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Our success at Amazon is a function
of how many experiments we do per
year, per month, per week, per day

Jeff Bezos
CEO, Amazon

Why
is this valuable?

Whether you have launched your product

or you are starfing tfo explore new ideas or
features for a longstanding product, you are
usually in a space of maximum uncertainty.
You have many questions about what
elements of the solution are working and why.
In these instances, it is important to divide your
solution, and acquisition and retention efforts,
into what is known and what is unknown,

to ensure ongoing improvement towards
product-market fit. Rather than guess at the
answer to these questions, we suggest that
you exploit experiments. Experiments are a
powerful tool for starfups. They encourage
tfeams to pause and test assumptions before
barreling forward with a complete solution
that might not work.

Experiments help startups articulate what
hypotheses need to be proven and o
approach them in a rigorous, cost-effective
way. The team decides what questions need
to be answered about how users experience
the product, and then designs a low-fidelity
model (or two) to share with users for
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observation and feedback. For instance, you

could test customers’ perceived value of your
product based on various taglines, or their
willingness to buy and/or use your product
depending on how the offer is articulated.
You could also test the right fime and place
to encourage users to refer others. Such tests
allow you to make informed decisions so that
you invest your time and effort where it makes
sense to grow the business. Experimentation

is not just a tool, but a mindset. All team
members need to buy info the method of

experimentation.
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How
do you test idease

The first step is to identify your key hypotheses
(our chapter on value propositions can help),
and decide which ones to test. Next, decide
which experiment method to deploy. A
minimum viable product (MVP), for example,
is a type of experiment that allows you to
observe how potential users might respond to
your initial, early-stage offering. It is important
to identify your riskiest assumption/hypothesis
(i.e., what users want, how the design should
work, what messaging to use), and then

find the easiest, fastest possible way to test
those assumptions. Then, use the results of the
experiment to correct the course and further
progress to product-market fit.

The list below can help you decide what
type of experiments fo conduct, and how
to create a framework to collect valuable
results. Costs vary depending on the type of
experiment you select.

When
should you do it?

You can start testing and measuring your
solution as soon as it's launched, and
provided you're testing just one variable

at a fime (fo ensure you can attribute any
differences in results to your experiment), this
process can occur on an ongoing basis. This
helps ensure confinual product improvement.
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We believe you should make experimentation
part of your startup culture. Instead of

relying on assumptions, use experiments to
generate data (see our chapter on data

to learn how to collect and analyze it), to
guide your decision-making when it comes to
understanding what to do, when and how.

That said, adopting an experimental mindset
and embedding it into the company’s
processes won't be easy. It requires buy-in
from the entire tfeam, and realization that
your great ideas are just hypotheses that can
be validated (or, more likely, invalidated).
Experimentation requires a lot of rigor, and
time to properly design the experiments, run
them, and extract and document learnings

over fime.

What kind
of expertise is required?

Designing lean experiments requires No
additional expertise beyond that which is
already on your team. Your CTO, product
person or anyone on your fech team who has
basic data analysis skills can get cracking. If
no one in your team can do this, it indicates
an opportunity for someone on your team to
upskill.

www.bfaglobal.com/catalyst-fund


https://bfaglobal.com/catalyst-fund/

Getting started:

Designing lean experiments

Experiments are most often used to test either marketing or product concepts. For example:

marketing experiments help ensure that your messaging resonates with customers and that

you're using the right channels. It can also aid in quantifying the expected conversion rates

against cost, while product experiments will help you confirm that customers will see value in your

proposed additions or changes, and that they understand how o use your product.

Such experiments can either be qualitative or quantitative. For instance, qualitative marketing

tests could include showing customers your marketing materials and asking for feedback re:

what is appealing to them and why. For quantitative marketing tests, such as A/B testing, you

could test two marketing campaigns targeted toward the same users, to see which one converts

customers more reliably using statistical tests as a guide.

Here are some common steps you can take to
ensure your experiments are well-designed:

1. Describe the hypothesis that you want
to test. Indicate how critical it is for your
business model.

2. Define the test you are going to run to
verify whether your hypothesis is valid or
need to be revised. Indicate how costly
and reliable this test would be.

3. Define what data you are going to
measure. Indicate how long it would take.

4. And finally, define a target threshold that

will indicate whether you can validate or
invalidate your hypothesis.
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Test Card

STEP 1: HYPOTHESIS

We believe that

STEP 2: TEST

To verify that, we will

STEP 3! METRIC

And measure

STEP 4: CRITERIA

We are right if
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A quantitative experiment in practice: A/B testing

Experiments can take various forms, but the most common type of experimentation is A/B
testing, which observes customer behaviour in response to different features, messages or
stimuli. A/B tests are randomized experiments with two variants (A & B), representing the
control and treatment groups. Ideally, you would run an A/B test for each improvement

you want to implement.

1. Identify the key behaviour you want to see from your users: Choose a metric you can
use to frack that behaviour. Use this metric ( i.e., signups, referrals, usage) to measure
the effectiveness of your test. See below for more information on metrics you can use.
Use online tools to calculate the statistical confidence level you'll need for each test.

2. ldentify the barriers that deter users from exhibiting your chosen behaviour: This could
be any sort of friction that makes it difficult for users to sign up and engage with your
product, that makes the key behaviour not sufficiently compelling, or that hides your
product’s potential benefits.

3. Establish a control and treatment group for comparison: When A/B testing, give a
sub-group (freatment group) of customers exposure to an experiment or change/
adjustment in your product. Then measure their behaviour against that of the rest of
your customers (conftrol group).

4. Change just 1 variable at a time between your freatment and control groups: For
example, you could present two versions of your product homepage and measure
which one results in higher sales conversions. Keep all other aspects of the product
exactly the same while the two homepages are up so as to ensure that any
difference in sales can be attributed to the homepage design.

5. Control for other factors that could affect your results: Test with a roughly similar
freatment group when compared to the control group. This ensures it is the variable
you changed (and not the preferences of the treatment group of customers) that
explains differences in outcomes. Pay attention fo how your experiments could be
affected by things like climate, time of day or seasonality, the gender of participants,
social class, and other factors.

6. Timebox your experiments: You may feel the desire to continue running the
experiment “just a little while longer” in the hopes of getting better results. The
problem is that when left unchecked, weeks can easily turn into months, unnecessarily
risking your precious fime and resources. Instead, it may be useful to set a fime limit at
which point you will evaluate the outcomes of your experiments.
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When deciding how to execute your experiment, your approach will depend on factors like
the level of detail you need, the resources you have available, how far along in your product
development process you are, etc. Approaches will vary based on how closely your test
represents the real product (known as fidelity), and how much the customer can interact with
the MVP relative to a live product (interactivity). A few product experiments approaches, in
order from low to high fidelity/interactivity, include:

Sketches

Sketches have the lowest fidelity and

lowest interactivity, but are extremely

low-cost and easy to rapidly iterate.
They can be a useful way to test
marketing concepts or user experience
features. Pen & paper is a helpful tool for
sketches.

Mockups

Mockups are the next level up in fidelity,
and look much more like the final
product than a wireframe. Mockups
often include visual design details,
images, etfc., instead of placeholders as
in the wireframe. For example, they can
help designers decide which icons most
resonatfe with users. InVision and Figma
are helpful tools for mockups.

Wireframes

A wireframe is a visual guide that
illustrates the skeletal framework of a
product, typically a website or mobile
app. Wireframes offer improved fidelity
over sketches as you can give a sense
of the product components and how
they might be arranged. They can help
startups make decisions about how
fo organize a home page and iterate
quickly without spending time on a full
design.

Concierge MVPs

These allow you to test your product or
service live using manual workarounds or
hacks, instead of a full-blown backend.
Using a “concierge” MVP involves doing
everything for early customers by hand,
not automated by tech, and works
best for services that require a lot of
interaction and input from customers.
Zapier is a helpful fool to enable some
automations.
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Interactive prototypes

Prototypes are not quite fully functional,
but they provide a level of interaction
beyond a clickable mockup. They give
users a fairly complete experience of the
product so that the tfeam can observe it
and receive feedback.

Live product

A live product has the highest fidelity
possible, so it can help you generate

feedback on things like how the product

looks and behaves in different contexts
that you would not get from lower
fidelity options.
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A qualitative experiment in practice: Interviews for product MVPs

Once you have an MVP, take a structured approach to testing it with users. We suggest the
following:

1. Develop a test script for the entire conversation, including the steps you want the user
to take. Test it on your team members first. An MVP test will likely take 1-2 hours per
person.

2. Start by spending a few minutes getting to know the user in question, and setting
expectations for the experience. Make sure they know you want them to give honest
feedback, even if it is negative. Ask how they feel about what they are using now,
how it works, and their current frustrations.

3. Ask questions and observe, but don’t lead. If a customer does something curious, ask
them why they took that action: “I see you did this, can you tell me why?2”

4.  Ask open questions, which begin with “why”, “how”, and "what”, rather than
questions with yes/no responses. Write your questions in advance so that you are not
distracted.

5. If the user has challenges understanding or using the product, your job is fo
understand the issue - not o help them - so you can keep the test as realistic as
possible. After the test wraps up, you can answer questions or respond to the
challenges they had, but don't interrupt to problem solve or guide (to the extent
possible).

6. Don't forget to ask if they would like to be nofified when the product comes out!

7. Finally, as a thank you - consider giving them a token gift for their time.
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O LB (T \A  Cowrywise

Nigerian micro-savings provider Cowrywise used simple experiments to understand what
marketing strategies could improve referral rates. The experiments gave them clear, reliable
answers within a few short weeks, and indicated what strategies to pursue in the longer term.

© © i

Challenge Action Result

Cowrywise knew that Cowrywise ran an By using an experimental

users loved their product, experiment to compare framework, Cowrywise was
but referral rates were how the placement of their able to draw clear conclusions
frustratingly low. They referral program link in the about the efficacy of their
needed to find a way to app would impact referral change and start to consider
increase referral rates. rates. new approaches as well.

©)

Challenge

Cowrywise, a micro-investment platform for underserved, digitally-native consumers in Nigeria,
was steadily growing its customer base. However the growth team noticed that only a small
percentage of customers were coming from referrals. They were puzzled because ratings and
reviews from customers were extremely positive, indicating they might be naturally inclined to

recommend if to friends and family.

The team suspected referral rates were low because the mechanism that enabled users to make
referrals via the app was cumbersome. Cowrywise realised they needed to do something about
this but weren't sure about the right approach. Rather than guessing, they decided to run two

experiments fo test which method would give them more referrals from existing customers.

O

Action

Cowrywise came up with two hypotheses about how to increase rates:

1. People need to be triggered to make referrals and will respond to one-off campaigns.
Reminders, together with incentives, deployed at critical points in the customer fimeline
during which they are feeling positive about the brand, can help to drive referrals.
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2. People make referrals when it is easy and top-of-mind, so making Ul adjustments to increase
the prominence of the referral mechanism and enabling “one-click” execution can help to

drive referrals.

They also came up with three thresholds of success to measure their hypotheses against so that
analysis would be quick, easy, and protected from post-hoc rationalizations. These thresholds for

SuUccess were:

1.  Anincrease in the average number of referral-related sign-ups per month, by 1,500. Goal
was defined as 3,000 referrals a month, 100 a day.

2. Anincrease in the number of users that become referrers after three months, to 8% (currently
at X%).

3. Conversion rates from sign-ups to savers should remain unchanged (between X% and Y%).

To test [SSESN the team came up with an email campaign that reminded users to refer their
friends to Cowrywise in a systematic way; after 3, 6, 9 and 12 months of use. They used Customer.
io to send users an email containing a prompt to refer their friends. Further, those that didn’t
respond fo the email would receive a push nofification the following week with a monetary

incentive to refer a friend.

©,

Hi Ayoola,

When you created your Cowrywise account, you trusted me to help with your
savings and investment. That is quite a bold step. | must say that | am proud

of you.

Last night, | was thinking you might have some friends you'd love to
introduce to the Cowrywise family. @

To welcome them, | have NGN250 cash if they signup with your link or invite

Wednesday, June 27

code and start saving and investing.
Also, you earn NGN250 for being a great friend. Simply tap "Refer Your
Friends" to make this happen. Finally, you can read about the referral . YOUR APP NAME

program here. Ope
Ayoola, how about referring Cowrywise to a

friend? You'll both get gifts. &
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To test [gijelelial=HE7] the team redesigned the home screen to make the referral prompt more
aftention-grabbing and to highlight the monetary incentive.

Hi X
agp HiJavier

e

Jovier Linares

RuEerisTENss

Enep going, yousve

om Eonks & Cards started makng measy
FricEs! -
WIIW PORTEOLID
a Raferral Pragram
Chat With Us :
o i~ Get Free N 250
Rufer and gt pokd far weeny ¥
About Covwrrwkss Frignd that signs up and saves

£F Settings

Build Emergency
o Funds

Build an ococessible fund o
Rate App Yaramsn & 7 Ter lite's surpries /l ‘

d

Result

Experiment one produced disappointing results. Although delivery rates were high, email proved
fo be a questionable channel for calls-to-action; open rates were low at ~15%, and, even worse,
click-through rates were only 1%. Even though the team fried two different email variations,
neither met the thresholds for success.

As expected, email is a questionable channel for call-to-action. Poor open rate
~15% open rate, 1% click

EMAIL TOTAL SENT OPEN RATE TRACKED LINK CLICKS CONVERSION RATE
All Email 17,273 13.2% 1.4% 0.1%
matls emails sent 2,275 opened 242 clicked 12 converted
N 8,602 e 14.4% B 1.5% 0.1%
9 ' / \
=oAL 50% Email 1 emails sent /1,238 opened \ 129 clicked 5 converted
| H
\ o ! 9 %
@ B 50% Email 1 8,671 . 12.0% , 1.3% 0.1%

emails sent %, 1,038 openeg’ 113 clicked 7 converted

Email A has slightly better open rate

For email, delivery rate is high, but open and click rate is low
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Overall, daily referrals increased slightly, but the team wasn’t sure it was because of the emaiil.
They were able to use failed email deliveries as a control group to conclude that the email did
increase conversations, but not at rates that would enable them to consider the campaign a

success.

Email Status Push Status #Users # Ambassadors # Referral Conversion

Bounced Delivered 6 0 0 0%
Failed 8 0 0 0% Impacted by the Compoign
Not sent 44 0 0 0%

Clicked Delivered 30 5 8 16.67% Not |mpacted
s & S o ke Used to select control
Not sent 194 21 33 10.82% aroup

Delivered Delivered 1,071 9 21 0.84%
Failed 1,833 16 42 0.78%
Not sent 11,998 20 kil 0.47%

Opened Delivered 161 3 5 1.86%
Failed 223 4 6 1.79% Control Group: 0.5% conversion
Not sent 1,657 20 37 1.21% Treatment Group: 1%

Suppressed Failed 2 0 0 0% conversion
Not sent 5 0 0 0%

Total 17,353 138 238 58.25%

In conftrast, the results from the test for hypothesis 2 were clear cut. The team’s dashboard
illustrated a clear “new equiliorium” demonstrating referral rates that were substantially higher
than they were previously.

Moved referrals from side To home screen
menu
< HiJevier Instantly increased daily
referrals
o
Javier Linares Number of Referrals Activated per Day
@useri578986
110
20
88
Keep going, you've % 84 83
ing, 80) 80 7
R e taking money a0 74 ThEra 74
moves! e
VIEW PORTFOLIO » @ 70
s Referral Program T g0 5 87
é 54
@ 50
A ChatWith Us $ GetFree N 250 = 41 49 42 41 42
an e
Refer and get paid for every > da
About Cowrywise friend that signs up and saves 30
20
£ Settings 10
- =
Build Emergency -
Logout Elnds July 1,2020 August 1,

Build an accessible fund =
Rate App Varsion 671 forlife’s surprises {I \

Although the experiment did not meet the thresholds for success, it confirmed that users make
referrals when it is easy and top-of-mind. The team was able to take that insight and transform it
into further Ul adjustments to increase prominence of the referral mechanism and enable “one-
click” execution. They continue to use experiments to consistently increase referrals, iterating on
their strategy in each round.
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Resources:

> Designing strong experiments
Well designed experiments can further
strengthen the evidence you get, which
will increase your confidence in making
decisions.

> Test and Learning cards by Strategizer.

A/B testing resources:

> A Beginner’s Guide to A/B Testing
In this guide, Just Eat Senior Product
Designer Kein Stone discusses what A/B is,
why you should do it, and its limitatfions.

> Opfimizely
Optimizely is a digital experience
platform, empowering teams to deliver
optimized experiences across all digital
touchpoints. The Optimizely platform
technology provides A/B testing and
multivariate testing fools, website
personalization, and feature toggle
capabilities.

> Visual Welbsite Optimizer
VWO is the market-leading A/B testing
tool that fast-growing companies use
for experimentation & conversion rate

opftimization.

> Convert
Convert is another A/B testing tool. It
enables you to onvert more visitors, plug
revenue leaks, and save on testing fool
costs with Convert Experiences.

>  Google Optimize
Google Opftimize is a free website
optimization tool that helps online
marketers and webmasters increase
visitor conversion rates and overall visitor
satisfaction by continually testing different
combinations of website content.
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Amazon A/B Testing Service

Amazon A/B Testing service is an effective
tool to increase user engagement and
monetization. It allows you to set up two
in-app experiences.

Modesty
Modesty is a simple and scalable split
testing and event tracking framework.

A/B Test Calculator

This simple calculator that tells you each
variations conversion rate to help you
determine whether A was better than B

or vice versa.

Calculate how long you should run an
A/B test

Put in a few metrics and this tool tells you
for how many days you should run your
experiment for.

A Massive Social Experiment On You Is
Under Way, And You Will Love It

This article explains the benefits of A/B
testing, with real-world examples - it
should hit home.
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https://www.strategyzer.com/hubfs/Assets%20-%20Downloads/the-test-card-1.pdf
https://www.strategyzer.com/hubfs/Assets%20-%20Downloads/the-learning-card-1.pdf
https://www.invisionapp.com/blog/ab-testing-beginners-guide/
https://www.optimizely.com/
https://vwo.com/
http://www.convert.com/
https://marketingplatform.google.com/about/optimize/
https://developer.amazon.com/it/search?query=A%2FB+Testing&page=1
https://github.com/causes/modesty
http://www.abtestcalculator.com/
http://www.experimentcalculator.com/
http://www.experimentcalculator.com/
http://www.forbes.com/sites/parmyolson/2015/01/21/jawbone-guinea-pig-economy/
http://www.forbes.com/sites/parmyolson/2015/01/21/jawbone-guinea-pig-economy/

About Catalyst Fund

Catalyst Fund, managed by BFA Global, is a global accelerator that supports inclusive tech
innovators and facilitates the growth of innovation ecosystems in emerging markets. The
Catalyst Fund Inclusive Fintech Program, supported by the UK Foreign, Commonwealth and
Development Ofice (FCDO) and JPMorgan Chase & Co., and fiscally sponsored by Rockefeller
Philanthropy Advisors, provides startups with catalytic grant capital, bespoke venture building
support from emerging markets and fintfech experts and access to a global network of
investors and corporate partners, while sharing learnings and insights with the broader inclusive
tech ecosystem. Its mission is fo accelerate the development of affordable, accessible and
appropriate digital financial solutions to improve the financial health of the world's 3 billion

underserved. Its focus markets include Kenya, Nigeria, South Africa, Mexico, and India.
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