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Innovation is at the core of most successful German Mittelstand companies. However, many of
those companies lay their focus on improving their core offerings as opposed to looking into
business model innovation. With an R&D budget way above the German average, they traditionally
are still hesitant to invest heavily into developing new business models.

Nevertheless, this trend is clearly changing. At the moment, we observe more and more Mittelstand
companies launching new digital business models. Some of them become very successful, others
fail. Management's main job in this process is to identify good ideas, validate them quickly, and
eventually turn them into viable businesses.

In this whitepaper, we want to share our experience on how to successfully build a new business

on the foundations of an existing company. First, we will introduce you to our theoretical
framework and then walk you through how we approach it in practice, step by step.
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Overview and Framework

At wattx, we usually start with a small team and follow a clear step-by-step approach in order to

robustly validate our ideas. There are several frameworks that can be applied to structure both the
idea validation as well as the venture building process. Of all the frameworks out there, we have

settled on the Double Diamond (see below) as it has proven to be best applicable to our projects in
practice. The Double Diamond is characterized by its ‘divergent’ and ‘convergent’ thinking: In the
beginning, many ideas are generated through extensive research, before refining and narrowing
them down to the best ones. This process is repeating itself twice in this model - firstly, to validate
the problem definition with actual users and, secondly, to create the best solution for the identified
problem area.

During the process of actually building the solution, it is important to always test and improve the

product upon receiving feedback. We do this by following the Lean Startup methodology of
Build-Measure-Learn.
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Our process: A combination of the Double Diamond and Lean Startup

Conduct
the research

However, more important than a sophisticated process is the proper execution of the project, a
dedicated and committed team working on it, and the courage to make mistakes. In the following,
the four required phases, as depicted in the illustration above, are explained in further detail by
providing concrete examples of what needs to be done in each.



Phase 1: Discover the Problem

Discover

In the beginning, it is necessary to learn more about the
general field of interest and identify problems that are
worth solving. This phase usually starts with some simple
desk research which should be focused on the intended
user and on general market trends.

Conduct the
research

Once a general understanding is created, user interviews
should be conducted. We suggest talking to at least 5
users per identified target group in order to get a detailed
understanding of what problems and pains they
encounter in their day to day. It is important to ask open,
Conduct the unbiased questions and let the interviewee talk as much
as possible.
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After having conducted desk and user research, you
should now be able to describe the problem(s) faced by
the industry.

Checklist to finish the ‘Discovery’ phase

Questions to answer Deliverables

How do the (industry) processes look Visualized value chain
like at the moment? or process map

Who are the relevant stakeholders in Stakeholder map
the process?

What are the key user pain points and Summary of the main
needs in the existing process? problems

How does the market look like and Market overview (incl.
what are key trends? solutions) and trends




Case Study - Discover the Problem
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An internationally operating manufacturer of printing inks approached us with the idea of
building a digital solution that helps their customers, i.e. printing companies, to predict
and thus optimize the final color result of their flexible packaging printouts.

The solution was inspired by the pain of industrial printers that operate on flexographic
and rotogravure machines, as with those, machine operators need to take a lot of
different parameters and influencing factors into account and often have to experiment in
order to achieve a brand owner’s intended color result. Think of Coca Cola’s signature
bottles: For the recognition value of the brand, the packaging color has to meet the exact
Coca Cola red, otherwise, the prints will not go into retail.

Most of the adjustments and tweakings done are based on an operator’s experience, and
still, the trial and error experiment phase can become costly quickly - with each failed
test print, time as well as valuable resources, including substrates and ink, are wasted.

Essentially, through a really good relationship with their customers and a deep knowledge
of their processes and pains, our customer came up with the idea of tackling this process
pain point.

The role of our wattx team was to consolidate all information available to our client and
to research the flexible packaging printing market in detail. We visualized the process
steps of typical printing companies and created an in-depth stakeholder map.

However, while interviewing experts and potential users of the solution, we found out that
the majority of printing companies require further process optimization and related
solutions before implementing a highly advanced color prediction tool. As a result, we
drew up an in-depth process map and highlighted problems for each of the process steps
(including production planning, color prediction, changeovers, inventory management,
etc.). Eventually, we combined all of our findings and insights with general market trends
in the flexible packaging industry and, after a joint constructive discussion with our client,
defined a roadmap of potential problems to solve.



Phase 2: Define the Problem

Once the problem(s) are identified, they need to be Defime

investigated further in order to define them in more
detail. (Remember: Most startups fail because they do
not solve a well-defined problem.) To do that, all o
gathered (user) insights and problems need to be e
consolidated and transformed into opportunity areas,
and the potential customers and users (personas)
benefiting most from a potential solution need to be
established. Here, it is important to create a fictional
profile rooted in real user data to create an
understanding of their needs and goals. If necessary,
additional user interviews can be conducted to gain even
deeper insights and fill in knowledge gaps.
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If you decide to go for additional user research, we’d
advise you to also investigate which workarounds or
technological solutions your users currently adopt in
order to solve their problems and whether there are
already existing solutions in the market.
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Checklist to finish the ‘Definition’ phase

Questions to answer Deliverables

How might we solve these user pain Prioritized summary of
points? the opportunity areas

Who are the target customers? Profile of a typical
customer

What technology is currently used in Tech landscape
the process?

What other solutions/competitors are Competitor map
out there?




Case Study - Define the Problem

Viessmann’s most important partners are

installers. Installers make sure that s

Viessmann products are installed properly at VI E MAN N
the end customers’ premises. In this B2B2C s

business model, Viessmann’s goal is to

enable their partners to be as efficient as

possible.

So, wattx came together with the Viessmann sales team to analyze how we could best
support installers in gaining more project work and thus handling (public) tenders.
Participating in projects that are publicly tendered typically entails loads of preparation
work, including a lot of paperwork and many forms that need to be continually filled in for
each tender to be submitted. This, together with usually strong competition, discourages
many installers to participate in public tenders, which leads to missing highly lucrative
business opportunities.

During the problem definition phase, we first set out to analyze online platforms that are
used for public tenders, in order to comprehend the underlying processes and how
tenders are submitted and handled, and later identified competition clusters. Since there
are many regional platforms and no harmonization on a national level in Germany, we
transformed a problem that was repeatedly mentioned during our user interviews into the
following opportunity area:

Problem: Existence of many different (regional) platforms and services where
tenders need to or can be submitted - Opportunity area: Creation of a
standardized tender platform

In the next step, we asked our potential target customers what kind of information they
would need to properly reply and apply to a tendered project. Many installers mentioned
that tenders always need to be submitted until a certain date. To include a mandatory
binding offer, however, installers are required to request offers from their own suppliers
(e.g., Viessmann). This process can be lengthy, as many suppliers need to be contacted,
which can get tight with deadlines. That pain point lead us to the following opportunity
area:

Problem: Long waiting times for offers from suppliers - Opportunity area:
Reduction of Viessmann internal response times

In this second stage, it is not required to come up with solutions yet. The goal is rather to
define relevant opportunity areas that could be tackled. In this project, together with the
Viessmann team, we identified seven opportunity areas and prioritized three of them for
the next, the prototyping phase.



Phase 3: Prototype the Solution

In phase three, the goal is to on identified
opportunities, come up with potential solutions, and
create first prototypes of those. To do that, a
cross-functional team (at wattx typically involving UX,
Tech, and Business Development) should gather to
brainstorm ideas on how to fix the most pressing issues
defined in phase two. Ideally, the team ends up
generating more than one idea and creating

for each one, briefly describing the potential
concept in order to be able to test and choose later on.

Pro‘&o{jPe

Profotype,
fest,
analyse

Ideate Evaluate ideas,
create concepfs

Afterwards, all concepts are jointly rated and prioritized
and a is mapped out for the most
promising ideas. Those different value propositions are
tested with the intended users again. Ideally, a

- an interactive demo (incomplete
program) of a user interface - is used for those testing
sessions in order to avoid investing too much time and
effort into development before having validated the idea.
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Once the prototype(s) have been tested, the ideas need to be further narrowed down to the most
promising ones. We suggest comparing their potentials by assessing the

of each solution. If the potential of an idea is rated highly, a high-level
including a budget plan should be created. At the end of phase three, you should have all relevant
information to make the conscious decision of further pursuing (i.e., building an MVP) or killing the
idea at hand.


https://medium.com/innovation-sweet-spot/desirability-feasibility-viability-the-sweet-spot-for-innovation-d7946de2183c
https://medium.com/innovation-sweet-spot/desirability-feasibility-viability-the-sweet-spot-for-innovation-d7946de2183c

Case Study - Prototype the Solution

A non-disclosed Mittelstand company approached us with the intention to analyze
potential digital sales channels with us. Their core business revolves around selling to
craftsmen, a user group that, typically, is not very tech-savvy and is used to buying their
working materials offline. We jointly researched and identified the pain points of
craftsmen around their procurement processes and came to the conclusion that
launching an e-commerce shop under a different brand is a great opportunity to diversify
the company’s customer base and offer a new service to (potential new) customers who
are more tech-savvy, while also trying to address the customer group that is used to
buying products offline by mimicking their experience in the webshop.

During the , We created a of the webshop and compiled
a for potential customers. We tested each part of the prototype and
quickly learned how to simplify certain processes in order to improve the user experience.
In parallel, we examined the market in detail and created a . Both
analyses formed the basis for the that we jointly developed with our client.
A strong business case was later needed to convince internal stakeholders to make the
investment decision. We supported this decision by creating a detailed product roadmap
and estimation for the MVP development costs.

Throughout the prototyping phase we were able to already identify several areas that
were either overlooked or would require more effort and work than initially anticipated. In
addition, the extensive prototyping allowed us to align more closely with the customer
needs as opposed to simply writing and discussing. Identifying and highlighting these
areas early on through prototyping enabled everyone to more accurately estimate the cost
and effort required to bring this idea to life.



Phase 4: Build the MVP

Once the decision is made that a solution is desired by customers, technically feasible, and has an
underlying viable business model, you can start building the MVP - the minimum viable product. An
MVP is the first version of a product with a basic feature set to satisfy early customers and provide
feedback for future product development. In contrast to a prototype, an MVP is an actual product
customers can already use.
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Product development should
follow an iterative process in which
new features and ideas are
continuously tested with
interested customers. At the same
time, it is important to eventually
start the sales process for the
solution - even though it might not
be perfectly developed just yet. We
advise Mittelstand companies to
not stick with their usual quality
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Checklist to finish the ‘MVP’ phase

Questions to answer Deliverables

How are we going to create value for Business model
the customer and the venture?

How are we going to price the Pricing strategy
product/service?

To whom are we going to sell? And Go-to-market strategy
how?

How are we going to present our Sales materials
solution to customers?




Case Study - Build the MVP
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Our customer Netzsch is producing industrial mills
and pumps. Within their incubator NEDGEX they
have previously developed a small prototype of a
real-time condition monitoring software called

Notify for their milling machines. The idea behind it

was to create visibility of the production facilities NEDGEK’ E::gemeer.
for Netzsch’s customers in order to extract

business-critical insights from machine data.

After receiving overall very positive feedback from their customers on the idea of the
condition monitoring software, Netzsch approached wattx in order to receive help with
transforming this basic prototype into a properly working MVP together with their
software development team.

In order to deliver a product that, on the one hand, can deliver a tangible value to
Netzsch’s customers and, on the other hand, also generates a positive impact on
Netzsch’s business, we had to consider the user, software, and business perspectives. We
formed a cross-functional team consisting of product, UX, industry experts, as well as
engineers and business professionals. In a joint effort, the team first scoped out the
necessary success requirements and, subsequently, a development plan. Once this was
confirmed by the Netzsch management, the team worked in parallel on developing and
testing the product as well as creating a fitting go-to-market strategy.

To build a product that Netzsch’s customers would love to use, we started drawing out
the typical user stories and features in detail for each persona: 1. the operator who is
working with mills, 2. the factory manager who supervises the production process, and 3.
the Netzsch customer service that is setting up new accounts in the background. In close
collaboration with the Netzsch development team and selected pilot customers, we
agreed on the final feature list and started to design, develop, and test the MVP.

While our team of engineers and designers was building the actual feature set of the final
MVP, the venture development team was working closely with industry experts and
members of different departments inside Netzsch to define a fitting go-to-market
strategy. Due to our experience from various previous projects, we have learned that the
nicest looking and best working product will not be able to deliver actual value without a
clear idea on how to drive business with the product. By segmenting Netzsch’s existing
customers and analysing potential channels, strategies, and pricing models, we were able
to identify an attractive potential business model. Moreover, by taking a deeper look into
the existing corporate structure of Netzsch, we were able to pinpoint organizational and
structural challenges that Netzsch would need to overcome. Based on that, we created a
plan on how to test the business model components (e.g. pricing) and also develop them
not in the vacuum but in Netzsch’s organizational context. Lastly, the team also
conceptualized and designed key sales and marketing materials for the Netzsch team and
helped them prepare operations for the launch of the product.


https://www.nedgex.com/en/
https://www.get-notify.io/en

Conclusion
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At this point, after going through all four
phases of the double diamond, you should
be in a good position to turn an idea into a
viable business.

However, as straightforward as the process
might look on paper, the true challenge
will be to bring it alive. Our
recommendation is to start small and
make a conscious decision after each
phase of whether it is worth pursuing the
idea further or kill it as it does not
generate any value or is not technically
feasible.

Are you interested in discussing our
approach and best practices? Let’s talk!
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