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Entrepreneurs: how to change your business model in
the pandemic

The Covid-19 pandemic is so disruptive that it is forcing ventures to experiment at an unprecedented rate and scale
as we realise that what was recently essential is not now needed (think fitness centres, ride-sharing, and
classrooms) and what was not needed before has become essential (think video sharing and drive-by diagnostics).
Given the massive discontinuities underway and yet to come, the reality for most entrepreneurs and business
owners is stark: if they do not experiment and adapt, many of their ventures will either disappear or join the rapidly
swelling ranks of zombie companies.
The founders of Tulu were surprised when their shared economy startup saw rentals increasing sharply as the new
coronavirus began hitting New York in March 2020. Yishai Lehavi, Yael Shemer and Itamar Mofaz had co-founded
Tulu in 2019 to provide apartment dwellers with rental-in-place appliances. Instead of paying hundreds of dollars to
own a Dyson or pasta maker they rarely used, residents could simply walk downstairs, usually in the building
basement or first floor, self-check-out the appliance through the Tulu app, and be charged by the hour.
The Tulu model exemplifies the concept of the sharing economy – rent and use, but don’t buy. However, as shelterin-place became mandatory, Tulu realised that stay-at-home shopping – not only renting — was suddenly in
demand. Why not bring into the building products that people could not go out for, and might not find in stores even
if they did go out? In just three days Tulu started to sell consumer products like toilet paper and pasta, by leveraging
the existing Tulu units and logistics infrastructure.
Tulu’s team was nimble enough to modify their business model overnight from rental only, to rent and buy. Its
customers could now rent a pasta maker and buy the tomato sauce, in the same place and with the same
smartphone application.
As the Tulu story illustrates, the key to changing your business model in the midst of a pandemic, or any major
market disruption for that matter, is to answer three questions:
How is the pandemic changing my customers’ needs?
How can I provide new benefits to satisfy those needs?
How should I monetise both existing and new benefits in new ways?
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Tulu’s case demonstrates a speedy response to fundamentally changed customer needs. Pre-pandemic, Tulu’s
rental-in-place units provided apartment dwellers first-and-foremost with cost and space savings – $2 per 30
minutes for an expensive appliance that took up no space at all inside customers’ homes. With the pandemic
lockdown in New York, two secondary needs suddenly shifted to high priority – convenience and availability.
Buying-in-place – a different business model – suddenly became more valuable, and the business model – paying
for products such as toilet paper and pasta – an important add-on to renting.
Let’s be clear: changing your business model is not changing your business. Switching from making vodka to
making hand sanitiser is changing your business. Renting out your vodka bottling facility to a hand sanitiser
manufacturer is a change in business model.
Konnecto, an Israeli marketing tech startup, successfully transitioned from selling discrete reports to subscriptions
so that customers could generate their own reports on Konnecto’s platform. The platform enabled leading brands
such as Mercedes-Benz and Coca-Cola to understand the behaviours and needs of consumers in previously
impossible granular detail. In addition, the platform enabled the brands to rapidly and flexibly answer questions and
experiment new campaigns in days.
With the pandemic, a need that had been secondary – to reduce fixed costs such as annual subscriptions –
suddenly became more prominent. The financial commitment of a long-term subscription had become a barrier, in
particular to new customer acquisition. As a result, Konnecto dusted off the fixed-report product and immediately
converted several new leads into paying customers.
The pandemic is forcing most entrepreneurs to experiment more intensely than ever. This entails risks, but not to
try new business models out of fear may be the riskiest path of all. Innovations generated in response to the
pandemic could lead to changes that will outlast the virus. For companies like Tulu it may lead to a stronger
business model creating more value for the firm and its customers.
Disclaimer: Daniel Isenberg is a minor shareholder in Tulu and Konnecto.
♣♣♣
Notes:
This blog post expresses the views of its author(s), not the position of LSE Business Review or the London
School of Economics.
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