DISCIPLINED ENTREPRENEURSHIP
A Systematic Approach

Disciplined Entrepreneurship
This is the book that every entrepreneur has been looking for: a systematic approach to
entrepreneurship. Whether you’re an aspiring startup or growth oriented entrepreneur, a corporate
intrapreneur, or an entrepreneurial educator, Disciplined Entrepreneurship is for you. Bill Aulet distills
concepts and tactics from many other books and his decades of learned experience with startups at
MIT into 24 clear and doable steps. Aulet backs up his advice with examples from his own startup
experiences, as well as businesses designed by his students at MIT.
The language is a bit overwhelming at times – your head might spin as you try to distinguish your
Beachhead Market, End User, Persona, TAM, and Core – and the whole process may seem like a lot of
work, but no one ever said that entrepreneurship was easy. But the price of failure is much higher.
Disciplined Entrepreneurship will provide you with a step-by-step approach to cover all the bases and
help de-risk your startup or growth initiative. Once you’ve learned the process, it will continue to guide
you on an iterative and spiraling approach towards specificity in customer intimacy and product market
fit. The book is also especially useful for understanding key metrics for partners and investors.

Overview of the 24 Steps
Step 0: Getting started
There are three starting points for entrepreneurship: a technology, an idea, or a passion. If you have a
passion but no specific idea or technology, do some introspection to identity options for the best use of
your knowledge, skills, connections, financial assets, and work experience. Another approach is to start
by identifying a specific problem you have and brainstorming potential solutions.
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Step 1: Market segmentation
To segment your market, start by brainstorming all the possible markets and industries that could use
your solution. The best approach is to go after a new market, rather than trying to sell to everyone or
capture a piece of an existing large market.
The next step is to narrow the list down to 6-12 markets based on selection criteria like; customer has a
compelling reason (extreme pain and sense of urgency) and funding to buy the product, accessibility to
your sales force, strength of or entrenched competition, can this market lead to other follow on
markets, and does it align with the values, passions, and goals of the founders.
Finally, do research on selected markets by talking to customers and observing them, making sure to
be open to new information and not just trying to sell them on your solution at this stage. You want to
clearly understand their pain points and where they want immediate relief. Customer intimacy is
critical to finding product market fit.
Step 2: Select a beachhead market
To select a beachhead market, continuing using the same criteria as before: whether those customers
have money and a reason to spend it, whether you can reach them and beat the competition, what
possibilities it opens up in future markets, and alignment with passion and values. Your objective is to
pick a beachhead market that you can dominate quickly and one that is strategic for access to follow on
markets. Your beachhead should be small enough to win and big enough to matter.
With limited time and resources, it will be critical to pick just one beachhead market and deselect all
others. You need to focus all your sales and marketing resources on one target. Ultimately, you are
looking for a homogeneous group of buyers that think, act, and buy similar products for similar
reasons, and they talk to one another. Creating word of mouth (WOM) in a single beachhead market is
critical to early success and growth.
Step 3: Build an end user profile
Develop an End User profile to focus your development and future marketing efforts. Your End User
Profile should contain demographics (age, sex, education level, income, marital status, occupation,
religion, family size, etc.), psychographics (activities, interests, opinions, attitudes, values, motivations,
behaviors, etc.) and geographic information (place of work, residency, rural, city, urban, etc.). It’s ideal
if a founder, or at least an employee, fits into this category.
Step 4: Calculate the total addressable market (TAM) size for the beachhead market
The TAM is the amount of annual revenue you could earn if you achieved 100 percent market share.
TAM equals the number of total users multiplied by revenue. Calculate number of users using both
bottom-up (customer lists, trade associations) and top-down methods (market reports) to verify.
Calculate estimated revenue based on what your customers spend already and how much value you’re
providing. You should aim for a TAM of $20-100 million. If it’s more than that, you need to segment
further. If it’s less, your beachhead market may not be worth going after.
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Step 5: Profile the persona for the beachhead market
Choose a real person to be your Persona (preferably a customer) and develop a description of them,
including their photo, backstory, job, salary, purchasing criteria (in order), and as many defining
details as you can gather. The great part about having a real person is that you can always go ask them
about an issue you are trying to resolve about the product, pricing, marketing approach, etc. and get
their response.
Get the whole team involved in this process. The goal is to help you settle questions in the future about
your customer, how to sell to them, which direction to take, etc. The Persona helps to align your staff
internally on who the customer is.
Step 6: Full life cycle use case
Many organizations develop a customer Use Case to understand how the customer will use their
solution. A Full Life Cycle Use Case goes much further including how the customer discovers they
have a need, how they research and find a solution, analyze it, pay for it, get support for it, buy more of
it, and tell others about it. This type of in-depth knowledge about the customer is gold and critical to
development of customer intimacy and finding product market fit.
Step 7: High-level product specification
It’s not time yet to build a prototype. Prototypes cost time and money. Once developed, people
become attached to their prototype and much energy is spent on proving the prototype, not necessarily
listening to the customer.
A better approach at this stage it to create a visual representation of your product: storyboards or
wireframes for your website, or diagrams for your device. The goal here is simply to iron out
disagreements and misunderstandings among the team. Then, create a brochure that focuses on
features and functions, and more importantly, benefits for the customer. Use the brochure to continue
to iterate with your customer to find product market fit.
Step 8: Quantify the value proposition
If you can’t measure the value your solution provides from the customer’s perspective, you don’t know
the customer well enough. Focus on the extreme pain and sense of urgency that your customer has to
solve a problem. How do they measure their problem?
Make a diagram that shows the status quo of the customer as well as the quantitative benefit the
customer gets out of your solution – in time, money, or whatever their top priority is for
measurement. Use real numbers. Err on the side of under promising and over delivering.
Step 9: Identify your next 10 customers
To ensure you are on the right path, try to identify 10 customers who are similar to your Persona and
willing to buy. You do this by actually talking to them and trying to validate your full lifecycle use
case, high level product specification, and quantified value proposition. If they’re on board with
everything, then you can ask for a commitment to buy; if not, go back to the drawing board and revise
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your assumptions. (That’s part of the process; after all, your assumptions are only estimates.) If you
have tried and tried and can’t find 10 customers, it’s possible you need to change your Persona or even
look into a new beachhead market.
Step 10: Define your Core
Define your Core – your “secret sauce” that uniquely qualifies you to provide your solution to the
customer. This is an internal riddle and sometime difficult to identify. Characteristics of your core
include; unique and difficult to duplicate, grows over time, and provides an important tie to your value
proposition. Your culture will be the silent supervisor guiding all employees and their every action to
protect your core.
Your core is something you will continually work to develop and will guide your efforts in planning
and executing any strategy. It might be the network of users you’ve built up, fantastic customer
service, low cost, or user experience. It usually isn’t your intellectual property, speed of innovation,
first-mover advantage, or exclusive contracts with suppliers.
Step 11: Chart your competitive position
Competitive positioning is critical for your customers to understand and analyze your solution against
current market providers and other early innovators like you. You can help your customers evaluate
your solution by making a competitive positioning chart: a two-dimensional graph that plots the
customer’s top two priorities on either axis. Put yourself and your competition on the chart – you
should be in the top right corner. And make sure your competitive position makes use of your Core – if
not, you may need a different market opportunity.
Step 12: Determine the customer’s decision-making unit (DMU)
Mapping the customer’s decision-making unit is another steps towards customer intimacy. Map out all
the people who influence the purchasing decision. Participants could include the end user, primary
buyer, champions, influencers, people with veto power, and the purchasing department (for B2B). You
may have to learn to sell to, or at least neutralize, some of these other parties.
Step 13: Map the process to acquire a paying customer
Refer back to your Full Life Cycle Use Case. Now, create a step-by-step timeline of the time involved
for a customer to determine a need for your product, find out about it, analyze it, acquire it, install it,
and pay for it. Estimate how long the sales cycle will be, and any big obstacles you might encounter in
budget, regulations, or compliance. All of this information will be useful in your go-to-market strategy
and in determining your cost of customer acquisition.
Step 14: Calculate the TAM size for follow-on markets
Make a list of 4-6 follow on markets you may choose to enter following success in your strategic
beachhead market. This could involve selling other products to the same customers, or selling the same
product to an adjacent market. Calculate the TAM of these follow on markets the same way you did in
Step 4, but without devoting as much time to it (maybe only 1/10 of the time). To raise significant
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funding or build a big business, the overall TAM of your beachhead and follow-on markets (less than
10) should be over $1 billion.
Step 15: Design a business model
Your business model defines how you extract value from your customers, and most entrepreneurs
don’t spend enough time thinking about this. How much value does your product provide to your
customer and when? Which ways of capturing value (better, faster, or cheaper) match up best with the
customer’s focus? Refer back to your value proposition. How will you extract lifetime value and
drive revenue growth through product plan expansion and a whole product solution?
Take a look at business models like: upfront charge and a maintenance fee; cost plus or hourly/daily
rates; subscription, leasing, licensing, or franchise models; per transaction or usage fees; third party
advertising or data mining and reselling; or low initial cost and upselling with high margin products.
Today, many companies use products as a Trojan horse for a software as a service (SaaS) business
model. Remember that freemium, “we’ll figure it out later”, and personal consulting are not good
business models. Then, brainstorm your own innovative model, and pick a good one – it’s hard to
change later.
Step 16: Set your pricing framework
Don’t set your price based on your costs, but set it based on the value you provide to the customer. A
good price point is around 20 percent of that value. Also take into consideration key prices in the DMU
(like budget caps) and the price of your competitors’ products. Remember that you can offer different
prices to different customers, and make sure to give discounts to early testers or influencers. Finally,
it’s better to have a high price and lower it later than vice versa.
Step 17: Calculate the lifetime value (LTV) of an acquired customer
The new unit or micro-financials of Lifetime Value (LTV) and Cost of Customer Acquisition (COCA)
provide significant insight into the viability and sustainability of an organization even before you
launch. Similar to financial spreadsheets, micro-financials can also reveal a lot about the financial
skills of the leadership team. Do they understand these numbers, what goes into them, and how to
manage or adjust them?
A number of calculations go into accurately determining the LTV of a customer. Initially you want to
look at revenue streams, gross margins (average sale price - cost of goods), life of product, retention
rates for reoccurring revenue, and rate of repurchasing for products. One of the most overlooked items
is cost of capital that can easily range from 35-70% for a new company. Note that the bottom line for
understanding LTV is about profit, not revenues. You’ll discover that factors like your business model,
gross margins, retention rates, and ability to upsell have a large impact on your LTV.
Step 18: Map the sales process to acquire a customer
You don’t have a business until you have a paying customer. So mapping the sales process to acquire
paying customers is a top priority. This is information will help you develop your go-to-market sales
strategy. Refer back to your customers full life cycle use case to understand how your customer will be
searching, analyzing and making a decision to buy your product.
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Figure out how the sales process will work in the short, medium, and long term. In the short term, you
are generating demand on your own, often using salespeople or inbound marketing, email, and social
media. In the medium term, orders flow in regularly and you can focus more on retaining existing
customers and upselling; you may even use distributors at this stage. In the long term, you’re mostly
focused on client management and fine tuning your digital marketing approach to decrease human
touch and increase conversion rates at each stage of the sales process.
Step 19: Calculate the cost of customer acquisition (COCA)
Cost of Customer Acquisition (COCA) is the sales and marketing expense side of your microfinancials. COCA can be hard to calculate and is typically underestimated. But it is critically
important. A high COCA to LTV ratio is one of the biggest reasons organizations fail. They may be
losing money the whole time and not even know it. Calculate COCA from the top down: take your
overall sales and marketing costs for the year and divide it by the number of new customers you
acquired during that time. To reduce your COCA, think about reducing direct sales, automating
customer acquisition, improving conversion rates and lead quality, decreasing the sales cycle, and
generating word of mouth.
Step 20: Identify key assumptions
Whether doing a startup or scaling your organization, both initiatives are based on numerous risks and
assumptions. Which assumptions pose the greatest risk to success? This could include such things as
cost of goods calculations, customer’s pain points and sense of urgency, value proposition,
commitment of critical partners, and customer decision making unit and process. Identify your 3-5 top
assumptions that haven’t been tested. Be sure to think about assumptions that are the riskiest, have the
longest lead time, or prove to be the costliest if invalidated.
Step 21: Test key assumptions
Once you’ve identified your top 3-5 assumptions that could derail the organization if they prove to be
invalid, focus your attention on designing the cheapest, quickest, easiest tests you can think of to refute
or validate your key assumptions. If your critical assumption is cost of goods, send a request for bid to
a manufacturer to get real numbers. If it’s validation of your customer’s top pain points, sense of
urgency, or value proposition, ask if they will buy, place a down payment, or provide a letter of intent.
For a hardware product you could try a Kickstarter campaign and for SAAS models you could run A/B
testing pages.
Step 22: Define the minimum viable business product (MVBP)
MVBP is the minimum viable product version that allows a team to collect the maximum amount of
validated learning from the customer with the least amount of effort to achieve the ultimate goal of
product market fit. The “B” in MVBP is different from the lean startup model that focuses on a mock
up or vaporware, not a real product. In Disciplined Entrepreneurship, your MVBP is a minimum
viable REAL product that you can sell and generate income.
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An MVBP is something that the customer gets value out of, pays for, and can provide feedback on. It
should allow for testing of your key assumptions and ongoing iteration with your customer for product
market fit. Your MVBP should balance simplicity and sufficiency.
Step 23: Show that “the dogs will eat the dog food”
Take your MVBP to customers and validate that they will buy it, get engaged with it, and recommend
it to their friends. It will be valuable for future development and sales to measure as many aspects of
this process as possible.
Step 24: Develop a product plan
Take some time to plan what features you’ll add to the MVBP for your beachhead market, and what
adjacent follow on markets you’ll enter next (and how you’ll have to adapt the product for them). This
is especially important as you think about expanding from the early adopter/innovator market focused
on an innovative product or service to crossing the chasm and landing on the beach of the early
mainstream market that demands a whole product solution with proven performance. Don’t spend too
much time on this project at this stage – the idea is simply to think about your options.
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