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Introduction: Customer Development i
Health Technology
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Steve Blank's "Four Steps to the Epiphany" revolutionized startup methodology
industries, but perhaps nowhere has its impact been more profound than in

healthcare technology. As healthcare entrepreneurs navigate complex regulatory
landscapes, multi-sided markets, and entrenched stakeholders, Blank's fundame
insight—that startups are not simply smaller versions of large companies—prov
essential guidance through treacherous waters. His Customer Development

framework offers health tech innovators a structured pathway to validate assum;

before burning through precious capital and time.

The healthcare technology landscape constitutes one of the most challenging yet
potentially rewarding entrepreneurial environments today. With healthcare sper
approaching a quarter of GDP and digital health investment breaking records ye
after year, the opportunity to create meaningful, transformative solutions has ne
been greater. Yet the digital health graveyard continues to expand, filled with we
funded startups that built impressive technology but failed to find sustainable n
fits.

Adam Robinson, CEO of Retention.com who scaled his business to $25M ARR
without external funding, considers this book his most influential read, with the

takeaway: "Build your audience of buyers before you launch, or you're screwed."



principle holds particular resonance in health tech, where sales cycles are notori

long and stakeholder alignment is extraordinarily challenging.

The Product Development Trap in
Healthcare Innovation

Traditional product development follows a seductively linear path: conceive an i
build a product, test it, and launch—all before truly understanding whether

customers want or need the solution. This approach assumes market knowledge
most startups simply don't possess and healthcare entrepreneurs, in particular, «

afford to embrace.

In health technology, the product development trap manifests distinctively. Clin
founders often build solutions for problems they've personally experienced with
verifying whether those problems are widespread or significant enough to suppc
business. Technical founders frequently develop sophisticated algorithms or

platforms without understanding clinical workflows or reimbursement pathway:
Both approaches lead to the same outcome: elegant solutions in search of proble

worth solving.

Consider the countless Al diagnostic tools developed in isolation from clinical

workflows, or the patient engagement platforms built without input from actual
patients. Adherence to this product-first methodology has led many health tech
startups to build sophisticated solutions that ultimately fail to address real-worl

healthcare problems or integrate into existing systems.

Customer Development: The Health Te
Alternative

Blank's Customer Development framework provides an alternative to product-c
thinking that has particular relevance in healthcare. This methodology places
customer discovery and validation before significant product development, ensu

entrepreneurs build solutions that address genuine needs and have viable paths



market. The four steps—Customer Discovery, Customer Validation, Customer

Creation, and Company Building—create a roadmap through healthcare's comp

For health tech entrepreneurs, this approach provides a structured path througt
healthcare's complexity. Rather than assuming they understand the needs of pat
providers, payers, or pharmaceutical companies, founders must get out of the bt
(or hospital) and engage directly with these stakeholders before committing

significant resources to development.

The Customer Development methodology directly challenges the "build it and t
will come" mentality that has plagued healthcare innovation. Many digital healt]
startups have raised substantial capital based on promising technology, only to

discover that their assumed value proposition doesn't resonate with actual healt
stakeholders or that their go-to-market strategy fails to navigate the sector's uni

purchasing dynamics.

Step 1: Customer Discovery in Healthc
Technology

In Customer Discovery, entrepreneurs move from abstract hypotheses about the
product and market to concrete feedback from potential customers. This proces
begins by articulating and testing core assumptions about the problem, solution

business model.

For health tech startups, Customer Discovery involves untangling the web of
stakeholders who might influence purchase decisions. A digital therapeutic for
diabetes management, for instance, requires understanding the perspectives of
patients, endocrinologists, primary care physicians, insurers, pharmacy benefit
managers, and possibly employers. Each stakeholder has different needs, pain pc

and evaluation criteria.

Blank emphasizes asking fundamental questions during this phase about wheth
customers recognize having the problem you're trying to solve, if they would bu

solution, if they would buy it from you, and whether you can build a viable busit



around this. In health tech, these questions must be expanded to address healthe
multi-sided markets, including who experiences the problem most acutely, who"
pay to solve it, what regulatory barriers might prevent adoption, how the solutio
integrates with existing workflows, and whether the solution requires changes t«

reimbursement models.

Blank's mantra "get out of the building" takes on special significance in healthc
where understanding context is critical. For health tech entrepreneurs, this mea
observing clinical workflows in person, shadowing providers, interviewing patie

about their experiences, and mapping the patient journey across care settings.

The founders of Flatiron Health exemplify this approach. They immersed thems
in oncology clinics before developing their cancer-focused EMR and data platfos
understanding the unique documentation requirements in cancer care and the

fragmentation of oncology data, they built a solution that addressed genuine pai
points for oncologists while creating a valuable real-world evidence resource for

researchers.

Step 2: Customer Validation in
Healthcare

In Customer Validation, entrepreneurs develop and test a sales roadmap to conf
that customers will pay for their solution. Healthcare presents unique challenge
during this phase, with long sales cycles, complex purchasing committees, and u

decision-making authority.

Health tech entrepreneurs must identify a beachhead market—a specific segmer
where they can gain initial traction and validate their approach before expandin,
This might mean targeting a particular specialty, clinical condition, or care setti

where the pain point is most acute and stakeholders are most receptive to innov:

The Customer Validation phase also involves validating pricing and business mc
which presents specific challenges in healthcare. Value-based care initiatives ha

created new reimbursement models and incentive structures, while traditional f



for-service models persist in many contexts. Entrepreneurs must determine not
whether their solution provides value, but whether that value can be captured w

existing payment frameworks or requires new reimbursement pathways.

Livongo (now part of Teladoc) exemplifies successful Customer Validation in he:
tech. The company recognized that diabetes management represented a significe
pain point for self-insured employers facing rising healthcare costs. By focusing
initially on this segment, Livongo validated both its solution and business mode
before expanding to other chronic conditions and customer segments. Their app
of demonstrating ROI through reduced healthcare costs provided a clear value

proposition that resonated with payers and employers.

Step 3: Customer Creation in Healthca
Technology

Once a healthcare startup has validated its customer and product hypotheses, it
to Customer Creation—generating end-user demand and scaling sales. This pha
involves different strategies depending on whether the startup is entering an exi

market, resegmenting an existing market, or creating an entirely new market.

For health tech entrepreneurs, market creation often proves necessary when
introducing novel technologies or business models. Telemedicine companies hac
create new markets by changing provider and patient behavior while simultaneo
advocating for regulatory changes and new reimbursement codes. This market
creation requires significant investment in education, advocacy, and ecosystem

development.

In existing markets, health tech startups must position themselves against estab
competitors and clearly articulate their differentiation. This might involve

demonstrating superior clinical outcomes, improved workflow efficiency, better
experience, or more favorable economics. Remote patient monitoring companies
entering the established cardiac monitoring market, for instance, had to demons
both clinical equivalence to traditional monitoring and operational benefits that

justified switching costs.



Market resegmentation strategies have proven particularly effective in health tec
Companies like One Medical resegmented primary care by targeting urban

professionals willing to pay membership fees for enhanced access and experienc
This approach allowed them to establish a beachhead before expanding to serve

broader populations through employer and insurance partnerships.

Step 4: Company Building in Healthcar
Technology

The final step, Company Building, transitions the organization from learning an
discovery to execution and growth. In healthcare, this phase often involves build
specialized teams to address regulatory compliance, clinical validation, and

stakeholder education—functions that might be less critical in other industries.

Healthcare technology startups must navigate regulatory requirements that vary
solution type and target market. Those developing software as a medical device 1
FDA expertise, while those handling protected health information need privacy
security specialists. Companies selling to enterprise healthcare organizations ne
implementation teams familiar with integration challenges and procurement

processes.

This phase also involves establishing the metrics and processes that will guide tl
company's growth. For health tech startups, these metrics might include not jus
traditional SaaS metrics like customer acquisition cost and lifetime value, but al
healthcare-specific measures like clinical outcomes, provider adoption rates, anc

health economic impact.

Successful health tech companies recognize that scaling requires building capab
that address healthcare's unique characteristics. Veeva Systems, which provides
solutions for life sciences companies, built domain expertise in pharmaceutical
regulatory requirements and sales processes. This industry-specific knowledge
allowed them to scale from a single CRM product to a comprehensive platform

serving multiple functions across life sciences organizations.



Applying Customer Development to
Common Health Tech Challenges

Challenge 1: The Multi-Stakeholder Problem

Healthcare's notorious complexity stems partly from its multi-stakeholder natur
where those who use a product, those who choose it, those who benefit from it, ¢
those who pay for it are often different entities with misaligned incentives. Blan
methodology helps entrepreneurs navigate this complexity by systematically

identifying and engaging each stakeholder group.

During Customer Discovery, health tech founders must map the full constellatic
stakeholders and understand each group's unique needs, constraints, and decisis
criteria. A medication adherence solution, for instance, must address patient
convenience, provider workflow integration, pharmacy operations, and payer

economic interests to succeed.

The Customer Validation phase then helps entrepreneurs prioritize which
stakeholders are most critical to early adoption and how to craft value propositic
specific to each group. Successful digital health companies develop stakeholder-
specific messaging that addresses the unique concerns of each audience while

maintaining a coherent overall narrative.

Challenge 2: The Regulatory Landscape

Healthcare's regulatory complexity presents another significant challenge for
entrepreneurs. From FDA clearance processes to HIPAA compliance to state-spe
telehealth regulations, navigating this landscape requires specialized knowledge

careful planning.

Customer Development helps entrepreneurs address regulatory challenges by
incorporating regulatory considerations into their core hypotheses. Rather than

treating regulation as a separate workstream, successful health tech founders in



regulatory pathways in their customer discovery process, engaging with complia

officers, legal teams, and regulatory experts as part of their stakeholder interviey

This integration of regulatory thinking into Customer Development allows

entrepreneurs to identify the most efficient regulatory pathways and incorporate
compliance requirements into product design from the beginning. Companies li
Pear Therapeutics, which pioneered the prescription digital therapeutic categor
engaged with FDA officials early to establish appropriate regulatory frameworks

their novel products.

Challenge 3: Clinical Validation Requirements

Healthcare solutions often require clinical evidence demonstrating safety, efficas
and economic value. This validation process adds time and cost to product

development but is essential for gaining provider trust and payer reimbursemen

Blank's methodology helps entrepreneurs address this challenge by incorporatir
validation requirements into the Customer Discovery and Validation phases. By
engaging with clinical stakeholders early, entrepreneurs can identify what evide

will be required for adoption and design appropriate validation studies.

Digital health companies like Omada Health and Virta Health recognized that
traditional RCTs would be necessary to convince providers and payers of their
solutions' value. By incorporating these studies into their development roadmap
designing them to address specific stakeholder concerns, they generated evidenc

accelerated commercial adoption.

Challenge 4: Integration into Clinical Workflov

Healthcare technology must integrate seamlessly into existing clinical workflow:
achieve adoption. Solutions that increase provider burden, regardless of their cli

value, face significant adoption barriers.

The Customer Discovery phase helps entrepreneurs understand these workflows

detail before designing solutions. By shadowing providers, mapping process flov



and identifying pain points in current operations, health tech founders can desij

solutions that reduce rather than increase workflow friction.

Companies like Augmedix recognized the documentation burden electronic hea
records placed on physicians. Through extensive shadowing and workflow analy:
during Customer Discovery, they developed a documentation solution that redus

physician administrative time while improving note quality.

Conclusion: Why Blank's Framework
Remains Essential for Health Tech
Founders

"Four Steps to the Epiphany" provides healthcare technology entrepreneurs witl
structured approach to navigating an industry where mistakes are costly and sec
chances rare. The healthcare sector's unique characteristics—complex stakeholc
systems, regulatory constraints, clinical validation requirements, and entrenchec
workflows—make Blank's emphasis on customer discovery before product

development particularly valuable.

By thoroughly understanding the problem space and validating solution approac
with real stakeholders, health tech founders can avoid the common pitfall of bui
technically impressive products that fail to gain market traction. The methodolc
focus on developing repeatable sales processes addresses healthcare's notoriousl
and complex purchasing cycles, while its emphasis on market creation strategies

entrepreneurs navigate resistance to innovation.

As Adam Robinson observed, building your audience of buyers before you launc
essential to avoiding failure. In healthcare technology, where development cycle:
long and pivots expensive, this advice holds particular resonance. By embracing
Blank's Customer Development framework, healthcare entrepreneurs can incres
their chances of creating solutions that not only address important problems bu
succeed commercially in one of the world's most challenging and rewarding

industries.
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