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1958
The greatest new product failure in history. 
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• After revolutioning mass production, Ford had their IPO (initial stock 
offering) on the New York Stock Exchange in 1956.


• The stock opened the day at $64.50/share and by the end of the day 
was trading at $70.50, giving them a market capitalization of $660M 
(over $6 billion in today’s dollars). 


• It was the most successful IPO in American history.

Ford Motor Company
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Rolling-dome speedometer.

Push-button Teletouch transmission shifting

Self-adjusting brakes. 

410-cubic-inch Edsel "E-475" Engine.

Warning lights on dashboard.

Speedometer glows when speeding.

Transmission locks in park until ignition key turned. 
Triple-thermostat cooling system. 

Front-mounted distributor, coil, fuel pump, dipstick.

Hood release controlled electronically.


“The Newest Expression of Fine Engineering from Ford Motor Company”. 

The most advanced automobile ever. 

Projected sales for the first year were 200,000 units, with over one million units within three years. 

https://en.wikipedia.org/wiki/Speedometer
https://en.wikipedia.org/wiki/Teletouch
https://en.wikipedia.org/wiki/Ford_MEL_engine
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18 models spread over four lines.
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• Projected sales for the first year were 200,000 
units, with 3-year projections of over one 
million units. 


• First year sales were less than 60,000. 


• The second year was 56,000.


• Total units sold were less than half the 
company's projected break-even point. 


• Each one sold cost 2x to make.


• The Edsel project lost a colossal $350 million 
(over $3 billion in current dollars).  

The greatest new product failure in history. 
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The economics 
are profitable. 

What 
customers 

want.
Successful product 
innovation happens 

here!

Technologically

Feasible.
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The economics 
are profitable. 

What 
customers 

want.

Technologically

Feasible.



This has been a recurring issue since the 
dawn of entrepreneurship: how does one 
reliably create products that succeed?



We’ve all seen examples of companies that have 
sent millions of dollars developing products they 
thought they world needed, only to find out that no 
one wanted to buy those products. 

I’m embarrassed to admit that 
I’ve done it myself. 



Most startups die in the 

Valley of Death

Congratulations! You’ve spent 2 years and $7.5 million 
proving that there is zero demand for your product!

Cool idea!

Spend 
millions


building it.

Try to find customers.

In 2000-2001 I used linear product development:

Then we’ll 
scale it up!



Three concepts I wish I’d known before I did that: 



Product Market Fit

Customer Development


Design Thinking









Copyright 2022 - Bret Waters, Stanford University 

If the only thing that matters is 
product/market fit, then how do we get 
there most efficiently and effectively?



The Godfather of Silicon 
Valley

• Founded 8 companies, four had IPO’s and four left giant craters.

• Wrote a groundbreaking book: 4 steps to Epiphany.

• Which led to The Lean Startup.

• Did a famous Google Tech Talk: The Secret History of Silicon Valley

• Now professor at Stanford and Berkeley

• Named by Harvard as one of the ten great innovators today.



• Founded 8 companies, four had IPO’s

• The other four resulted in “large craters in the ground”.

• Retired and wrote “The Four Steps to Epiphany”.

Steve Blank



“No business plan survives first 
contact with customers”.

                                -Steve Blank 



“Before you begin product 
development you need to do 
customer development”.

                                -Steve Blank 



Customer discovery understands the problem to be solved and 
turns it into a series of hypotheses about the solution.  
 
Customer validation tests whether those hypotheses are true. 


Customer creation is the start of execution. 


Company building transitions the organization from a startup to 
a company focused on executing a validated model.


Steve Blanks’ four components of Customer Development:



“A corporation is an organization 
built to execute a business model. 


A startup is an organization 
designed to find a business model.”


― Steve Blank
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Minimum viable product 

Learn from Customers 


Continuous deployment


Rapid iterations


Learn, measure, adjust. Repeat. 


Note: the “lean” does not mean “cheap”, per se, it means reducing 
cycle times and getting to a successful product more quickly. 

The Lean Startup, a book by Eric Ries



MVP
Minimum Viable Product

The book by Eric Ries popularized the term “MVP”. 



“A Minimum Viable Product is that version of 
a new product which allows a team to collect 
the maximum amount of validated learning 
about customers with the least effort.”

                    

                                 - Eric Ries, in The Lean Startup













“A Minimum Viable Product is that version of 
a new product which allows a team to collect 
the maximum amount of validated learning 
about customers with the least effort.”

                    

                                 - Eric Ries, in The Lean Startup



Mediocre entrepreneurs build an 
MVP to show something. Great 
entrepreneurs build an MVP to 
learn something. 


-Me

“
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The  lean startup methodology.


Learn from customers, using 
small experiments, iterating 

constantly.



Difficult. Easier. Easiest. 

All are on the recommended reading list for BUS-217.
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1958
An engineering professor goes rogue.
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John Arnold

Professor of Mechanical Engineering

MIT

Professor Arnold sought to shift the meaning 
of engineering design from being “the 
language used to tell fabrication and 
assembly where to make their cuts” to “the 
language of innovation”.

“The engineer can take on some aspects of the 
artist and try to improve or increase the salability of 
a product or machine by. . .having a keener 
sensitivity for the market and for the kinds of things 
people want or don’t want.” 

– John E. Arnold
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In 1987 John Arnold went West. 
He joined Stanford University where he was the founder 
 of the Design Division of the Mechanical Engineering 



Believed that engineers should bring a “human-centric” 
approach to solving problems. 


Created an engineering course called How to Ask a 
Question because “Each of mankind’s advances 

was started by asking the right question”. 



John Arnold

Professor of Mechanical Engineering

Founder of Engineering Design program at Stanford University

David Kelley

Mechanical Engineering degree from Carnegie-Mellon

Masters Degree from Stanford in Engineering Design

Founder of IDEO, a product design consultancy
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Professor of Mechanical Engineering
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David Kelley
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Masters Degree from Stanford in Engineering Design

Founder of IDEO, a product design consultancy



John Arnold

Professor of Mechanical Engineering

Founder of Engineering Design program at Stanford University

David Kelley

Co-Founder, IDEO

Steve Jobs

Co-Founder, Apple

Hasso Plattner

Founder of SAP

In 2004 Hasso Plattner donated 

$40 million for David Kelley to 

establish a new dedicated 
engineering design program at 

Stanford.  
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The d.school at Stanford




Design Thinking


Developed by the d.school at Stanford
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Design Thinking:

An engineering framework for creating products that succeed.



Empathy Insight Ideate Prototype Test



Empathy Insight Ideate Prototype Test



Empathy Insight Ideate Prototype Test

Don’t build anything until you fully understand (empathize 
with) the customer and what that customer cares about, 
what their daily life looks like, what points of pain they 
experience in their life, etc. 



Empathy Insight Ideate Prototype Test

After fully understanding the 
customer and market, what insights 
have we uncovered?


What problems do customers have 
that no one is solving for them 
today?



Empathy Insight Ideate Prototype Test

Brainstorming (the fun 
part!). Come up with 
ideas on how we could 
solve customers’ 
problems. 


Go wild - no ideas are 
stupid at this point in 
the process. 



Empathy Insight Ideate Prototype Test

Build a prototype of 
your solution. Start by 
prototyping with 
words. Show it to 
prospective 
customers. Get their 
input. Gain insight by 
watching their 
reaction. 



Empathy Insight Ideate Prototype Test

Make refinements and show it again. 


Iterate and test, iterate and test, 
iterate and test. 


Iterate and test, iterate and test, 
iterate and test.


That’s how great products are built. 



Summary
Don’t do as I did in 2000-2001 and build a product based on your unvalidated 
assumptions. Get out there, talk to actual customers, and build a product based 
on validated understandings. 


The only thing that matters is getting to product/market fit. 


Getting efficiently to product/market fit can be facilitated by using the concepts 
of Customer Development and Design Thinking. 


What you think would be a cool product is meaningless. What matters is what 
customers think. 


An MVP is not something you build to show, it’s something you build to learn 
from. 





Entrepreneurship.
“Entrepreneurship is the pursuit of opportunity, 
without regard for resources currently controlled.”

Professor Howard Stevenson

Harvard Business School
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A 3-person startup in San Diego set out to create a water displacement 
fluid that would protect aerospace parts from rusting.

 
They tried many different formulas, and their first 39 attempts failed. 
Finally water displacement formula 40 worked. 


In 1973, the company had an IPO. The stock price increased by 61% on the 
first day of listing.


Today, the product is used by 60% of all businesses and 80% of all 
American households.


A story of startup failure: 
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Today it’s a $350M/year company. 


WD-40

(because they failed the first 39 times.)



“I've missed more than 9,000 shots in my 
career. I've lost almost 300 games. Twenty-six 

times, I've been trusted to take the game 
winning shot and missed. I've failed over and 

over and over again in my life. 

And that’s why I succeed”. 


- Michael Jordan, NBA Hall of Fame
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Business Model
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“A business model describes the

rationale of how an organization


creates, delivers, and captures value”
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The Business Model Canvas
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Product Market
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Medical research shows 
that a healthy breakfast is 
an important way to start 
the day, and yet many busy 
professionals and families 
don’t have the time to 
prepare a healthy breakfast 
for themselves every morn-
ing.

For busy people who 
want to eat healthy, 
Breakfust is a subscrip-
tion-based service that 
delivers fresh, healthy 
breakfasts directly to 
your home or office.

Unlike other food delivery 
companies, we are 
uniquely focused just on 
delicious, healthy break-
fasts.

A pasionate founding 
team, laser-focused on 
healthy breakfasts for 
our customers and a 
proprietary technology 
platform. 

Working parents. 

Busy millenials.

Health-concious singles.

Seniors.

We think that working 
parents will be our early 
adopters because they 
are time-contrained and 
care about family health. 

Initially we will sell direct 
to consumers via our 
website.. 

Down the road we may 
partner with parent and 
health organizations as a 
sales channel. 

In addition to being 
healthy, our breakfasts 
are genuinely delicious!

1. Number of new 
subscribers each month. 

2. Churn rate.
Health organziations that 
may endorse our product. 

Significant initial costs to develop the 
software and the menu items. 

Operating costs plus COGS. Key will be 
keeping kitchen waste low. 

- Home subscriptions. 
- Company office subscriptions. 

Down the road there may be opportunities for sponsored 
product placement (branded ingredients). 
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Significant initial costs to develop the 
software and the menu items. 

Operating costs plus COGS. Key will be 
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- Home subscriptions. 
- Company office subscriptions. 

Down the road there may be opportunities for sponsored 
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tion-based service that 
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breakfasts directly to 
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Unlike other food delivery 
companies, we are 
uniquely focused just on 
delicious, healthy break-
fasts.

A pasionate founding 
team, laser-focused on 
healthy breakfasts for 
our customers and a 
proprietary technology 
platform. 

Working parents. 

Busy millenials.

Health-concious singles.

Seniors.

We think that working 
parents will be our early 
adopters because they 
are time-contrained and 
care about family health. 

Initially we will sell direct 
to consumers via our 
website.. 

Down the road we may 
partner with parent and 
health organizations as a 
sales channel. 

In addition to being 
healthy, our breakfasts 
are genuinely delicious!

1. Number of new 
subscribers each month. 

2. Churn rate.
Health organziations that 
may endorse our product. 

Significant initial costs to develop the 
software and the menu items. 

Operating costs plus COGS. Key will be 
keeping kitchen waste low. 

- Home subscriptions. 
- Company office subscriptions. 

Down the road there may be opportunities for sponsored 
product placement (branded ingredients). 
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Medical research shows 
that a healthy breakfast is 
an important way to start 
the day, and yet many busy 
professionals and families 
don’t have the time to 
prepare a healthy breakfast 
for themselves every morn-
ing.

For busy people who 
want to eat healthy, 
Breakfust is a subscrip-
tion-based service that 
delivers fresh, healthy 
breakfasts directly to 
your home or office.

Unlike other food delivery 
companies, we are 
uniquely focused just on 
delicious, healthy break-
fasts.

A pasionate founding 
team, laser-focused on 
healthy breakfasts for 
our customers and a 
proprietary technology 
platform. 

Working parents. 

Busy millenials.

Health-concious singles.

Seniors.

We think that working 
parents will be our early 
adopters because they 
are time-contrained and 
care about family health. 

Initially we will sell direct 
to consumers via our 
website.. 

Down the road we may 
partner with parent and 
health organizations as a 
sales channel. 

In addition to being 
healthy, our breakfasts 
are genuinely delicious!

1. Number of new 
subscribers each month. 

2. Churn rate.
Health organziations that 
may endorse our product. 

Significant initial costs to develop the 
software and the menu items. 

Operating costs plus COGS. Key will be 
keeping kitchen waste low. 

- Home subscriptions. 
- Company office subscriptions. 

Down the road there may be opportunities for sponsored 
product placement (branded ingredients). 
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Medical research shows 
that a healthy breakfast is 
an important way to start 
the day, and yet many busy 
professionals and families 
don’t have the time to 
prepare a healthy breakfast 
for themselves every morn-
ing.

For busy people who 
want to eat healthy, 
Breakfust is a subscrip-
tion-based service that 
delivers fresh, healthy 
breakfasts directly to 
your home or office.

Unlike other food delivery 
companies, we are 
uniquely focused just on 
delicious, healthy break-
fasts.

A pasionate founding 
team, laser-focused on 
healthy breakfasts for 
our customers and a 
proprietary technology 
platform. 

Working parents. 

Busy millenials.

Health-concious singles.

Seniors.

We think that working 
parents will be our early 
adopters because they 
are time-contrained and 
care about family health. 

Initially we will sell direct 
to consumers via our 
website.. 

Down the road we may 
partner with parent and 
health organizations as a 
sales channel. 

In addition to being 
healthy, our breakfasts 
are genuinely delicious!

1. Number of new 
subscribers each month. 

2. Churn rate.
Health organziations that 
may endorse our product. 

Significant initial costs to develop the 
software and the menu items. 

Operating costs plus COGS. Key will be 
keeping kitchen waste low. 

- Home subscriptions. 
- Company office subscriptions. 

Down the road there may be opportunities for sponsored 
product placement (branded ingredients). 
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that a healthy breakfast is 
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the day, and yet many busy 
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don’t have the time to 
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for themselves every morn-
ing.
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want to eat healthy, 
Breakfust is a subscrip-
tion-based service that 
delivers fresh, healthy 
breakfasts directly to 
your home or office.

Unlike other food delivery 
companies, we are 
uniquely focused just on 
delicious, healthy break-
fasts.

A pasionate founding 
team, laser-focused on 
healthy breakfasts for 
our customers and a 
proprietary technology 
platform. 

Working parents. 

Busy millenials.

Health-concious singles.

Seniors.

We think that working 
parents will be our early 
adopters because they 
are time-contrained and 
care about family health. 

Initially we will sell direct 
to consumers via our 
website.. 

Down the road we may 
partner with parent and 
health organizations as a 
sales channel. 

In addition to being 
healthy, our breakfasts 
are genuinely delicious!

1. Number of new 
subscribers each month. 

2. Churn rate.
Health organziations that 
may endorse our product. 

Significant initial costs to develop the 
software and the menu items. 

Operating costs plus COGS. Key will be 
keeping kitchen waste low. 

- Home subscriptions. 
- Company office subscriptions. 

Down the road there may be opportunities for sponsored 
product placement (branded ingredients). 
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don’t have the time to 
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for themselves every morn-
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tion-based service that 
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Unlike other food delivery 
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fasts.

A pasionate founding 
team, laser-focused on 
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We think that working 
parents will be our early 
adopters because they 
are time-contrained and 
care about family health. 

Initially we will sell direct 
to consumers via our 
website.. 

Down the road we may 
partner with parent and 
health organizations as a 
sales channel. 

In addition to being 
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are genuinely delicious!

1. Number of new 
subscribers each month. 
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Health organziations that 
may endorse our product. 

Significant initial costs to develop the 
software and the menu items. 

Operating costs plus COGS. Key will be 
keeping kitchen waste low. 

- Home subscriptions. 
- Company office subscriptions. 

Down the road there may be opportunities for sponsored 
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