The Grid — The master model behind business success
To succeed, every business must pursue three goals: desirability, proﬁtability and longevity. These goals are affected by three forces: the customer, the market, and the organization itself.
This reveals a grid of nine factors that together determine the success of every business. Each box contains three essential elements, deﬁned below.

A LT E RN AT I V ES & S U BSTI TU TE S

OFFERINGS

O R G A N I Z AT I O N

Alternatives are direct rivals, like competing airlines. Substitutes are
indirect rivals, like an airline competing with a train.

PR OP OS I T I O N

The product or service proposition is the concept the customer is buying into.
Customers must have clear, obvious reasons to choose it over alternatives.

Sales volumes are determined by the quantities people buy, and the
frequency with which they buy them.

W IT H CUSTOME RS

Powerful buyers can drive down your margins, so it’s important to consider
your bargaining power with customers and how it might be changing.

W IT H SUP P LIERS

Bargaining power with suppliers is equally important. Powerful suppliers can
also turn the screw on you — growing their proﬁts at the expense of yours.

R ULE S & R EG ULAT IO NS

Fixed costs, like rent or salaries, stay the same regardless of how much you
sell, affecting your break-even point and subsequent proﬁtability.

B RAN D APP E A L

VA R I A B L E CO ST S

C U STOM ER E X P E R IE N C E

CAP ITA L EX PE ND IT URE

The expectations and associations people have about your business — its
brand appeal — affect the desirability of all your products and services.

If your website is confusing, staff are impolite or returning damaged goods
is difﬁcult, desirability will suffer — no matter how good your product.

WE'RE HERE TO HELP:

Variable costs depend on volumes — like the materials needed to make
products. Cars have high variable costs compared to software, for example.

These are longer-term investments, like factories or equipment. Their impact
on proﬁts are spread over the useful lifetimes of the assets.

Visit www.methodical.io to learn more about the grid and how it can help your startup, business or project succeed.

People can’t become customers unless they know you exist. Raising and
maintaining awareness is vital to building and keeping your customer base.

ACQUISITIO N

Awareness should lead to acquisition — new customers joining your business.
There’s no customer base if people won’t buy what you’re offering.

R ET EN T IO N

LEGAL PR OT ECT IO N

Legal protection — patents, trademarks and copyright — can prevent rivals
from copying you.

D UR AB LE ADVAN TAGES

Durable advantages — such as a unique cost structure, product ecosystem
or network effects — can make your business challenging to imitate.

COMP ETITOR LAG

Every business must comply with basic regulations that limit their power
— like tax, or health and safety laws — as well as industry speciﬁc regulations.

F IXE D COST S

AWARENESS

Your customer base won’t grow if existing customers leave at the same rate as
new ones join. Retention — keeping hold of your customers — is often crucial.

IMITABILITY

Where your business is located and the area you cover impact the size of
your opportunity, the regulations you must meet, and the rivals you face.
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VO LU M E

BARGAINING POWER

T E RR I TORY

P RIC E

CUSTOMER BASE

B A RRI E RS

Barriers prevent customers from achieving their goals or adopting your
offering. A skill required or incompatible technologies for example.

Your product or service category determines the intensity of the rivalry.
Customers like buying from clear categories where comparison is easier.

Your revenue model is how you make money: a ﬁxed price, or charging
by the hour, for example.

Pricing typically has the most powerful impact on proﬁtability. Undercharge
and you leave proﬁt on the table. Set prices too high and volume suffers.

Every product or service is a means for customers to achieve a goal they
care about. You bait the hook with what the ﬁsh wants to eat!

CAT E G O RY

R EV EN UE MOD EL

LONGEVITY

You can make yourself inimitable by moving faster than rivals, or forcing
them to make difﬁcult trade-offs that slow them down.

ADAPTABILITY

C U STOM E R G OA L S

REVENUES

C U STOM E R VA LUE S & BE L IE F S

Customers prefer products and services that reﬂect their values, beliefs or
self-image: like riding a Harley, or believing the more megapixels the better.

P R O F I TA B I L I T Y

COSTS

WANTS AND NEEDS
RIVALRY

MARKET

CUSTOMER

DESIRABILITY

CASH P OSITION

If you run out of cash, you cannot continue to operate the business. The
stronger your cash position, the greater the scope of options you can pursue.

SCA LA BI LITY O R CAPACI TY

Operating at full capacity leaves you unable to plan for the future. If your
business cannot scale it cannot grow.

COMP LEXITY & RIGIDITY

Complexity and rigidity within a business can make getting new ideas off the
ground or changing direction agonizingly slow — if not impossible.

