, Thinking in Systems: A Primer (Vermont: Chelsea Green Publishing,
2008).

8. CONDUCTING ONLINE USER RESEARCH 227






[9]

Designing for Conversion

Most of my advances were by mistake. You uncover what is when you
get rid of what isn’t.”
—R. BUCKMINSTER FULLER

YOU MUST CONSTANTLY TWEAK YOUR STRATEGY TO INCREASE SUCCESS-
ful outcomes for customer acquisition and retention. Getting things
wrong is imperative to the process. You need to strategize and design
efficient funnels that do everything from make people aware of your
value proposition to convert them into engaged customers. This pro-
cess of testing and tweaking is known as designing for conversion. And it
ties together all of the tenets, as depicted in Figure 9-1.

In the previous chapter, the focus was on gathering qualitative feed-
back from a small set of target users. In this chapter, I'll demonstrate
how to use landing pages and online advertising analytics to gather
quantitative data from a much larger set of target users to test business
ideas and validate marketing channels.

o

“Conversations with Buckminster Fuller,” The Werner Erhard Foundation, https://oreil.
ly/7Y40_.
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BUSINESS STRATEGY VALUE INNOVATION

FRICTIONLESS UX

FIGURE 9-1
The four tenets of UX strategy

Dear Diary,

Friday September 23, 1983

Today was not a positive experience. I had to walk all the way home
from school again. Everybody at my high school has a car except
me. They are all snobby rich kids. And that idiot in History won'’t
stop humming “Michelle” when I walk into class. Why were my
parents so lame to name me after a famous Beatles song?? It’s like
every girl in the world born in 1966 has that name.

Wednesday October 5, 1983

Okay. Today didn’t suck like usual. After school Stacy and I drove
around in her new black VW Rabbit with the top down blasting
music. She totally got me into The Cure and Joy Division. I didn’t
have time to study for my Spanish test tonight. Whatever.

I've been thinking. My life would be perfect if I just had a boy-
friend, a job, and a cool car. I wish I could get a VW like Stacy’s. I'm
going to ask my dad if he will help me get one.

Sunday November 20, 1983
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You are not going to believe this!! My dad lent me the money to get
a super cute used convertible Karmann Ghia. I just have to get a
part-time job because he’s making ME PAY FOR MY OWN GAS
AND CAR INSURANCE! But at least I'll have a cool car to drive to
school on Monday! I hope Eric sees me.
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FIGURE 9-2

Michelle Levy posing
with her VW Karmann
Ghia convertible

Saturday December 17, 1983
Well, good mood time is here. I think I have a new boyfriend.
Who, you ask? Oh just Eric S, the cutest guy at Taft. I also made it
through my first day at Pups and Pets. For every puppy I sell, I get

car movie Christine.

Monday March 12, 1984
This has got to be the worst week of my entire life. Eric and I were
hanging out at his house. I thought everything was fine, but then
out of nowhere he said that he wanted to break up. I was so upset
that I just ran out crying. I was driving down Ventura Boulevard
totally freaked out and accidentally smashed into some rich lady’s

THEN, I called Pups and Pets and told Mr. Rossi I couldn’t come
in because I didn’t have a car, and he fired me!!! I hate Mr. Rossi. [
hate Eric. I hate everything. My poor car. My whole life is ruined!!!
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Wednesday July 6, 1984

Yesterday was crazy. I went out to dinner with my mom and her
new boyfriend in Encino. There was this kinda cute guy who kept
looking at me. And then as we were walking out, he came up to
me and asked if I felt like hanging out. His name is Andy, and
he ended up coming with me to Stacy’s house. He goes to San
Francisco State University. I didn’t even know there was a state
college up there. So I decided I'm going to go there too! My dad
says he’ll pay for the dorms since I won’t need rip-off car insurance
anymore.

Sunday, September 4, 1984

Oh my god. What a day. My dad dropped me off at my new dorm.
When he drove away, I almost cried. But then Andy showed up.
He took me on a train (<-my first timel) to this famous part of
town called the Haight-Ashbury. I feel like I can become a differ-
ent person in this city. When we got back to the dorms, he told me
he wanted to introduce me to some of his friends. On the way up
in the elevator, I told him to tell them that my name was Jaime
and not Michelle. I always loved that character Jaime Sommers in
The Bionic Woman. When the door opened, he introduced me to
this girl Mindy. She seems pretty cool and is also into goth music.
Anyway, I'm Jaime now.

Lessons Learned

It turned out that a boyfriend, a job, and a cool car did not make
my life perfect. | had thought | had all my ducks lined up in a row,
but now | realize they weren’t my ducks.

Our names have the power to shape our identity. The name
Michelle never felt right to me. It wasn’t just rebranding. Adopting
the name Jaime allowed me to reinvent myself.

Often, to move forward in life you have to push yourself into
unfamiliar territory. Don’t be afraid to experiment with living in
different cities and countries. Adaptability expands your capacity
to handle change.
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Funnel Business

A funnel is a cone-shaped utensil with a tube at the apex for conduct-
ing liquid or another substance through a small opening. When I put
oil into my car’s engine, I use a funnel to increase the success rate that
oil will make it directly to where it’s supposed to go. The funnel is the
mechanism I use to avoid waste.

In the world of UX strategy, waste happens when potential users aren’t
funneled into the engine of a product. Somewhere along the way, they
did not sign up, activate their accounts, initiate a transaction, complete
a transaction, or something else. In other terms, they did not experi-
ence the value proposition fully and might have clicked away without
satisfying their needs. The design of the digital product funnel didn’t
convert them into engaged customers.

Funnels have been used as metaphors for customer engagement since
the ad agency executive Elias St. Elmo Lewis first used the term market-
ing funnel in 1898." He broke down the customer journey through the
funnel into distinct cognitive stages: awareness, interest, desire, and
action. This funnel is commonly known today by the acronym AIDA.
This staged process is summarized here and in Figure 9-3:

Awareness
When the potential customer becomes aware of the existence of
a product. Something grabs their attention, and that sucks them
into the top of the marketing funnel. For example, they see an ad.

Interest
When the potential customer learns about the product’s benefits
and how it might address a need in their life; that draws them
in further. For example, they click on the ad because they read
the details.

Desire
When the potential customer goes from liking the product to want-
ing it, and that draws them deeper into the funnel. For example,
they consume, interact with, or scroll through all of the informa-
tion on the landing page.

© “AIDA (marketing),” Wikipedia, https://oreil.ly/B75SN.
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Action
When the potential customer takes action toward purchasing the
product, bringing them to the bottom of the marketing funnel. For
example, they demonstrate their desire for the product by clicking
on the landing page’s call to action (CTA).

FIGURE 9-3
\ Awareness Stages of the AIDA
marketing funnel
\ Interest /
Desire
Action

The marketing funnel can also be referred to as the customer funnel,
sales funnel, purchase funnel, or conversion funnel. There are also many
variations of the funnel augmented with stages that go beyond cus-
tomer acquisition, such as the AARRR model” discussed in the first
edition of this book. In this chapter, we are going to focus on the basic
AIDA framework and how it is relevant to designing for conversion for
building awareness.

Conversion in marketing is quite simply the process of getting a poten-
tial customer to complete a desired goal. This could be ordering a prod-
uct after watching a commercial on TV or downloading an app after
seeing an ad on YouTube. Users typically don’t buy a product or down-
load an app they know nothing about. Someone or something, other-
wise known as a touchpoint, hooked them into a marketing funnel.

Back in the day of traditional marketing, the touchpoints were things
like print or TV or radio campaigns. Or worse, salespeople doing cold
calls during dinnertime or sending direct mail, aka “junk mail,” to
homes. These forms of marketing were challenging because they were
slow, expensive, and lacked a way to measure engagement.

* Dave McClure, “Startup Metrics for Pirates,” August 8, 2007, https://oreil ly/nRfZj.
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Now there are new forms of digital marketing that are easily accessible
to product makers. In 24 hours with a $5 online ad campaign, you can
learn more about your target customer segment’s reaction to your value
proposition than you could with a week-long $5,000 print campaign in
a newspaper. You can also quickly iterate and split-test your marketing
campaign and product experience to improve conversion and acceler-
ate growth. This is why there are numerous growth terms and related
models that use data to predict and control online customer behavior.

Growth Hacking, Growth Design, and the
Hook Model

Growth hacking is a term coined in 2010” by Sean Ellis, an entrepreneur
and the author of Hacking Growth.” The concept behind the term is
for cross-functional product teams to experiment with clever, cost-effi-
cient ways to increase customer growth. Facebook, Twitter, LinkedIn,
Airbnb, and Dropbox are companies that have all used growth hacking
techniques to become successful. These teams that employ these tech-
niques are now commonly called growth teams.

Growth teams are masters of analytics tools, traffic generation, and
product optimization. They have a deep understanding of the innards
of search-engine optimization (SEO), ad platforms, and social media
tools. What they do is called hacking because they are ruthlessly focused
on growing the business in unconventional ways. They push the limits
of traditional marketing using techniques such as A/B tests, landing
pages, viral factors, email deliverability, and social media integration.
A primary goal of growth hacking is to tie viral and paid ad campaigns
to user engagement metrics so that you can identify the most valuable
marketing channels. Growth hacking entails continuous tinkering
with the product’s marketing and user experience so that it is fully opti-
mized for acquiring new users and getting them more deeply engaged.

* Sean Ellis, “Find a Growth Hacker for Your Startup,” Startup Marketing, July 26, 2010,
https://oreil.ly/hYpaU.

T Sean Ellis and Morgan Brown, Hacking Growth (London: Virgin Books, 2017).
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The team is led by a growth owner. This person defines strategies for
driving growth and bringing together the “hackers” to collaborate on
experiments. Growth owners tend to come from marketing, product,
or engineering backgrounds. As a result, these teams can over-priori-
tize engineering and marketing while undervaluing the role of design.

This is why the term growth design continues to gain popularity. It sig-
nifies the important role of designers as strategic members of growth
teams. Lex Roman, who is a growth design expert, describes it as
“focusing not only on customer experience but also on how to drive
sustainable business growth by finding the levers to unlock loops of
customer and business value.” Growth designers focus on tweaking
the parts of the UX that will have the highest impact. (See Figure 9-4.)
They also know how to use behavioral analytics to track whether they
have achieved their goals. This comes down to understanding how
product design ties into the business model.

FOCUS ON HIGH IMPACT MEASURE YOUR WORK

@ EE & O

DESIGN TOOLKIT

GROWTH

Qa3 A Tl

INVESTIGATE GAPS SHIP TO LEARN

FIGURE 9-4
The growth design framework by Lex Roman

A related framework is called the Hooked Model, which was created by
behavioral design expert and entrepreneur Nir Eyal. In his best-selling
2014 book Hooked: How to Build Habit-Forming Products, Eyal describes
a four-step process (Figure 9-5) to subtly encourage customer behavior

* Lex Roman, “Growth Design FAQ,” Lex Roman, https://oreil.ly/hfvis.
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through consecutive hooked cycles.” “A hook is an experience designed
to connect the user’s problem to the company’s product with enough
frequency to form a habit,” Eyal says. This way these newly acquired
users get “hooked” into the product without depending on costly adver-
tising or spammy messaging.

FIGURE 9-5

The four components
of the Hooked Model
by Nir Eyal: Trigger,
Action, Reward, and
Investment

Trigger Action

External

Internal

Variable
Investment Reward

I'll use the user experience of the B2B social network LinkedIn as an
example. The hook can start with either an internal trigger, such as
feeling frustrated about your work, or an external trigger, like reading
a post by a colleague that they started a new job. This causes you to take
action, such as scrolling through the LinkedIn feed. Then comes the
variable reward of the information you see in your feed. You may decide
to like a post or share an article of your own, which is an investment
of your time and data into the platform. This investment is a form of
stored value, which becomes a product’s competitive advantage over
time as the habit is formed.

Eyal has warned that “we need to be careful about how we apply these
»

techniques because they are, as is all design, a form of manipulation.
Eyal describes how to use behavioral design ethically in Hooked and

* Nir Eyal with Ryan Hoover, Hooked: How to Build Habit-Forming Products (New York:
Portfolio, 2014).

T Nir Eyal, “Nir Eyal on Creating Habit-Forming Products: Closing Remarks,” LinkedIn
Learning, January 23, 2017.
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followed up his first book with a guide to outsmarting distractions
with his second book, Indistractable: How to Control Your Attention and
Choose Your Life.

The Hooked Model, growth design, and growth hacking all build on
the 1898 AIDA funnel: awareness, interest, desire, and action. Your
team can come up with out-of-the-box hacks to make people aware of
your product, but you still need to target the right customer segment
with compelling messaging to garner interest and desire. Practicing
growth design techniques will help you fine-tune the product experi-
ence. It will ensure that users take action and fuel the virality of your
product. Once the customers repeat the desired action again and again,
then they, along with those they share the content with, become hooked
in your product funnel.

In this next section, you're going to learn how to test a business idea by
channeling potential customers to landing pages with inexpensive ad
campaigns.

Conducting Landing Page Experiments

A landing page is a single webpage created specifically for marketing a
product or service. It’s where a user “lands” after they click on a link in
an email or an online advertisement. It is different from a homepage
in that it is intended to get the user to do one desired action, such as
clicking on a button to download a mobile application. The pages are
specifically designed to suck potential customers into the top of your
marketing funnel so that you can measure their engagement and vali-
date hypotheses. Landing pages can be used to inform product strategy
because through trial and error you can rapidly learn which customer
segments respond to a value proposition and/or variations of it.

Figure 9-6 shows the general flow for creating the landing page

experiment.
Define the Crlgﬁheigge Crﬁlag?;gd Analyze the Present the
experiment page(s) ey results results
FIGURE 9-6

Landing page experiment flow
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If the experiment is executed successfully, the user experience will go
like this:

- First the potential customer sees the ad (awareness).
« Then, they click on the ad (interest).
- Then, they find the landing page relevant to their needs (desire).

« Then, they click on the CTA to start getting immersed in your
actual product (action).

This flow should be repeated with new iterations until you and/or
your stakeholders are satisfied with the results, creating the feedback
loops that are key to Tenet 3: Validated User Research and Tenet 4:
Frictionless UX.

If you're building a new experiment off of the feedback you received
during your online studies in Chapter 8, you may want to run a landing
page experiment to test out variations of the value proposition, busi-
ness model, or both.

Landing page experiments allow you to put different concepts in front of
a customer to get early feedback. You will use some of the screens from
the prototype you made in Chapter 7 to a) show customers what the
app or website looks like, and b) to create the illusion that the business
idea is actually a live product or one about to be released. Depending
on the feedback you received during your online studies in Chapter 8,
you may choose to update the screens prior to including them in the
landing page and advertising campaign.

In 2019, I gave a talk at a UX Camp held in Berlin. That’s when I met
Sebastian Philipp. (See Figure 9-7.) He is the head of the Business
Innovation Studio at Volkswagen Group Services GmbH, a Volkswagen
Group internal agency/consulting for business and services design.
Over lunch, he told me about some cool experiments that the Business
Innovation Studio was doing, including a smoke test using ad cam-
paigns and landing pages. I will deconstruct one of their actual cam-
paigns as a case study.
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FIGURE 9-7
Sebastian Philipp
pointing to a
Volkswagen We
Share poster in
Berlin, Germany

A little backstory first: Volkswagen is experimenting with different
mobility-as-a-service (Maa$) initiatives. They have an entire digital eco-
system of products called We that allows Volkswagen drivers to have
more integrated services that come with leasing/owning a Volkswagen.
One of the business concepts they wanted to validate was whether cus-
tomers wanted to reserve car washes through an app and also whether
they would be willing to pay digitally. The purpose of this particular
campaign was to try to figure out which geographic location for the car
washes would attract the most customers.

DEFINE THE EXPERIMENT

If you used the User Research Experiment Design tool in Chapter 8 for
designing your online user research experiment, then most of this step
will be familiar to you. That’s because the Landing Page Experiment
Design tool is a slightly modified version:

1. Value Proposition: Put the latest concise version of your value
proposition.

2. Experiment Type: Put a high-level description of the type of
experiment you plan to conduct, which in this case is a landing
page experiment.

3. Start/End Dates of Experiment: Put the actual dates and/or length
of the experiment.
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4. Experiment Details: Put important details such as how many ads
you expect to run, the budget of the study, any tools you expect
to use, and what proof of concept you plan to exhibit. If you are
unsure of some of these details, come back after you finish the
chapter to flesh these out.

5. Hypothesis: As discussed in Chapters 7 and 8, a hypothesis needs
to be both unambiguous and measurable. For landing page exper-
iments where I am testing business concepts, there should be just
one variable tested at a time. Otherwise, it is not a controlled exper-
iment. Possible variables could be the advertisement, the landing
page, and the targeted audience. This is the most important part
of the tool to fill out now. You can always complete the rest before
running the experiment.

6. Validation Method: This is where you describe how your variable of
choice will be used to test the hypothesis.

7. Minimum Success Criteria: Put a percentage number that rep-
resents successful validation for your hypothesis or hypotheses.
For your landing page experiment, this percentage is called the
conversion rate, which is the number of times someone does the
desired action (i.e., clicks on the button to download the app) out of
the number of users that visit the landing page (typically between
2-6%). For your ad campaign, this percentage is called a click-
through rate (CTR), which is the number of times the ad is clicked
on divided by the number of times the ad was displayed (typically
between 1-5%).

As you can see, the first three parts are identical to Chapter 8, but the
rest are specific to running landing page experiments, including how
you might drive traffic to it. I'm going to fill out the Experiment Design
tool myself using the Volkswagen landing page experiment as a refer-
ence. (See Figure 9-8.)

CREATE THE LANDING PAGE(S)

The primary function of your landing page is to reveal more about the
future state of your product to the prospects who have landed there so
that they take action. This conversion must happen as fast as a 30-sec-
ond commercial. You need to convey to potential customers what your
product will do for them by using whatever content does the trick. This
is when you want to bring the content or brand strategists from your
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FIGURE 9-8
Landing Page
Experiment Design
tool in the UX
Strategy Toolkit
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team into the conversation because you need to distill your product into
something digestible by using text, photos, and video. In Chapter 3, I
discussed the pitch aspect of the value proposition. That’s the thing the
landing page needs to communicate.

I will now walk you through the process of creating a landing page.

Step 1: Pick a platform and a template

There are numerous platforms for creating and running landing page
experiments. They vary in capabilities from basic and free to robust
and expensive. Most of them offer 14-day free trials and monthly sub-
scriptions if you need more time. Two popular platforms that have been
around for a while are Unbounce and Instapage.

What is important when choosing a platform is that you pick one that
allows you to easily do the following:

« Choose from customizable responsive templates

- Drag and drop elements to build your page

- Assign your own domain name to the landing page
« Track the conversion of your pages

Once you have created an account, it’s time to pick a template. Templates
not only make the process faster but are also optimized for conversion.
Be sure to choose a responsive one because the majority of users land-
ing on the page will be on mobile devices. “Click-through” templates
are a good choice because your goal is to get users to click through. Or
if your specific goals are an app download or product launch, choose a
template that is optimized for that. You may not need to use all of the
elements within each template, but choose something that looks pro-
fessional and only needs minor modifications.

For inspiration on what to include, google “most successful landing
pages” + current year. You can also typically find great inspiration for
landing pages on major landing page platforms.
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Step 2: Add the content (unique and borrowed), and modify the
design

Now it’s time to populate the template with your unique content. Check
out the above-the-fold view of the AutoWaschen landing page as a ref-
erence. (See Figure 9-9.)

<« Cc @ © | @ nttps://www.einfach-autowaschen.de - 90 L@ e &=

EinfachAutoWaschen

WERDE
BARGELDLOS,

KONTAKTLOS, -

PROBLEMLOS, (s,

App Store

DEN DRECK LOS

» Google play
Uber unsere App kdnnen Kunden einfach
und smart ihre Fahrzeugwasche buchen
und bezahlen: ob UnlimitedWash fur
unbegrenzte Waschen, bequem Guthaben
aufladen mit WashWallet oder mit
SingleWash fiir Einzelwaschen.

FIGURE 9-9
Top section of the Volkswagen Group Services GmbH Einfach AutoWaschen
landing page

Following is a list of elements that are must-haves. You can prepare
these elements before choosing your template or after.

Your landing page must-haves:

Logo and name of product

If you need help with a logo, use a free web-based logo genera-
tion tool or hire someone on an inexpensive freelancer services
platform (i.e., Fiverr.com) to make one for you. Don’t get obsessed
about your logo at this point because it is just a placeholder for test-
ing purposes. Major enterprises like Volkswagen typically don’t
use their own branding on experiments like these. They don’t want
their own brand to influence the customer’s perception of a new
product. Or they don’t want their existing customers to be con-
fused by a product that is not aligned with their current offerings
or branding.
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Your value proposition and/or tagline
This may include a short paragraph that further explains what the
primary product benefits are.

Call to action (CTA)
This is the most important element on the page because it will
feed the metric you use to prove conversion. It is usually a button
or a form with a button. On the Volkswagen landing page, they
used the IOS apple store icon and Google Play icons (see Figure
9-9), which is common practice for mobile apps. Forms are typi-
cally used to capture email addresses for lead generation. These
days you need a compelling reason for someone to share their real
email address. For testing business ideas, it is more effective to use
a button to gauge interest because the idea of spam doesn’t even
pop into the user’s head. Make sure the button is eye-catching.
Use a contrasting color such as red or green. Avoid overused col-
ors like the colors used for fonts or the page background. Casual
language is also effective, and that’s why you often see CTAs use
words like “my” or “your.” CTAs can be solution-oriented, such
as “End my parking hassles,” or they can be action-oriented, such
as “Download your guide now” or “Tell me more!” Overall, what
you're trying to achieve is that the user feels as if they’re being spo-
ken to directly.

Photos/graphics/videos that show what the solution delivers

These could be screenshots of interfaces depicting your key fea-
tures or a short summary of benefits with icons, like Volkswagen
did. (See Figure 9-10.) You can also include a photograph showing
your customer segment looking satisfied by the outcome of your
product. If you use static screenshots of your intended interface—
as in your prototype in Chapter 7 or as updated from Chapter 8—
make sure to pair them with a brief description.
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DEINE VORTEILE
Anstehen, austeigen und Bargeld gehéren
jetzt der Vergangenheit an:

BARGELDLOS OHNE LANGES SUCHEN
B Bezahle kontaktlos ohne Kleingeld Finde teilnehmende Partner in deiner

ber die App Nahe mit der digitalen Map,

BEQUEM OPTIONALE FLATRATE

Buche direkt aus dem Auto dein Einmal zahlen -all you can wash!

Waschprogramm.

SCHNELL ANLAGEN VOM

Keine Wartezeiten an der Kasse. K ULIBER

Dein sauberes Auto - gewaschen von

modernsten WashTec-Anlage.

FIGURE 9-10
Key features section of the Volkswagen Group Services GmbH Einfach
AutoWaschen landing page

Don’t have any grammatical or spelling errors on your page. It will
give the impression that your company is not credible because you
can’t afford a copywriter, or even worse, that it’s a fake. Use colors that
are complementary to your product screens. Be certain that any text
clearly pops out from the background and is accessible. If you look at
the AutoWaschen landing-page example, you will notice the subtle yet
visually appropriate light-blue bubbles giving texture to the darker-blue
background without overwhelming the copy. Include a copyright with
the current year in the footer so that the page looks current.

Other nice-to-haves are testimonials, social media links, badges, or
company names that might use your product. These are considered
social proof because they are a form of external validation that makes
your product seem trustworthy. If your product doesn't exist yet, use
quotes from your user research interviews, or demo your product for a
friend and ask for their thoughts. The quote should be something pos-
itive about the benefits or an innovative feature. Good quotes sound
informal, like how people actually talk. It should not repeat copy that is
already on the page or sound like marketing jargon. Figure 9-11 shows
a testimonial from the AutoWaschen landing page, which translates to
“Fantastic idea and well done. It makes the purchase of a car wash very
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easy and comfortable. With the flat rate washing service offers, you will
save time and money. I recommend this app for anyone who gets car
washes often.”

FEEDBACK

EINE AUSWAHL AN NUTZERSTIMMEN

Tolle Idee und gute Umsetzung. Macht den Kauf einer Autowasche sehr einfach und komfortabel. Und
mit den Flatrate Waschangeboten spart man sich auch Geld und Zeit! Kann diese App nur jedem der
oft sein Auto wascht empfehlen.

BMW-Bernd

FIGURE 9-11
Testimonial section on the Volkswagen Group Services GmbH Einfach
AutoWaschen landing page

Before spending huge amounts of time fine-tuning a particular design,
be sure to publish it and check how it displays on multiple types of
devices with various screen sizes. Flip back and forth between the desk-
top and mobile version of the landing page to make sure both look right
in preview mode. If you have a video or media element that only works
in one version, then consider making slightly different versions for
mobile and desktop. Be careful when using background images with
a lot of contrasting colors. When the screen adapts to different aspect
ratios, the text will float over the image, and it could be hard to read.

Step 3: Make it functional

Now it’s time to make the page functional. First, you want to make your
CTA button do something. It can bring up a modal pop-up or lightbox
that thanks the user or provides some next steps.

Getting the user to click the button is your conversion goal. If you're
using a landing page platform, you want to set it up so it tracks the met-
rics—specifically the number and percentage of visitors who click it.
You then need to test your conversion tracking by clicking on the but-
ton from multiple devices. You want to know that it is correctly tracking
both visitors and button clicks. If you don’t do this step correctly, then
you will learn nothing from your landing page during your experiment.

By default, the platform will typically give the landing page a URL
that is a subdomain of one of their own websites. It may have their
own company name or the word demo in the URL, which will make
the landing page appear fake. Yes, it is fake, but you do not want your
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visitors to know that because then you won’t be able to tell if people
weren't interested in your value proposition because they didn't like
it or because they thought it was fake. So buy an inexpensive domain
name that includes the name of your product. Your domain name pro-
vider or landing page platform should have instructions on how to con-
nect your new domain name to your landing page. There are lots of $5
options out there that aren’t “.com.” As I already mentioned, compa-
nies do this anyway to protect their brand. It is also worth consulting
with your company’s legal department before running the campaign
because you may need to outsource certain steps to a third party to
avoid liability issues.

Step 4: Create duplicates or variants
Now we are going to talk about split testing!

If your experiment requires the use of different advertisements, then
you will need to create a duplicate of your landing page. The landing
pages will be identical, but they will be at two different URLs so you
can properly track which advertisement ultimately had a better conver-
sion rate with the landing page CTA.

If your experiment focuses on testing multiple versions of the landing
page simultaneously, then you will need to create an entirely new land-
ing page design. Or you may duplicate your current page and make
specific modifications based on what variables you are testing—i.e.,
pricing, call-to-action, design, messaging, etc. The landing page plat-
form can automatically split the traffic coming from one advertisement
to each page variant. This is called A/B testing or multivariate testing.

Create and run the online advertisement(s)

If consumers are not appropriately made aware of your product or
brand through marketing, then your product may fail regardless of
how exquisitely designed it is. Before the web, traditional media such
as radio and TV commercials or print advertising was the primary way
to get people’s attention. Traditional media is both expensive and lacks
precise analytics for learning in real time what about an advertising
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campaign is working. This is why more advertising dollars are being
spent on the internet than on any other media. In 2019, internet adver-
tising revenues reached $125 billion!”

The secret sauce in online advertising is the ability to do microtarget-
ing. Microtargeting is when you target highly specific demographics,
psychographics, interests, and so on of your presumed customer seg-
ment(s). Ad campaign platforms also make it easy to run experiments
with budgets as low as $5 for a one-day campaign and then see the con-
version metrics 24 hours later.

The two types of online campaigns I am going to discuss are paid
social media advertising and search engine marketing (SEM). In 2019,
marketers spent over $36 billion on social media ads and $55 billion
on search result ads. Social media campaigns can be run on Facebook,
Instagram, LinkedIn, Twitter, WeChat, etc. The ads passively show
up in people’s feeds, but they can also be blasted out to their partner
networks. Conversely, search ads are displayed after someone actively
types a relevant keyword into Google, Bing, etc. Both forms of adver-
tising require a lot of tweaking, but there can be a big payoff once you
figure out the magic formula.

Here are some differences between search engine marketing and social
media advertising:

Search engine marketing (i.e., Google, Bing, etc.)

- Isbetter if you are not sure who your customer is because it displays
ads based on keywords entered, not based on who is searching

- Has a higher probability that someone will buy your product (called
purchase intent)

« Has higher conversion rates, although you often have to pay more
for the clicks

- Is better if you want to sell your products directly

Paid social media advertising (in other words, Facebook, Instagram,
LinkedIn, Twitter)

* Interactive Advertising Bureau, Internet Advertising Revenue Report, May 2020,
https://oreil.ly/m4x2R.
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« Allows for even more-specific microtargeting of an audience based
on profile data

- Is more visual
« Can reach more people for less money

« Is better for creating brand awareness or developing a social
following

Google and Facebook are two of the biggest platforms for search engine
marketing and social media marketing, respectively. The issue with
using Google Ads for landing page experiments is that you typically
need to run the ad campaign for at least two weeks to learn anything
useful. Google Ads also isn’t built for microtargeting. Instead it is
designed for optimizing keywords to discover potential customer seg-
ment(s). Thatis why I will be using Facebook in the following examples.
Despite the fact that I have serious ethical concerns about Facebook,
they are currently the best in town at the advertising game.

Facebook Ads Manager is constantly changing their user experience
and process for running a campaign. Here are the basic things to look
out for when setting up your advertising campaign:

Company page
You need to set your “identity” to a company Facebook page. You
can quickly and easily make a company page with just a cover
photo, logo, and brief description. Make sure the page looks legit
because users may like or comment on it. If you continue with this
value proposition, this could even become your permanent com-

pany page.

Campaign objective
First you need to create a new ad campaign on your platform of
choice. Choose “traffic” as your objective, and name your cam-
paign. The reason “traffic” should be chosen is because you are
trying to drive traffic to a landing page.

Geographic location
Choose the geographic location(s) where you want the ad to be
seen. Start small by focusing on one city or even a zip code within
a city where the demographics match your validated persona from
Chapter 3. The reason not to choose an entire country like the
USA is that it makes it difficult to focus your reach on a particular
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segment and thus learn anything. You want to run it at locations
where you hypothesize your product is most likely to succeed. For
instance, with the Volkswagen AutoWaschen experiment, they ran
two separate campaigns, one in an urban German city and one in
a rural German city.

Audience targeting
Select an audience that matches your validated persona in terms
of demographics, interests, and behaviors. You can create an audi-
ence based on age range, gender, household income, education,
and combinations thereof. Moreover, you can do detailed targeting
of highly specific behaviors and interests, such as commuters who
are interested in car washes.

Budget and schedule
Start by running a one-day pilot experiment with a budget between
$5 and $10. This is important because it is complicated to set up
and run a new campaign and easy to make costly mistakes. After
this initial test, check the results to see what went right and what
went wrong. Then you can increase your budget and campaign
length.

Think about when you are going to run your ads based on when your
target demographic will be most likely to see them (i.e., days of the
week and time of day). You need to get into your customer’s headspace.
For example, a person who owns a car and likes to keep it clean may be
more likely to look at Facebook on a Friday at the end of the business
day. Or they may google car washes from home on a Saturday morning.
But to validate these assumptions, it is best to run a campaign for an
entire week so that you can learn exactly which days and times garner
the best results. Also, allow some buffer time for the ad to be reviewed
and approved before your scheduled start date. (See “Advertisement
Approval” for more on this.)

As you become more confident with running campaigns and more
aware of what works the best, you can start increasing your budget.
The issue with small campaign budgets is that you will get back results
based on a small sample set, and these results may be meaningless. For
the Volkswagen Group Services GmbH AutoWaschen campaign, they
ran two ad campaigns with budgets between 350€ and 400€ (approxi-
mately $410 and $470) for 5-to-8-day campaigns.
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Ultimately, your budget should be based on the cost-per-click of the ad
after you have run a few campaigns. It may require spending at least
$500 to be able to make definitive statements about the best ad strategy.
I think of ad campaigns as throwing hard-earned money at billionaires
like Zuckerberg, so I do a lot of small experiments until I am confident
in my tactics.

Advertisement design

Creating advertising that works is part art and part science. You need
a concept that is high impact yet easy to understand. You can have an
ad that is focused on the problem that users have (i.e., a dirty car with
sad people waiting in a long line). Then you can lure them over to your
landing page that is focused on the solution to that problem. Or you can
have an ad that is solution-centric and includes aspirational imagery
and text (i.e., a clean car and copy about the benefits of the app). You
can also combine both ideas, like with the AutoWaschen ad shown in
Figure 9-12 where they show both the problem (the dirty car) and the
solution (the app plus the copy explaining the benefits).

FIGURE 9-12
Einfach Auto waschen
@ Gespansert - Volkswagen Group
rvi mbH’
Noch nie war das Autowaschen so einfachl! S? ces GmbH's
Lade unsere App herunter, buche deine Einfach AutoWaschen
Wasche bequem per ... Mehr anzeigen Facebook ad

EINFACH

T '

WASCHEN € g
|

KONTAKTLOS, PROBLEMLOS,
DEN DRECK LOS. )

WERDE BARGELDLOS,

EINFACH-AUTOWASCHEN.DE
Wasche jetzt in deiner Ndhe SETREREL

O @ Abdallah Alkhani und Pia Whoever

D}b Gefalltmir () Kommentieren /> Teilen
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Sure, you can write sensational, misleading copy or include an image
of a sexy woman, but getting clicks using clickbait such as this will not
help you validate your value proposition or business idea. Even if people
come to your landing page, such tactics won’t help you learn about what
copy and/or images truly convey your value proposition because your
users didn’t come to your landing page looking for that information.

The following are must-haves for an ad with some variance depending
on the platform and placement:

Headline
This is your product name and/or value proposition. For
AutoWaschen, the headline was “Wasche jetzt in deiner Nihe,”
which translates in English to “Wash Near You Now.”

Primary text
This is an eye-catching description of the problem you are solving
or the solution you are pitching. For AutoWaschen, the primary
text was “Noch nie war das Autowaschen so einfach! Lade unsere
App herunter, buche deine Wische bequem,” which translates in
English to “Car washing has never been so easy! Download our
app; conveniently book your wash.”

Destination URL
This is the landing page you are sending people to when they click.

Captivating image
Images are more commonly used in social media ads. For
AutoWaschen, they went with a dirty car and an app screen using
the same background as their landing page. Please note that
Facebook has limitations on including text in images, so do your
due diligence before submitting.

Call-to-action button
This is the primary way people will get from your ad to your land-
ing page. For AutoWaschen, they used “Mehr Dazu,” which trans-
lates in English to “Learn More.”

Design the ads for mobile first because that is how the majority of the
users will see it. Choose the content and design of the ad with your audi-
ence in mind. Make sure the look and feel of the ad and landing page
are consistent—also called a message match—like in the AutoWaschen
campaign. This way people don't feel disoriented after clicking on the
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FIGURE 9-13
Jessica’s two different Facebook ads, one focusing on the problem and one on
the solution

ad. As with the landing page, have someone who is fluent in the lan-
guage that you are running the campaign in copy edit it. You want
to make sure it not only makes sense but also has no grammatical or
spelling errors.

Variants (if necessary)

If you're varying the advertising campaign as part of your experiment,
make a second ad or second audience. Here are some options if you're
planning to run this type of experiment:

« Create two different ads that focus on different concepts: customer
problem versus solution, pricing strategy variations (i.e., freemium
versus subscription), or different key features. Run them at the
same audience and on the same schedule.

- Create two different ads that focus on the same concept but have
different designs. The variation could be in the artwork, head-
line, or primary text. Run them at the same audience with the
same schedule.
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- Run one ad at two different audiences on the same schedule. This
is how the AutoWaschen campaign worked.

Notice how we are only playing with one variable in each option—con-
cept, design, or audience, respectively. This way the experiment stays
controlled. Spending the same ad budget on both campaigns and run-
ning them at the same time will also make comparing the results more
straightforward. Always have each ad run to its own version of the land-
ing page so you can track the conversions corresponding to that ad.

In Figure 9-13, you can see that Jessica (you might remember her value
proposition of an app for booking air shuttles from Chapter 7) went
with two different ads focusing on different concepts for her land-
ing page experiment. The ad on the left focuses on the problem that
users are having, and the ad on the right focuses on the solution she
is offering.

If you have a two-sided market, you will need to run two different ad
campaigns, one campaign for each with an online ad and landing page
designed for each customer segment. This should be executed as two
different experiments.

Advertisement approval

Before you submit your ad campaign, make sure to reset your tracker
to 0 clicks on the landing page platform. If you don’t, then the sys-
tem might include views from past campaigns or your own views from
when you prepped during the design phase, and your experiment will
be inconclusive.

Even after you submit your ad campaign for review, plan for possible
hiccups. There are numerous reasons why an ad might be rejected. Ad
platforms often change their guidelines. You might have too much text
in the image, feature prohibited content, or misuse restricted content.
Sometimes one ad might get approved and another rejected, which
could potentially cause the campaign schedule to go off track and con-
taminate your experiment. If you do get rejected, check the advertising
policies of the platform to understand why you might be having com-
pliance issues.

Once your ad campaigns are approved, you are off to the races!
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Analyze the results

Once the campaign has run its course, it is time to analyze the results.
Hopefully, the ads were viewed and then clicked on by a high percent-
age of your chosen audience. Ideally, a high percentage of that cohort
then clicked on the CTA on the landing page. Even if you ran just one
$5 Facebook ad for one landing page experiment, there is something
to be learned even if the learning is that nobody clicked on your ad.
You need to put on your detective hat so you can interpret the data and
make logical correlations about what worked and what did not.

In Figure 9-14, you can see a screenshot from Jessica’s Facebook cam-
paign. There are a few things to look at. Jessica ran her problem ad and
solution ad at the same audience and sent them to identical landing
pages. The data points to understand are the following:

Results (link clicks)
This is the number of times the ad was clicked on.

Reach
This is an estimate of the number of people who saw the ad at
least once.

Impressions
This indicates the number of times the ad was shown. It’s differ-
ent from reach because one person could have been shown the ad
multiple times.

Cost per result (or click)
This is the budget divided by the number of link clicks.

If you look at Figure 9-14, you can see which ad had more success. The
problem ad had almost four times as many link clicks, and the cost per
click was only 12 cents—nearly a quarter of the cost per result of the
solution ad. Having a lower cost per click is important because it means
it is less expensive to buy web traffic to your landing page. This is good
tactical information when you start targeting customers in earnest.

We should also look at the click-through rate, which again, is the num-
ber of link clicks divided by the number of impressions. Jessica’s prob-
lem ad had 43 link clicks out of 1,425 impressions. Divide those two
numbers, and the click-through rate is 3.0%. Meanwhile her solution
ad had 11 link clicks out of 1,216 impressions, which makes the click-
through rate only 0.9%. What a difference!
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Bid

Ad Set Name Strategy Budget Results
Problem Ad Lowest cost $5.00 43
Link Clicks Lifetime Link Clicks
Solution Ad Lowest cost $5.00 1
Link Clicks Lifetime Link Clicks

FIGURE 9-14

Jessica’s Facebook ad campaign results

Reach

1,402

1,150

Impressions

1,425

1,216

Cost per
Result

$0.12
Per Link Click

$0.45
Per Link Click

This continues to tell her that the problem ad performed better on
Facebook, but she still can’t say it’s the better ad campaign until she

also looks at the conversion rates for the landing page. This is because

her goal is not just to get people to click on ads. Ultimately, the met-

ric she is most interested in is how many customers might download

her app.

In Figure 9-15, you can see a screenshot of Jessica’s landing page

results, which were collected by her landing page platform.

43

vola.website/page2

FIGURE 9-15
Jessica’s Unbounce landing page results

The data points to understand are the following:

Visitors

5

visitors  conversions

=

o o

0o d
Solution 711 7
vola.website/page @ (@ Vvisitors conversions

1

11.62%
conversion rate

9.09% -

conversion rate

This is the number of visitors to the landing page. Don’t be sur-
prised if it differs slightly from the number of ad link clicks.

Conversions

This is the number of visitors who clicked on the CTA.

Conversion rate

This is the number of conversions divided by the number of

visitors.
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Now we have a clearer picture of how well the problem ad actually per-
formed. We can see that the conversion rate was slightly higher for the
problem ad (11.62%) compared to the solution ad (9.09%). But we also
need to consider her sample size, which was very small. Because only
11 people clicked on the solution ad, one person converting led to a
high conversion rate—small sample sizes mean we have limited statis-
tical power. However, if we compare the number of conversions, we can
see that she had five times as many people convert when coming from
the problem ad. This is why it is important to consider all of your data
points when interpreting your data.

As you can see from this tiny $5 campaign, which only ran for one day,
the spread between the two ads sets and the landing page conversion
was enough evidence for Jessica to double down on her problem ad for
her next experiment.

It’s important to run one experiment at a time and use the learn-
ing to iterate for improved conversion. You can increase the budgets
as you dial in on your best ad designs and concepts, landing pages,
most responsive audiences, and best times/places to run the ads. This
might require redesigning and retargeting the entire campaign mul-
tiple times until you can figure out the “magic formula.” Think like a
growth hacker!

Present the results

In an enterprise environment, you will need to present your data to your
team and stakeholders, make decisions, and then continue to experi-
ment to inform your strategy. This brings us back to the AutoWaschen
experiment of Volkswagen Group Services GmbH. After their product
team ran their experiment, they needed to present the results to stake-
holders who were not necessarily marketing people or math geeks.

In Figure 9-16, you can see a slide presenting the experiment. It
includes images of the ad and landing page to show stakeholders how
users went through their marketing funnel. To the right of the images,
you can see a table that summarizes the results from the ad campaign
and landing pages. The numbers shown in the table have been altered
for confidentiality reasons.
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FIGURE 9-16

Volkswagen Group Services GmbH Einfach AutoWaschen landing page

experiment results with urban city on left and rural city on right (numbers

have been altered for confidentiality reasons)
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They included the following data points:

Duration
This is how many days they ran each campaign for.

Costs
This is the budget for each ad.

Impressions
This is the number of times each ad was shown.

Unique user
This is the same as reach, meaning it shows the number of people
who saw the ad at least once.

Link clicks
This is the number of times the ad was clicked on.

Conversions
This is the number of visitors who performed the CTA on the land-
ing page.

Conversion rate
This is the number conversions divided by the number of visitors.

Customer acquisition cost (CAC)
This is the budget divided by the number of customers acquired.
“Customers acquired” in this case are users who clicked on the
download button on the landing page. This number becomes
increasingly important as you begin building your business around
a product and need to balance acquisition costs against customer
lifetime value (CLTV).”

The Business Innovation Studio spent 750€ ($880) in total running
their AutoWaschen campaign, which went out to approximately 50,000
users on Facebook. In order to have comparable sample sizes across the
two campaigns, they ran the rural campaign for an additional three
days to boost the number of unique users. Though the link click totals

o

* “Customer Lifetime Value,” Wikipedia, https://oreil ly/Pg37h.
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were similar, with 510 for the urban audience and 581 for the rural
audience, the rural audience actually had a much higher conversion
rate—9.64% compared to 3.53%.

In terms of cost for conversion, they paid 19.44€ ($23.02) per click with
their urban audience and 7.14€ ($8.46) per click with their rural audi-
ence. That means that they paid more than twice as much to acquire
each urban customer than they paid for each rural customer. The evi-
dence from this landing page experiment invalidated their hypothesis,
which if you'll recall was that drivers in German urban cities are likely
to want this service more than drivers in rural areas. It showed that
they might have more success if they put this type of car wash service
in a rural area. Aren’t experiments cool?

Landing page experiments are just one instance of designing for con-
version. As you work toward and eventually launch a live product, you
need to continue to look for growth opportunities. This includes opti-
mizing subscription pages, checkout processes, referral interactions,
and shares/likes/follows. Designing for conversion requires thinking
holistically about your customer’s journey, starting with the market-
ing. It’s about looking everywhere for levers and not just staring at the
page in front of you while saying “How do we make people buy into a
yearly subscription?”

Persevere, pivot, or hit the brakes!

This concludes all of the product strategy techniques I will be sharing
for validating new business concepts or product ideas. At this point,
one of two things should have happened:

+ You learned through various experiments that it’s worth investing
more time and money into your innovative solution. In which case
it may be time to start looking for funding or stakeholder buy-in
and create a roadmap. This product roadmap outlines the features,
timeline, resources, goals, and the vision for bringing your product
to market. If you are new to product management, I recommend
the book Strategize by Roman Pichler for learning about product
roadmap practices.”

* Roman Pichler, Strategize (Wendover, UK: Pichler Consulting, 2016).
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« You learned that you may need to pivot or hit the brakes on your
value proposition because you could not find a customer segment
who wants it or a business model that supports it. At this point,
take a step back and think about how important this concept is to
you. Perhaps you should be like my dad and shut down the hot dog
stand before it’s too late.

Regardless of what bucket you fall into, hopefully you learned some
useful techniques for de-risking your strategy before you build a prod-
uct and as the product matures. Strategy is never over until it’s over. As
long as your product exists, you must continue to measure value using
key performance indicators (KPIs) that demonstrate how effectively a
product is achieving your business objectives. The Greek philosopher
Heraclitus made the assertion that “life is flux” (panta rhei in Greek),
meaning “everything or all things change.” I believe this to also be true
about competitive landscapes, technological innovations, and fickle
customers. This is why a strategy needs to be flexible.

Recap

In this chapter, I discussed how a successful strategy relies on your
marketing and design teams working together in harmony. That you
need to tinker with product funnels for hooking users and hacking
growth. You learned how to use landing pages and online advertising
campaigns to experiment with business concepts and identify potential
channels for customer acquisition. And the biggest takeway is that you
and your team can make great advances through trial and error!
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[10]

Denouement

And so, onwards...along a path of wisdom, with a hearty tread,

a hearty confidence! However you may be, be your own source of

experience. Throw off your discontent about your nature. Forgive

yourself your own self. You have it in your power to merge everything

you have lived through—false starts, errors, delusions, passions, your

loves and your hopes—into your goal, with nothing left over.”
—FRIEDRICH NIETZSCHE

SOMETIMES, PRODUCTS NEVER SEE THE LIGHT OF DAY, AND TYPICALLY
never for reasons that you can expect or control. Financial crises, teams
burning out, new technologies arriving, personal motivation, broken
relationships, and more are a lot of variables beyond a UX/product
strategy that will come into play.

The startup Metromile,” which you met in Chapter 1, is still the leading
pay-per-mile insurance company, but they have been rapidly expand-
ing into the B2B world of enterprise. Now their former competitors
are becoming their partners: they are helping other insurance carriers
and OEMs with digital transformation by licensing their Claims Al
platform. They have also partnered with Ford to provide owners of con-
nected Ford vehicles with personalized insurance without the need to
install additional devices.*

For Volkswagen, I recently had lunch again with Sebastian. He’s been
heading the Business Innovation Studio out of his home in Berlin since
the start of COVID-19. The business innovation studio is still growing,

* Friedrich Nietzsche, Human, All Too Human: A Book for Free Spirits, English ed. (New York:
Charles H. Kerr, 1908).

T Metromile Inc., https://enterprise.metromile.com.

I “Say hello to connected car insurance,” Metromile, www.metromile.com/partners-ford.
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with an international team in different locations. They continue to con-
nect the dots between UX/product strategy and business innovation
while Volkswagen is moving in-house for their software development,
creating a cloud-based operating system called vw.OS to support their
vehicles across the entire Volkswagen Group.

For my USC students—Ilike Ena and Bita before them—this was just
their class project. So when it was over, that was the end of it. However,
Nico surprised me. He continued to develop his vehicle-sharing con-
cept and has even filed for a patent. For Jessica, who was my top stu-
dent, I found it hard to say goodbye to her when she graduated. So I
hired her to help me write this book. You can find a playlist of 10 of our
cowriting/editing sessions on YouTube” if you’re curious.

For other product makers, the road is bumpier. Jared tried to conquer
his blue ocean in the sharing economy like Airbnb did, but the men-
tal model proved tough to shift. After four years of amassing customer
experience expertise with TradeYa, he went back to leading teams as a
growth marketer.

I think it’s important to remember that there are many challenges in
life—some professional and personal—and we can’t know how they
will shape our paths forward. Take, for instance, my maternal grand-
father, Alex Zindler. He was born in 1907 in Tarnopol, Poland (now
Ternopil, Ukraine).

His earliest memory was watching the walls of his home crumble
apart under heavy artillery during one of the many large-scale targeted
attacks, or pogroms, against Jews. During one of these pogroms, his
younger siblings were all killed.T His father died before he turned six.
Then came World War I (1914-1918), which lasted until he was 11 years
old. His country’s name, the national language, and the street signs
changed seven times while German, Austrian, and Russian forces
surged back and forth, stamping their identity upon the town.*

* Jaime Levy and Jessica Lupanow, “UX Strategy (2nd Edition) Book Editing Sessions,”
YouTube, 2020, https://oreil.ly/EzdoR.

T “Ternopil,” Wikipedia, https://oreilly/RnqZT.
1 “Tarnopol,” Jewish Virtual Library, 2008, https://oreil. ly/WqEwb.
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In 1923, when Alex was 16, he and his mother, Ronya, fled Poland to
avoid suffering further persecution. In search of a better life, they made
their way by train to Antwerp, Belgium, and boarded a ship bound for
Quebec City, Canada. Tragically, though, on the way to North America,
Ronya contracted cholera and died. A heartbroken Alex vividly remem-
bered watching his mother be buried at sea.

Alex arrived in Quebec City a penniless, non-English speaking
orphan with the threat of deportation back to a country he had just
fled. Thankfully, a priest on board vouched for him so that he was able
to stay. But Alex had to pay back the huge cost of the ship’s passage to
the priest, an enormous financial debt. To do that, he apprenticed as a

tailor in Toronto for two years. By his late teens, he was enjoying his
freedom, making lots of friends, and had taken up boxing as a hobby
(Figure 10-1).

FIGURE 10-1

Photo of Alex Zindler
(right) and his friend
Irving Roth in 1925

For several years he practiced boxing, but a blow to his face during one
of his fights caused a serious cataract to develop in one eye. After a
botched surgery to repair it, Alex found himself blind in that eye, with
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only a weak eye to get by. Many would have become discouraged or let
this physical handicap limit their activities. But not Alex. He married,
settled in Winnipeg, Manitoba, and had three children. To support
his family, he worked with difficulty for more than 25 years as a dry-
cleaner presser. In 1957, at the age of 50, Alex suffered a major heart
attack and became completely blind. Two years later, his wife passed
away, leaving him alone to raise their youngest son.

But my Grandpa Alex didn’t let these new tragedies trap him into a life
of despair or failure. Instead, he faced his fear and got out of the house.
Alex took mobility training so that he could travel independently by bus.
He joined a blind bowling league and exercised at a gym. He encour-
aged his son to obtain the best education possible, because learning
was everything to him.

But it was technology that gave Alex the most freedom. He was a true
audiophile, buying the best possible gear for recording audio and listen-
ing to his massive record collection. He became a voracious consumer
of books on tape and devoured the latest New York Times best-selling
books.

In his 60s, through a nonprofit cooperative organization of recorder own-
ers called the Voicespondence Club, Alex’s social network expanded.
Club members worldwide would use reel-to-reel tapes (and later cas-
sette tapes) to exchange stories about their daily lives, political mean-
derings, and even bootleg musical recordings. The club was basically
the analog version of Facebook-meets-Napster. The cassette tape also
was how he corresponded with my family in Los Angeles from Canada.
My grandfather passed away in 1981 when he was 74. But thanks to his
recordings that I heard as a child, I'll never forget his Polish accent and
the uplifting stories he shared.

Whether you are an entrepreneur, product manager, or designer, build-
ing a digital product is a deeply personal path that can seem like a
make-or-break life event. We pour our savings, health, and emotions
into value propositions that we hope will change users’ lives. But as
inventors, we need to accept that failure, while an insurmountable bar-
rier to some, might be an essential part of our product’s journey toward
success. We need to be like my grandfather—a man who did not allow
the difficulties in his life to define the outcome of it. Instead, he kept
pivoting and living his life to the fullest, and he even found a means of
using technology to do so.

266 ‘ UX STRATEGY



Lessons Learned

* Things don’t always go as planned. We need to be agile and find
new ways to move forward. Embrace life’s challenges. Keep your
mind active.

* Don’t overlook opportunities to use everyday technologies in
new and unexpected ways that can improve users’ lives and help
solve real problems.

* We are ultimately in charge of our lives, and we are defined by
how we choose to live them. Our existence is what we make of it.
Why waste it?
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Sun Tzu

Art of War, 9
sustaining innovation, 28
SWOT analysis, 120-124

T

technology run-through, online user
research, 210

templates, landing page, 243

threatening competitors, 131

Tinder, 45, 48, 166

title considerations, Competitive
Analysis Brief, 126

touchpoint, 234

TradeYa, 175-178

traditional media advertising, 248

Twitch, 150

Twitter, 15,213

two-sided marketplace, 65-66

U

UGC (user-generated content), 101

Unbounce, 243

unfair advantage component, Lean
Canvas, 23

uniqueness, seeking in key features
identification, 151

usability testing, 199

user personas, 10. See also provi-
sional personas

User Research Experiment Design
tool, 202, 241

user research, obtaining validat-
ed, 31-34. See also online
user research; validated
user research

users versus customers, 16

user, trying out competitor’s products
as, 91

UX design, 5, 34-39. See also de-
signing for conversion

UX-focused competitive research
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UX influencers, in value innovation
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tenets of, 9-40
UX Strategy Toolkit, xii, 77
UX (user experience), creating fric-
tionless, 34-39, 152

Vv

validated user research, 31-34, 52,
59-66. See also online user
research

validating value proposition, 185,
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validation questions, online user
research, 204

value, 25, 31-34

value chain, 25-26

value innovation, 25-31. See also sto-
ryboarding value innovation

value proposition, 24, 26, 41-70. See
also experimenting with
value proposition
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customer discovery, 59-66
defining primary customer seg-
ment, 47-48
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Colophon

The animal on the cover of UX Strategy, 2nd Edition, is the black-backed jackal (Canis
mesomelas). This species of jackal is native to separate regions of the African conti-
nent in the south and east. Jackals are the oldest group in the genus Canis, which also
includes dogs, wolves, and coyotes.

Black-backed jackals resemble foxes and coyotes in aspects of their size, appearance,
and habits. They average 15 inches tall at the shoulder and 30 inches in length, and
weigh about 20 pounds. This species gets its common name from the black saddle of
fur that runs from its shoulders to its tail on its otherwise reddish coat. They have dis-
tinctively large, fox-like ears.

Jackals are omnivorous, opportunistic feeders that apply their intelligence to hunting
their prey. Commonly feeding on small prey such as spiders, scorpions, hares, and
rodents, they will adjust their hunting strategy for animals larger than themselves
(often those weakened or ill), by attacking weak points such as the throat or legs. Using
their size and speed to their advantage, they can also scavenge meals from carcasses
being consumed by the lions and leopards that they share territory with. Black-backed
jackals also observe villages and farms for opportunities to carry off domestic animals
such as chickens, or to rummage through trash heaps for anything edible.

This species of jackal is monogamous, and yearlings sometimes remain to help raise
the next generation, allowing for higher pup survival rates. Mating season occurs
from late May to August, gestation lasts 60 days, and pups are born between July and
October, often coinciding with seasonal population peaks of various prey species. A
jackal family group is highly territorial and communicative, using scent marking and
vocalizations such as yelping, whining, growling, woofing, and cackling to advertise
its presence (the word jackal originates from a Sanskrit word meaning “the howler”).

As illustrated by its eating habits, the black-backed jackal adapts readily to a variety of
habitats; it also manages to thrive in landscapes dominated by the dangerous presence
of lions and humans. Their great adaptability and resourcefulness allow them to thrive
almost everywhere, and for this reason they are not endangered.

The color illustration on the cover is by Karen Montgomery, based on a black and white
engraving from Wood’s Animate Creation. The cover fonts are Gilroy Semibold and
Guardian Sans. The text font is Scala; and the heading font is Gotham.
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