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Agenda
• Entrepreneurship  and  Health  IT
• The  Idea
• The  Customer
• The  Opportunity
• The  Company
• Evaluation  and  Planning
• Designing  and  Innovation
• Financing
• Competition



Learning Objectives
• Outline  and  illustrate  the  process  of  developing  a  health  IT  idea  into  
entrepreneurial  reality

• Discuss  considerations  for  collaborators,  advisors  and  strategic  partners,  
as  well  as  allied  solutions

• Evaluate  appropriate  methods  of  protecting  intellectual  property,  assessing  
markets  and  determining  how  to  reach  customers

• Identify  sources  of  capital  and  what  each  type  of  investor  offers  to,  and  
demands  from  the  innovator



Entrepreneurship  is  the  Soul  of  Health  IT.

Innovators  are  the  builders  of  the  
Health  Information  Technologies  that  enable  or    
and  enhance:

Patient  Satisfaction

Treatment  and  Clinical  Advances

Use,  Analysis,  Hosting  and  Transmission  of  Data

Patient  Engagement  and  Population  Management

More  efficient  care  for  a  more  cost  effective  health  
care  system

http://www.himss.org/ValueSuite



Jobs are for people…
• ……Who  can’t  handle  Entrepreneurship



Health IT Entrepreneurship
Unique  Challenges  for  Health  IT  Innovators

●Barriers  to  Entry:  Licensure,  Accreditation,  Adoption
●Reimbursement  System
●Who  Can  Own/Get  Paid/Refer  Business
●Data  Ownership  and  Utility
●Who  is  the  Buyer?    Who  is  the  User?
●Purchasing  Cycles
●Incentives  for  Use/Nonuse
●Privacy  and  Security  (and  its  more  than  HIPAA)



Who Chases the Dream and How
• 100%  Have  an  idea
• 60%  Discuss  the  idea  with  an  acquaintance
• 40%  Research  existing  products/businesses
• 25%  Consult  with  a  friend  in  target  market  
• 21%  Write  a  business  plan
• 20%  Make  a  sale
• 19%  Build  a  business  website
• 18%  Seek  independent  market  expert
• 13%  Explore  financing  options
• 10%  Test  demand
• 9%  Design  a  prototype



Entrepreneurship Fundamentals
• Still  Apply.    Even  in  Healthcare.

– Problem  Identification
– Solution  Feasibility
– Market  Opportunity/Competitive  Advantage
– Customers/Purchasers/Users
– Financing  the  Dream  (Investors)
– Living  the  Dream  (Operations)



The Idea

• All  ventures  start  with  The  Idea
– Identification  of  the  Problem
– Proposal  of  a  Solution
– Understanding  how  the  Solution  fits  in  the  healthcare  
ecosystem  and  with  other  related  or  competing  solutions

– Healthcare:  Disjunction  of  Problem  from  Incentive  for  Solution







We now consider the two key components of the overall canvas:  Customer Segments –
i.e. for whom are we creating value – and Value Proposition – i.e. what value do we 
deliver.

It is at the intersection of these two components that successful companies are created –
at the point where customer/consumer need meets the attributes of our product; 
this convergence is referred to as fit.

FIT



Each half of the value proposition canvas is split into three portions.

The Customer segment considers:

Customer jobs – what is it that your 
hypothetical customers are trying to 
achieve, in either their lives or their careers?

Customer pains – what obstacles/burdens 
do your customers feel/deal with as they go 
about their jobs/lives?

Customer gains – what new benefits 
would accrue to a customer who used your 
product?

is there a problem worth solving?

am I building something people want?



The Value component considers:

Products & Services – what are the 
features included in your product?

Gain creators – what things could your 
customers do with your product that they 
cannot do now?

Pain Relievers – what pains that your 
customers now suffer would be alleviated by 
using your product?



Finally, we put the two sides of our value proposition canvas together to determine FIT.

FIT

Does the list of products and 
services line up with the 
customers’ jobs?  Are you 
building something that they 
need?
Do your pain relievers align 
with your customers’ pains?  
Do you gain creators align with 
your customers’ wants and 
needs?
The value proposition canvas approach is important because it considers the notion of fit
from the perspective of customers, who are, after all, going to be the ones who buy or 
don’t buy your product.

Hard to do well… you have to get out of sales mode.

This is a critical time in the development of your company; failure is OK but the key to 
surviving failure is to fail as fast as you possibly can.



What’s next?

What we have now – when all of this is complete – is a starting point for exploration.  You 
have a hypothesis that now needs to be tested.

What you now need to do is get out of the building and spend time talking to 
prospective customers and TEST your hypotheses.



Blank’s methodology is based on what he calls Customer 
Development; the first two components – Customer Discovery, 
and Customer Validation – create and test innovation.

The number one rule about customer development is that there are no facts inside the 
building: the only way you can discover if your hypotheses are valid is to get outside and 
test your hypotheses.

The input you get from these people will either confirm your original hypothesis, or provide 
the input you need to modify the hypothesis, pivot to a new hypothesis, or pitch the 
whole thing and start something else.



A team of IDEO designers was working for Gyrus ACMI to develop new otolaryngology
tools. In the early stages of the design process, the team was consulting a group of
surgeons. During the meeting, a designer who wanted to articulate an idea scrambled
together some odds and ends in the office and put together the above prototype. The
surgeons immediately resonated with the prototype and started discussing further
points of interest and improvement. After several cycles of development and
refinement, IDEO ultimately delivered the Diego Powered Dissector System, pictured
below.

1.  Works-like prototypes



2.  Feels-like prototypes 3.  Is-like prototypes

4.  Looks-like prototypes



Clearly identify the questions to be 
addressed by each prototype

Recognize that different types of 
prototypes will be required 

Isolate the most important blocks of 
your innovation

Understand what is known and what 
must still be learned

Use what is learned to develop better 
specifications for your final product



Now…	  take	  your	  product	  to	  your	  consumers,	  and	  test	  your	  hypotheses	  about	  a	  value	  
proposition.

It	  is	  VERY	  important	  to	  remember	  that	  customer	  
discovery	  is	  NOT	  a	  focus	  group;	  treating	  it	  like	  a	  focus	  
group	  will	  get	  you	  to	  assemble	  a	  laundry	  list of	  
everything	  that	  the	  consumer	  can	  possibly	  dream	  of;	  
what	  that	  will	  do	  is	  lead	  you	  to	  spend	  too	  long	  spending	  
too	  much	  money	  to	  develop	  a	  product	  that	  is	  some	  
combination	  of	  too	  expensive	  and	  too	  complicated	  for	  
anyone	  to	  actually	  use.

Rather,	  your	  goal	  at	  this	  point	  is	  to	  figure	  out	  if	  you	  have	  develop	  a	  solution to	  a	  customer	  
problem that	  they	  are	  willing	  to	  pay	  for.

To	  do	  this,	  we	  need	  answers to	  three	  questions:

Do	  we	  really	  understand the	  customer’s	  problems?

Do	  customers	  care	  enough about	  the	  problem	  to	  pay	  for	  a	  solution in	  a	  way	  that	  
makes	  us	  money?

Will	  they	  care	  enough	  to	  tell	  their	  friends/family/colleagues?

















Initial	  Concept	  
Selection

IP,	  regulatory,	  
business	  models

Concept	  exploration	  
&	  testing Final	  selection

Multiple	  
concepts

Viable	  
concepts

Leading	  
concepts

Final	  
concept



Evaluating the Opportunity
• Identifying  market  for  the  Solution
• Understanding  the  market
• Valuation  of  market  for  the  Solution
• Resources  Needed  

– To  Develop  the  Solution
– To  Scale  the  Solution
– To  Build  a  Company  Around  the  Solution
– To  Reach  Customers  for  the  Solution
Resources  include  Human  Capital,  Financial  Capital,  Intellectual  
Property,  Tangible  Property,  Relationships



Human Capital
• How  Building  a  Team  for  a  New  Venture  is  Like  Recruiting  for  College  
Sports:
– No  Cash
– All  About  the  Education
– Any  Payoff  is  in  the  Future
Spousal  Significance
How  to  Identify  the  Founding  Team

Skills
Experiences
Relationships
Timing:    How  to  Prepare  to  Change  the  Team  when  the  needs  of  
the  company  change  (i.e.,  Pete  Best  or  Ringo  Starr?)  



How to Evaluate and Plan
• Understanding  the  Market  and  Customers
• Revenue  Models  and  Forecasting
• Financing
• Protecting  the  Assets



Actually Serving Customers

“Experience  is  a  dear  school  but  fools  will  have  none  other.”    Benjamin  Franklin
Single  Biggest  Concern  of  First  Adopters:    Will  the  darn  thing  work  as  described?
Single  Biggest  Complaint  of  First  Adopters:    Will  they  ever  deliver?
What  happens  when  it  doesn’t?
The  most  successful  entrepreneurs  are  not  the  ones  who  invent  the  best  solutions    
They  are  the  ones  who  listen  to  their  customers  tell  them  why  and  how  the  solutions  are  not  working  
AND
Fix  the  problem.



Capitalization
• How  to  Finance  Your  Business
• How  much  money  is  needed  and  when
• Double  it.
• No,  Triple  it.
• Realistic  Budgeting.    Investors  know  the  difference.
• What  Comes  with  Other  People’s  Money?

– Other  People
– Their  Relationships
– Their  Ideas
– Their  Discipline

• No,  everyone  does  not  get  money  thrown  at  them
• Yes,  if  you  think  so  then  it  is  clearly  the  lawyer’s  fault.





Types of Financing
• Internal  Financing  – Founders,  Friends,  Family,  Evaluating  Expenses  
(Yum  Ramen  Noodles  again)

• Joint  Ventures,  Strategic  Alliances,  Dealmaking
• Customers  - Bootstrapping
• Commercial  Lenders  - Banks  &  S&Ls,  Finance  Companies
• (asset-based  lenders),  Life  Insurance  Companies
• Equity  Investors  - Private  Individuals/  Angels,  Employees
• (ESOPS),  Corporations,  Venture  Capital,  Institutional  Investors
• Government  - Small  Business  Admin.,  SBIC’s,  MESBIC,  SBIR
• Private  Placements  - Sale  of  equity  through  an  agent
• IPO



Types of Financing 

38%  Commercial  Bank  Loans
34%  Credit  Cards
30%  No  Financing  at  All
20%  Vendor  Credit
16%  Personal  Loans  or  Leasing
3%  Selling  Accounts  Receivable
3%  Asset-based  Lending
2%  Private  Placement
>2%  Venture  Capital  &  Angel  Investors  (private  equity)
>1%  IPO



Evaluating the Competition

Rule:    If  you  cannot  identify  a  competitor,  
….  either  there  is  no  market  or  you  are  not  looking  hard  enough.
● Current  Solutions
● Direct  Competitors
● Indirect  Competitors
● Alternatives
● Competitive  Advantage
● Uniqueness  and  Security  of  Asset
● Anticipated  Market  Response



Questions
• Eric  J.  Toone,  PhD,  Vice  Provost,  Professor  and  Chairman          

Duke  University    Innovation  and  Entrepreneurship  Initiative
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