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2.1
BUSINESS IDEATION

MODULE BUSINESS & FINANCE



LEARNING OBJECTIVES

After Finishing this module you will be able to:

 Define your idea in an entrepreneurial way

 Initially test your idea 

 Validate your learning
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As presented in Module 1.1 Entrepreneurial Skills, one of your most 
important entrepreneurial skills and startup resources is your business 
idea. You are, by definition, behind your competitors when you start, and 
your business idea is your first and most important stepping-stone.

INTRO



CLASSICAL BUSINESS IDEATION

WHAT?, HOW? WHY?
Classical idea generation typically starts with asking first what you want to solve, 
second how you will solve the issue and thirdly you potentially answer why you 
are doing it (often in order to create your mission and vision statement for your 
business plan or website).

This method has been used by countless entrepreneurs, often working years 
from a basement on building the “perfect” solution to an assumed issue. 
Thereafter the “perfect” solution is presented to customers and fails to sell.
The problem often being that the issue and solution are assumed correct.
The same method has been used in classic marketing, first telling customers 
what they get from a product, how they buy it and potentially telling why the 
customers should buy the product (if that part is even included).
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established customers, brand value, sales channels and collaborating partners.

The method instinctively seems logic, and still works, but your goal is to change 
the status quo through one of the three following ways:
 • To satisfy existing but unanswered needs (SMS-loans, Nespresso)
 • To improve, disrupt or transform an existing market with a better  
  business model (Skype, AirBnB, Ryanair)
 • To create an entirely new market (Google, Facebook)

You are attempting to either answer the unanswered, disrupt, transform or 
create something new. Therefore your ideation process must also differ from 
the classic methods.



START WITH THE WHY

WHY Few organizations know why they do what they do (not to create a profit. 
Profit is a result). Why is a purpose, cause or belief.

HOW Some organizations know how they do it (what sets them apart from 
competitors).

WHAT All organizations know what they do (the definition of the product or the 
service).

“People don’t buy what you do; they buy why you do it”
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Y One of the reasons behind Apple’s success is found in their focus on Why.

WHY In everything we do, we believe in challenging the status quo –  
we believe in thinking differently.
HOW Beautiful design, simple to use and user friendly.
WHAT We just happen to make great computers.

WHAT We make great computers
HOW The way we do it is by creating beautiful designs, simple to use and user 
friendly
WHY ?

WHICH WOULD YOU BUY FROM?
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buy the whole company. 
They have used this to also dominate the markets for mp3 players, phones, etc. 
Remember, they were just a computer company…

The concept of the why is designed to communicating directly to your limbic 
brain that controls decisions (popularly defined as intuition or “gut feeling”).

Starting with the Why creates loyalty, belief, patience, forgiveness and trust.

Your goal as an early stage entrepreneur is to do business with people who 
believe what you believe.
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Y THE GOLDEN CIRCLE
“Why” in the innermost circle 
(representing people’s motives  
or purposes) 

surrounded by “How”  
(representing processes  
or methods)

enclosed in “What”  
(representing results or outcomes)

The Golden Circle
"Why" in the innermost circle 
(representing people's 
motives or purposes)

surrounded by "How"
(representing processes or 
methods)

enclosed in "What"
(representing results or 
outcomes)

Start with the Why



START WITH YOUR WHY

Deciding on and defining your personal why will allow you to define  
how it can create value for others.

Defining how you want to create value for others, enables you to start 
investigating what others want (that will correspond to your why).

The process will and should end in you deselecting potential customers. 

Your goal is to be much for few, and NOT little for many.



DEFINE YOUR WHY, HOW, WHAT

When you have your first why, how and what defined, you are able of creating 
hypothesis’ that can be used for testing your business idea.

Your goal is to describe the underlying assumptions behind your defined why, 
how and what. This will enable you to define the value you are offering your 
potential customers. Your Value Proposition.



THE LAW OF DIFFUSION OF INNOVATION

If your idea is to become 
successful, acknowledged and 
accepted by the market, you 
must reach the early majority.

This means you need early 
adopters’ engagement. If 
successfully engaged, they will 
spread the word to the early 
majority and so onwards.

If your idea is to become 
successful, 
acknowledged and 
accepted by the market, 
you must reach the early 
majority.

This means you need 
early adopters’ 
engagement. If 
successfully engaged, 
they will spread the word 
to the early majority and 
so onwards.

The Law of Diffusion of Innovation



EARLY ADOPTERS

Early adopters are your biggest fans.  
The ones that will buy your product or service even at a high cost.  
The ones that will almost brag about being part of your startups  
first steps (your why)

Early adopters are characterized by being first-movers.  
The ones who bought extraordinarily expensive flat screen TV’s when introduced. 
The ones standing in line day and night for new phone releases.

In return, for you giving them unique early access to your product,  
they will act as guinea pigs and offer feedback.

Early adopters should be used to test if your why, how and what 
has its place on the market. In other words, if your value proposition is valid.



INITIAL TESTING

Prior to actual testing of your hypothesis,  
four (4) initial questions should be checked.

1. Do consumes recognize that they have the problem you are trying to solve?

2. If there is a solution available, would they buy it?

3. Would they buy it from you?

4. Can you build the solution for the problem?



ENABLING YOUR IDEA FOR TESTING

In order to test your hypothesis’ and receive useful results,  
you must create a test product.

Your goal is to fail as fast as possible! And keep testing until  
you receive validated learning of your hypothesis, and thereby validation  
of your why, how, what and value proposition.

Your test product should be the earliest and lowest edition  
of your product, that a potential customer could accept.  
This is called your Minimal Viable Product (MVP).



VALIDATED LEARNING

As entrepreneurship is defined by uncertainty you must always learn,  
to reduce the uncertainty.
You must learn what customers really want, not what they say they want 
or what you believe they should want.

Validated learning is learning backed by empirical data collected from 
real potential customers.

To achieve validated learning you must have a clear hypothesis that 
makes prior predictions about what is supposed to happen. The goal is 
then to test those predictions empirically - offer customers the chance 
to try something and measure their behavior.



TESTING

Two main hypothesis should be tested:
1. The value hypothesis.  
Are you creating value for your customers? For example, if they will sign up  
to voluntarily return and take part in further tests, it indicates value.
2. The growth hypothesis.  
How will the product or service spread from early adopters to mass adoption? 
Will early adaptors actively spread the word about the product or service?  
For example, will they recruit a friend to take part in tests?.

Your goal is to identify which efforts are adding value and which ones are not.



ADDITIONAL IDEATION TOOLS

Brainstorming:
1. Have an end goal in mind.
 • Clarify WHY you are meeting anyone who participates.
 • Be as specific as possible (hypothesis)

2. Prepare to brainstorm.
Some people will have ideas instinctively and organically.  
Others need time and brainpower to develop:
 • Schedule the meeting and send the agenda at least one week in advance. 
 • Tell people exactly what you will be discussing, and ask them to come   
  prepared to share ideas.
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3: Establish rules.
Brainstorming sessions are meant to be free-flowing without a lot of structure. 
However, ground rules can help keep you focused:
 • People must speak one at a time, and no side conversations.
 • Offer everyone an opportunity to share feedback. 
 • Encourage unusual ideas. Even those that may seem outrageous.
 • Accept all questions. There are no dumb ones.
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4: Include different perspectives.
You may need to shake things up. For example, invite:
 • Someone from different industries or backgrounds.
 • Invite customers, vendors or partners. 
 • Even friends or family members can offer ideas, concerns or feedback   
  from the perspective of a regular consumer.

5: Stay focused.
When ideas are flying, people can quickly go off on a tangent.  
If the conversation veers off-track, bring the group back to the reason  
for your meeting.  
Say: “I’m impressed by all of these ideas, but today, let’s focus  
on what we are here for”.
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A mind map offers you a way to get all of your ideas onto paper.  
All you need is a large sheet of paper or a whiteboard and various colored 
pens or markers. In the center of the paper/whiteboard, draw a picture that 
represents the topic of your meeting. 

Then draw lines radiating out from the center image to words, phrases  
or images that represent your key concepts. From those words or images,  
draw lines out to subtopics. You’ll gain a visual snapshot of everything that 
everyone is thinking of. 

From there, you can begin to shape and mold the ideas. 
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One of the simplest brainstorming tools, free writing allows you and other 
participants to dump all of your ideas onto paper before you begin discussions. 

Set a timer for 10 to 20 minutes and hand participants a piece of paper. 

Instruct them to write down everything they can think of regarding the topic. 

Tell everyone to write for the full length of time without stopping to review or 
edit what they have written. 

When time is up, go around the room and ask everyone to share an idea. 
Continue doing so until you have something you can work with.
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Examine the topic from five different angles by asking: 
 • “What is it like?” (Description)
 • “What is it similar to or different from?” (Comparison) 
 • “What does it make you think of?” (Association)
 • “How is it made or what is it composed of?” (Analysis)
 • “How is it used or what can you do with it?” (Application)
 • Argue for and against it (argue) 

Spend 3 to 5 minutes on each side of the cube, then analyze the data for 
emerging patterns or unique elements and develop your idea based on those.



FUTURE LEARNING

In module 3.1 you will be introduced to methods 
to research your initial questions, assumptions and 
competitors for your ideas.

In module 3.2 you will see ways of keeping up to date 
on developments, trends, innovations and competitors.
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