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Over half a year has passed since we dramatically changed how we 
work, consume and create. While many of us initially believed this 
shift would be temporary, it’s increasingly clear that COVID-triggered 
behavioral and psychological changes are here to stay for some time. 
Companies have been forced to figure out what these changes mean 
for their customers and what impact they will have on their business 
at a fraction of the time most of them planned such changes would take 
pre-COVID. While some firms are feeling risk-averse and retreating to 
what’s worked in the past, we would like to offer a counterintuitive 
idea: reignite a mix of experimentation at all levels of the organization.

Founders are no strangers to experimentation, of course. Deliberate innovation requires running experiments, particularly 
in the early days of growth. Modifying a product many times on the journey of finding product-market fit requires small 
experiments. Fine-tuning the business model often relies on experimentation with pricing and supply chain costs. And 
as the company grows and welcomes new members, founders find themselves experimenting with the organizational 
structure and interpersonal dynamics as they seek to drive the most efficient growth possible. 

Most of these experiments yield incremental improvements. Often lost in the drive to hit short term targets are experiments 
that have a lower probability of success, and typically a longer time to realization, but potentially much higher reward. 
In order to improve the likelihood of a company reaching full potential, founders must run an optimal mix of experiments. 
In this piece, we will revisit what it means to experiment, present some guidance for where to begin, and argue that right 
now is precisely the most opportune time to ensure your experimental portfolio includes several high-impact tests.

ISSUE 9 

Are you running 
the optimal mix of 
experiments? 

High-probability vs low-probability experimentation

The reason why founders don’t always recognize what they are doing as experimentation is because 
the majority of experiments run by firms are incremental. They are high probability wins with quick 
feedback loops, like a straightforward A/B test where the team may already have a 90% confidence 
level in their hypothesis. These high-probability wins are incredibly valuable and important to the 
day to day success of a company. Oftentimes, it is these incremental experiments which power the 
company’s ability to make continuous improvements from one week to the next. In many ways, agile 
development captures this mindset - enabling engineers to build quickly and pivot when they need to 
without any significant regrets about sunk costs. 

However, if the company’s entire innovation strategy is made up of quick-wins, they may fail to realize 
their full potential. After all, the switch from horse to car and from print to digital were not incremental 
experiments. Maximizing the expected value of a company requires operating the right mix of 
experiments, which means injecting some low-probability, high-potential-reward experiments into 
the portfolio. When we refer to experiments with a low probability of success, we mean those which 

https://www.mckinsey.com/business-functions/mckinsey-digital/our-insights/five-fifty-the-big-experiment?cid=fivefifty-eml-alt-mkq-mck&hlkid=cda50866769d4c84b4ab4692c02df663&hctky=11216573&hdpid=bbb864e8-e304-45a6-a2db-4469ef3ec992#


have a low chance of resulting in a significant positive outcome. And when we refer to high potential 
reward, we mean a large potential effect size (a meaningfully large outcome). 

We posit that there is an inverse relationship between likelihood of success and value of success, 
such that the higher probability experiments tend to have lower value outcomes (if they are more 
obvious to you, they are probably most obvious to your competitors also), whereas lower probability 
experiments tend to have much higher outcomes (if they work). And we would venture to guess that 
it isn’t linear -- shifting your portfolio to reduce the number of high probability wins such that overall 
success goes from 30% to 20% may increase expected value exponentially. 

Low-probability experiments can be intimidating. Founders typically over-index away from them as a 
company grows, particularly in environments marked by high uncertainty and increased cash constraints 
-- like the one facing most of us today. This is partly because of the cognitive bias which incorrectly 
equates experimentation with “risk.” In fact, not experimenting can be riskier, when measured against 
realizing full potential. Founders have an opportunity to maximize value by increasing low-probability/
high-reward experimentation more than ever before. Options should be created at all levels of the 
organization. Three areas where we believe it is worth rethinking your company’s mix of experiments 
are:

1.  BUSINESS MODEL: EXPERIMENT WITH THE 
CORE OF WHAT YOU’RE BUILDING. 

What if my primary revenue stream disappeared 
overnight? For example, if revenue previously 
came from activities that required people to 
be close together in physical spaces (leases, 
in-person events), can those communities be 
transitioned online? What if I dropped the price 
to free and charged differently? These are big, 
important questions which can determine the 
trajectory of your business. 

Allan Jones, the CEO of Bambee (a firm which 
enables companies to outsource their HR needs), 
started to experiment more dramatically with 
pricing at the beginning of this year. He had 
previously decided to price centrally, at the 
corporate level, leaving little to no leeway for 
his sales team to negotiate with prospective 
customers. Realizing that his sales team was on 
the phone more often with clients and wishing 
to test the hypothesis that they may have a 
better sense of optimal pricing, he decided to 
allow the sales team to decide the price (within 
some constraints) at point of sale. This was a big 
experiment which could have gone terribly or 
unlocked enormous potential. 

At first, it looked like the former - many of the 
sales people were waiving set-up fees which, 
at $500, gave the firm major revenue in the 
early days (compared to monthly income of 
$99), a move which seemed profit-losing. But 
Allan also noticed that customers were much 
more likely to sign on to the ($900) annual plan 

and - within a few months - the customer base 
shifted from being predominantly monthly paying 
users to predominantly annual plan users, nearly 
eliminating the need to worry about monthly 
churn. Furthermore, Allan’s big experiment - 
empowering his salespeople to set pricing - 
resulted in a number of micro-experiments. As he 
put it, “the sales team started to cross pollinate 
information, letting one another know when it 
was optimal to waive the fees and when it wasn’t, 
such that they collectively arrived at a much 
more optimal pricing structure than I could have.” 
Eventually, this new institutional knowledge 
should be codified in a set of heuristics that new 
hires to the sales team can apply right away. 

The outcome of the experiment was not a 
given: a reasonable alternative hypothesis is 
that alleviating variability across salespeople 
by having one centrally determined price would 
free them up from the time spent on negotiations 
to instead focus on product, enhancement and 
generally serving customer needs, objectives 
which may have suffered if they now need to 
do the negotiation as well. But Allan created a 
culture which prized such added initiative and 
eventually shifted the compensation structure 
for sales people to incentivize them while still 
protecting the company guardrails. In the end, 
the sales team was able to continue delivering a 
great customer experience while innovating the 
way Bambee sets pricing.

http://Bambee.com


2. CUSTOMER SEGMENTATION: EXPLORE NEW 
MARKETS. 

Is there a way to pivot the firm’s strategy or 
embrace partnerships to target new and growing 
markets? While a small subset of customers may 
find you - most companies need to proactively 
seek out the user segments most likely to adopt 
and become loyal users of their product. This 
process necessitates running an optimal mix of 
experiments - from testing incremental changes 
which have a high probability of success to trying 
more disruptive, potentially riskier approaches to 
attracting new customer segments.  

Paul Kats, the CEO of Vyng (a firm bringing the 
phone call into the 21st century with visual caller 
ID) thinks a lot about customer segments across 
a range of dimensions. With the goal of eventually 
being on “every single dialer,” Paul sought out 
a test market in which he could launch the app 
at scale and prove out his thesis on a budget. 
Still their primary market, India proved the best 
geographic location in which to launch: users are 
low-cost to acquire, largely new to mobile, and 
typically on Android, meaning the network effects 
necessary for Vyng to take off are established 
quickly. In India, Vyng was able to learn about their 
users and test out additional theses with respect 
to more specific demographic segmentation, for 
example learning that female users were typically 
twice as expensive to acquire there. Having 
proven that Vyng Visual Caller ID is definitely 
a monetizable product, Vyng is now ready to 
position itself for entering the US market.

3. USER EXPERIENCE: TEST NEW WAYS OF 
PRESENTING YOUR PRODUCTS AND SERVICES. 

If you’re a consumer-facing business that collects 
some amount of data, there is no excuse not to 
experiment on your customers. All of them leave 
rich digital footprints wherever they go, and it’s 
your job to mine these footprints for insights 
about how to improve your product to better tailor 
their needs and desires. Use experiments to test 
hypotheses about what best optimizes customer 
engagement, satisfaction and spending.

Armen Adjemian, the CEO of DISQO (a firm which 
enables monetizing behavioral and opinion 
data), has run many experiments to improve 
user experience. But a lot of these were high-
probability, low-impact changes, like adjusting 
the color or design of the surveys. These move 

the needle very incrementally, so Armen turned 
his focus on a bigger experiment: lowering 
redemption value (the minimum amount a panel 
member has to do in order to redeem cash) from 
$10 to $5. This was a low-probability, high-
potential-impact experiment. As Armen puts it, 
“we knew that changing the redemption value 
to a lower amount could have many cons - such 
as increasing the chances of fraud - so we had 
to build a more complicated fraud detection 
system, change the privacy policies, and 
introduce liability.” In other words, Armen wanted 
to maximize his chance of success given the 
potentially high impact. 

As with any good experiment (in which treatments 
are independent of network effects), it was first 
rolled out to just 5% of the audience, after which 
they observed behavior for 30 days before rolling 
it out more broadly. If engagement among the 
smaller audience dropped, the ‘option’ didn’t 
need to be used. But he saw engagement increase 
significantly - with 20-30% more of his audience 
reaching redemption - and so the change was 
made across the platform. DISQO hasn’t replaced 
the micro-experiments since then - as they 
shouldn’t, in a well-diversified portfolio - but they 
have made sure to invest a significant part of their 
budget and resources into low-probability and 
high-impact experiments too. 

In short, introducing more intentional variation 
into how you communicate or frame things to 
customers, which customers you target, and 
how the business is run will allow for unexpected 
epiphanies - a small change which ends up 
making a big difference to customers and the 
bottom line - often bigger than a founder may have 
predicted. This is the beauty of experiments and 
why we believe they are the basis of commercial 
progress. True innovation doesn’t come from 
doing the same thing over and over again, but 
from doing lots of things (orchestrating a sort of 
“controlled randomness”) and seeing which ones 
gain momentum. 

http://Vyng.me
http://DISQO.com


Since experiments are low cost ways to gather insights today which may be valuable at present or in 
the future, even failed experiments are often worth running since they can protect against potentially 
bigger losses in the future. Consider each experiment as an option. By creating and running an 
experiment, you create an option that has value. That value is a function of the probability of success, 
the value of success, and the time to realization. From finance, we know that the value of options 
increases with volatility (uncertainty expressed in probabilities of future outcomes), with potential 
outcome, and with more time. The events of this year have increased all three:

Why experiment now?

REASON #1: 

2020 HAS NOT BEEN AN EASY 
TIME FOR ANY BUSINESS, 
WITH GENER AL UNCER TAINT Y 
INCREASING IN ALMOST EVERY 
INDUSTRY. 

The uncertainty of the current 
environment is reflected in the 
unsteady VIX and unusually wide 
ranges in potential outcomes in 
public company forecasts (e.g. their 
high case vs low case). This means 
that every competitor - including 
large incumbents - are working hard 
to stay afloat. But some of them may 
not be as agile, or might be feeling 
more risk-averse, such that smaller 
businesses can take advantage by 
seizing this uncertain time to build 
out their own portfolio of options. 

REASON #2: 

2020 HAS INCREASED THE SPEED 
AT WHICH TECHNOLOGY IS 
ENABLING BUSINESSES, LEADING 
TO A HIGHER R ATE OF CHANGE, 
AND THEREFORE GREATER 
IMPACT FROM CHANGES. 

Even the companies who were 
most resistant to a tech-powered 
future have found themselves 
digitizing parts of their business 
at record speed. That means there 
is an increasingly smaller gap 
between the most tech-enabled 
firm and the least tech-enabled 
one in each industry, and more 
firms are discovering the benefits 
of embedding technology into their 
core business. Experimentation - 
which wasn’t easy to do in a pencil-
and-paper world - will now become 
more common. In other words, your 
competitors increasingly have the 
tools to test ideas in a quick, low-
cost way, allowing them to speed 
up the rate at which they iterate on 
products and services and catch 
up to industry leaders. Options 
increase in value with an increase in 
conditional outcome, which we are 
seeing now as technology continues 
to enable business models to scale 
faster than ever before, and unlock 
larger markets for each business’s 
product or service. 

REASON #3: 

BUSINESSES NEED TO BE 
INCREASINGLY CUSTOMER-
FOCUSED. IN MANY DOMAINS 
PURCHASING P OWER IS 
DRYING UP, WITH CONSUMERS 
RELUCTANT TO SPEND AND 
SKEP TICAL ABOUT WHICH 
BR ANDS TO TRUST. 

The core business question is 
increasingly not about whether a 
product works or a service meets 
a particular need. The question 
is whether customers need the 
product or service, and whether 
they want to spend money to acquire 
it. When there is less demand than 
available supply, we’re facing a 
“buyer’s market,” in which the 
supply side needs to work harder to 
put customers at the center of their 
strategy and figure out what would 
entice them back. Experimentation 
is a tool designed to get to know 
your customers without having to 
necessarily ask them questions 
using surveys or time-consuming 
focus groups. Customer needs are 
also changing faster, increasing 
the value of having many options 
available.



Where to begin?

Assess your firm’s ability to experiment. Organizations need to be designed in a way which gives employees 
the tools they need to test their hypotheses. If you intend to run experiments on customers, first ask whether 
your firm has the solid technical foundation necessary in order for experimentation to take place. Such a 
foundation should allow for randomizing customers into different versions of the product in a controlled way, 
for example. If the foundation is not there but the desire to experiment is, consider an off-the-shelf solution 
like Optimizely, which will quickly help you set up A/B tests inside the organization.  

For experimenting with new business models and partnerships, ask whether the organizational culture 
is one in which employees feel empowered to try new things. Is the marketing team expected to ask 
permission before targeting new channels? Do engineers have dedicated time for freeform programming, or 
are they expected to work on new ideas after-hours? Are there rewards in place for thoughtful experiments, 
regardless of their outcome? Setting the right incentives internally will unlock the creative potential of your 
team to experiment at all levels of the organization. 

Invest in planning ahead. The key to an informative experiment is spending a lot of time before running it on 
clarifying your hypotheses, designing the test, and even internally pre-registering some ideas for analysis. 
Keep in mind that it’s important to keep a control group. Oftentimes, companies launch new versions of a 
product or service to all of their customers at once. When that happens, it can be difficult to know whether 
increased (or decreased) adoption is a function of the launch, or something entirely unrelated, like a news 
article about the company which came out on the same day. The way your product or service is currently 
being used should serve as your ‘control’ as you test new versions, so that you can compare and contrast 
which aspects of the old and new models are best to carry forward.    

Decide in advance how long the experiment will run (keeping in mind that novelty or, in contrast, change-
aversion might influence behavior in the early days or weeks), how big of a budget it requires (and if that 
budget must come from elsewhere), and which segments of your user base will be targeted (both with 
respect to demographics and geography). Decide what you will do with participants after the experiment is 
over - for example. will a discounted price during an experiment be put back to normal? And finally, decide 
what success looks like - if your hypothesis is validated, what change should take place inside the firm? 

Leverage the Research Team at Alpha Edison. We made experimentation sound easy, but recognize that 
we’re subject to the “curse of knowledge.” Our research team has many years of experience designing and 
implementing experiments, and analyzing experimental data. In reality, it can be intimidating to get started, 
whether it’s setting up the internal foundation or brainstorming a set of hypotheses. If you would appreciate 
some additional guidance beyond what has been covered in this piece, we’re here to help. 

https://www.optimizely.com/dg/on-demand-demo/?utm_source=google&utm_medium=cpc&utm_region=NA&utm_campaign=google_search_brand_exact_dm_us_ca&utm_keyword=optimizely&utm_content=&utm_adgroup=Optimizely-Exact&opti_ca=1058248030&opti_ag=52291186496&opti_ad=342335600523&opti_key=kwd-303802222509&gclid=EAIaIQobChMIyYnWy4KP7AIVch-tBh35BAY_EAAYAiAAEgLOsfD_BwE

