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PREFACE

This book is addressed to founders using Saint Startup, the free web
application for guiding entrepreneurial projects. Saint Startup was
initially conceived to solve our own problem. We were a bunch of
consultants/coaches/mentors/educators Working onand off’roge’rh—
er to help people develop fuzzy ideas into a product and in turn a
product into a business. Despite the fact that we offered our services
in different - ’rhough comp|emen’r0ry - fields we had one ’r|’1ing in
common: we had to work sysfemoﬂcq”y with a |orge number of
startups being in different stages. Moreover, we had embraced the
lean startup methodology integrating openness, experimentation,
feedback and iteration to the processes.

In this respect, we were suggesting solutions, we were prioritizing
actions and, generally, we were ‘explaining” lean startup and "why
you should not write a few square miles of code before contacting
your client for the first time”. The start of each meeting was a debrief
of the progress of the startup in which we had to scratch our head
on ‘where were we the last time we met?”, while it always ended
with the “what do | do next?” question.

Within this Fromework, each one of us had deve|opeo| their own mi-
cro-methodology on how to help a startup in its particular field. By
combining our micro-methodologies into Saint Startup our initial
aim was to o|eve|op a tool enob|ing us fo monitor the progress of
our startups, interact more eosi|y with each other and, at the end of
the day, to answer the "what do | do next?” question by having an
overview of the overall situation.
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Saint Startup initially took the shape of a simple excel file. By using
Saint Startup in our every-day-life at this initial ‘primitive” form we
noted two things:

— it simp|y worked for us - it was easy to use and share, and we
did not have to codify a large amount of information in order
to describe the situation to our colleagues

— the teams were enthusiastic with the idea of getting a score that
spurred some gomiﬁcofion to the processes and, also by the
fact that they could see what comes next.

Combining the two, it was evident that we had something more
than a ‘persono|ized' solution. To this end, we started ’rronsforming
our tool into an alpha version web app that could also be used by
others. This early version of Saint Startup was used by more than
one hundred startups, two incubators, three en’rrepreneurship class-
es and eight more colleagues. Working with practitioners gave us
valuable feedback so as to create the final version of Saint Startup.

Dr Antonios D. Livieratos
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INTRODUCTION

Aim of the book

This book contains all texts found in Saint Startup™ (Wwww.saintstartup.com)

so as to provide founders with @ proc‘riccd guidebook, a know|edge
companion in their journey of building a new venture.

Saint Startup is a free web opp|ico’rion that starfups use to |<eep a
record of their entrepreneurial journey: what is already done, as well
as suggestions of what is to be done. Created by practitioners of the
startup ecosystem, Saint Startup is based on the princip|es of lean
startup. Founders using Saint Startup can...

- guide their enfrepreneurio| project

—  visualize their effort

— conduct a sanity check

—  keep a progress report

How to use Saint Startup

By entering Saint Startup, users need to initially answer a few
fundamental questions. Depending on the answers given to these
questions, Saint Startup deploys 11 to 14 categories. For each one of
these categories users are given a number of tasks that the startup
should conduct in the framework of this category. For each task a
fext is provided: a brief descrip’rion of each task, guidcmce on how
to manage/implement the task and, in turn, freely accessible links
where the user may find more information about this specific task.
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From the idea to the market

Saint Startup covers the span from the stage in which a team has con-
ceptualized a fuzzy entrepreneurial idea up to the point the startup has
been incorporated and has an initial client base. During this process,
we recognize five stages. The st stage is about the formation of the
founding team. The 2nd stage is about forming an initial business
model and in turn your hypotheses around it. Based on this business
model, the 3rd stage is about ‘getting out of the building” and testing
these hypotheses. The feedback from the field will reshape your busi-
ness model and as you enter the 4th stage, you plan your business on
a more solid base and you seek for capital. At the 5th and final stage
you incorporate all previous stages and you start searching for sales.
In parallel to these five stages, you develop your idea into a Minimum

Viable Product (MVP) and in turn to a (final) product.

Despite the fact that that the entrepreneurial process is presented
in a linear way for explanatory/educational reasons, it is far from
being a linear process. As a matter of fact, start being worried if you
are incorporating based on a linear process without loops.

Idea —me— MvyP ——voo—— 3 Product

Contacts with potential
i customers aiming to :
: gainfeadback and i Incorporation and

Founding team i reformulation (if needed) i contacts with early
formation : ofthe business concept : adopters (clients)

Entrepreneunal Business Market Planning- Incorporation-
Team Model Analysis Financing Initial Clients
Business model Financial needs
i generation i analysis and efforts to
: : raise capital



INTRODUCTION

Having given the big picture, and despi’re the fact that there is not
only one way of doing things in starting a new venture, we are still
very often asked to give a recommended pathway through Saint
Startup. On the table below you may find the first 24 tasks. Having
conducted these tasks, you have established your |eorning curve
and you will be able to find your own way.

No | Tasks No | Tasks

1 Short description (see 1.1) 13 Customer profile (see 6.2)

2 Entrepreneurial team (see 2.1) 14 Competitive analysis (see
4.4)

3 Three similar offerings (see 4.1)

15 Define solution (see 5.4)
4 Mentor (see 2.2)
16 Advisory board (see 2.3)
5 Define problem (see 5.1)

17 Freedom to operate (see 3.1)
6 Target markets (see 6.1)
18 Lawyer (see 13.2)
7 Business model canvas (see
1.2) 19 Rights clearance (see 3.2)
8 Strategy canvas (see 4.2) 20 Landing page (see 7.3)
9 Brand name (see 7.1) 21 Elevator pitch (see 1.3)
10 Benchmarking (see 4.3) 22 MVP/MVS (see 8.1/9.1/10.1)
11 Verify problem (see 5.2) 23 Corporate identity (see 7.2)
12 TAM (see 5.3) 24 Test solution (see 5.5)
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1. PLANNING

1.1 Short description

No » No, | have not written a short descrip’rion yet
Yes » Yes, | have written a short description

Write a short descrip’rion of your business idea no |onger than two
thirds of a page. Writing your idea down can help you structure
your thoughts. Having a short description helps define a ‘shortcut
fo present an (often) comp|ico‘reo| business idea. You will have to
speok fo many peop|e before se||ing your first producf and you
need to find a short way to present your ‘story'.

Initially pay close attention to the specific problem you are trying
to solve with your product. In turn present what you intend to sell,
to whom you intent to sell it and Why you think your po’ren’rio| cus-
tomer should buy from you. Avoid writing technical details and stay
on the ‘front end’ of your business (products, markets you infent to
address, value that your customers gain etc) and not on the ‘back
end’ (technologies developed, how production will be accomplished
etc). When writing, consider how you would present your project to
a person who is unfamiliar with your market, product or technology.

In the framework of your short descrip‘rion fry to find a three-to-
four word phrase summarizing the meaning of what you want to
achieve; the "what if" of your success for your customers. In Guy
Kawasaki's words, try to write a ‘mantra’ (for more see here https://
bit.ly/2p11ZIP). You may find it to be difficult at the beginning,
however it is worth trying. You will probably end up changing it
many fimes till you reach your first customers. A shortcut of your

21



THE FOUNDER’'S GUIDEBOOK

mantra could also be a metaphor. WeFarmUp for example is the
Airbnb for tractors’

1.2 Business model canvas

No » No, | have not deve|oped a business model canvas yet
Yes » Yes, | have developed a business model canvas

The business model is the architecture of your business, nome|y the
rationale on how your company creates value for both itself and
its clients. The Business Model Canvas is a tool allowing the visual
dep|oymen’r of a company'’s business model in a sing|e page. ltis a
visual tool that helps you define each of the nine building blocks of
your business and define how they form a coherent business model

(for more see here hﬂp://businessmode|gener0ﬁon.com).

Creating a Business Model Canvas at an early stage provides a se-
ries of hypo’rheses (expectations about customer behavior, needs or
existing market fit, partnerships you need to establish etc.) that you
can test later. It helps you describe, design, invent, adjust, challenge
and eventually pivot your business model if necessary. Keep in mind
your business model will most likely change several times from the
'idea to the market’ because your ea r|y guesses, or hypo‘rheses, were
not all correct. That is alright. Changing your business model should
not scare you. Throughou‘r the process you will learn and odopf fo
your new discoveries. Not changing it might be even scarier!ll A
good product left alone has no value. You need to define the right
business model or, even better, to create an innovative business
model moking your competitive odvon‘roge more sustainable.

When creating your (initial) business model try to answer the ques-
tion, “where do | start from"™? Will you target a niche market before
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going mainstream? Or provide services before oﬁcering a produc’r?
These are not unified recipes for success, but they have served well
as ‘go fo the market strategies’ for a number of successful startups.
Consider Zuckerberg, who ini‘rio”y dominated the niche market of
Harvard students before expanding Facebook to other universities
and later going mainstream.

1.3 Elevator pitch

No » No, | have not done my elevator pitch yet
Yes » Yes, | have done my elevator pitch

Imagine you are sharing an elevator ride with a prominent figure
of your market or a prospective investor. During this short ride, this
person asks, “What do you do for a living?". How will you respond?
Your Elevator Pitch will be the answer to this question in a time span
of approximately 90 seconds (from 30" to 2'). Remember, these
persons have the po’ren’rio| to be very valuable to your business
success. How will you impress them, and make your product mem-
orable? Because time is of extreme importance, your Elevator Pitch
has to be structured but also tailored to grob and retain attention.

As in the Short Description (see 1.1) you should be able to present your
business idea and especially your Value Proposition(s) in a concise
way following a pre-designed scenario. In order to build your Elevator
Pitch scenario, answer some basic questions such as: a) the prob|em
that your product solves, b) the market you address (including some
figures and trends), c) your customer, d) the solution that you have
identified and e) what makes your solution stand out from competi-
tion. With the answers to these questions at hand, build a compelling
story about all these facts. Practice it by ‘re||ing it to everyone you can.
Pay attention to their feedback. Are you able to convey your business

23



THE FOUNDER’'S GUIDEBOOK

in this short time structure? What questions do ’rhey have when you
are finished speaking? When creating your story have in mind that
you may use either the so-called origin story (the history of how you
came up with this idea), the customer story (presenting a personiﬁed
customer and his pains and gains) or the industry story (showcasing
the prob|em that your indusfry faces). For more information on how
to create a story see here https://bit.ly/1dsZBPp).

Next, create a compelling slide deck to visually present your com-
pany. Slide decks are useful for many reasons, inc|uding raising
capital, presenting at competitions, making sales and forming part-
nerships. Have a basic deck on hand, that can easily be updated
or tailored for the purpose. Structure your slide deck according to
the structure outlined in the elevator pitch—it should be crisp and to
the point. It should c|eo1r|y outline your company and the key value
it offers to the market.

Be sure to follow some basic rules while designing your slides: max-
imum 10-15 slides, use plain sans serif 30-point fonts, structure your
text in bullets and not in long phrases; animate your speech and
your body - not your slides and o|woys be prepored for the unex-
pected (i.e. projector does not work, laptop crashes etc). Your slides
are there to visualize what you are saying, so never read your slides.
Use them as a means for the visual stimulation of your audience.
For more information on building a great slide deck presentation,
have a look at Guy Kawasaki's “The Only 10 Slides you need in
your pitch” here https://bit.ly/2nUz8FA. Identify how these slides
use facts and evidence.

If you are finding this process overwhelming, don't worry. It is per-
fectly normal to feel stressed over this process. Anyway, no one was
born with the ability to tell good stories or present themselves in
front of an audience. Practice makes perfec’r, and the more time
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you spend working fo deve|op your pi‘rch presentation, the more
comfortable and effective you will be. A helpful tip may be to re-
cite your pitch in front of a camera and evaluate the result. There
are p|en’ry of Elevator Pitches out there (for an exomp|e see here
https://bit.ly/|V1048). Search and watch closely. Observational
learning (i.e. learning that occurs through observing the behavior

or conduct of others) is very useful in this case. Have a look at this

pitch for "RydeMyPony” by Christoph Sollich, the “Pitch Doctor” (see
here https://bitly/2NBLAHc). The product he is publicizing with

the pitch is humorous, but it provides some valuable lessons about

getting your message across. Pay close attention to the presenter’s
body language, speed of speaking and tone. See also, “What |

wish | knew before pitching LinkedIn to VCs" by Reid Hoffman here
https://bit.ly/2DITRAn).

1.4 Draft business plan

No » No, | have not written a draft business p|cm yet
Yes » Yes, | have written a draft business plan

A draft business p|on can be a very useful tool for p|omning your
next steps and for communicating your needs. It also can be useful
to have on hand when opp|ying for Funding or for an accelerator
or incubator. A draft business p|cm should (besides giving the main
aspects of your idea) include a marketing plan, an action plan and
a budget. In other words, in a draft business plan you may not have
full justification of how you intend fo \bring your idea to life, but you
know (and you have written it down in a structured and comprehen-
sive way) who is responsible for what aspect of the business, when,
and how much it is expected to cost. The Saint Startup process is a
great way fo help identify these aspects of your business.
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A|’rhougn writing a business p|on can be useful for a number of reasons,
including evaluating your business idea and attracting investors, it can
be a considerable effort, especially if you do not have previous relevant
experience. When considering priorities, if you can start sales before
writing a business plan, do not hesitate. Sales are the ultimate goal of
your startup and everything else can wait. After all, it is much easier to
put on a piece of paper what you are c1|redo|y doing than what you
intend to do. See also “Why your initial business plan doesn't matter too
much” here https://bit.ly/20eXowh.

1.5 Business plan

No » No, | have not written a business plan yet
Yes » Yes, | have written a business plan

A business plan is a document that has many uses. However, in
most cases it will be most valuable for convincing investors or lend-
ers. There are many ways of writing a business p|on and there is no
such thing as ‘template’ for every business idea. You have to find
your own way fo write it. Business plans are best developed with a
specific goo| or purpose in mind. Use the business p|on process to
further refine your business model and product ideation. Do not
forget that writing lengthy elaborations may have the opposite re-
sult. People reading and in turn evaluating business plans, read a
lot of them. Profile your potential investor and adapt your business
p|0n occorciing|y (e.g. ifyou opproocn a Corporate Venture Cc:pifo/
you will need to highlight synergies with the parent company). A
business plan in this context is not “one size fits all”

In a business plan your choices must be fully justified and above

all, you have to have a clear answer on how you developed certain
figures, such as sales forecasts and expected demand. Your sales
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forecasts are based on certain assumptions. Make sure you have
included, and identified your assumptions and the risks associated
with them (examples of assumptions are market size, sales calls per
sa/esperson, conversion rate, return on investment for the customer,
payment cycles, etc.).

There is no better way of convincing your investors than hoving
conducted “real life experiments” that prove your assumptions are
valid (see Market). Planning your next steps (because, after all, this
is what it is all about), requires an action p|on. This action p|cm
involves clearly identifying milestones and tasks. Milestones are the
in-between objectives that you consider important (e.g. your beta
version, the first paying customer) and tasks are the way to achieve
them (e.g. writing a patent, recruiting employees).

Finally, the reader of your business plan must get an answer on the
“why now?” question. Timing is important. Entering the market too
eor|y migh’r be as difficult for a startup as entfering the market too
late. Be sure when you are able to answer why your product and
company has arrived at just the right time.
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2.1 Entrepreneurial team

Not defined » | have not defined who will be part of the entre-
preneurial team yet

Defined » | have defined who will be part of the entrepreneurial
feam

Define the enfrepreneurio| feam righf from the start. It is important
fo disfinguish between those participating in the venture and those
who will potentially work for it or help you just because they like you
(friends, family, etc.). Even if you are alone for the moment, it is im-
portant fo engage others in your en’rrepreneuric1| project. You migh‘r
be the exception, but in genero| the ‘|one|y-wo|F' entrepreneur often
finds himself or herself alone in the startup ecosystem. Why? Lone
entrepreneurs suggestively send a message that this person may be
difficult to work with, or even worse—cannot convince others to join
their venture. Engaging others transforms “the lone nut into a lead-
er’ (Sivers, 2010), adding credibility to your venture and credibility
is your biggest asset in the early days of your effort.

Team failures are one of the biggest causes of startup failure.
Consider your team choices carefully. Think of your potential
co-founder as your future husband/wife. It is |ike|y that you will
spend with her/him much more (awake) hours than with your life
companion. Does this sound attractive? If not, start searching for
a new co-founder. Even if you are a team of equo|s you have to
appoint a CEO among the co-founders who will act as a represen-
tative towards the external environment. Have a look at “Making

yourself a CEOQ" by Ben Horowitz here https://bit.ly/2OdNHhx.
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Build on both the similarities and the differences of your team. You
must be both personally and professional compatible. Your team
should be aligned in terms of vision, expectation and commitment.
Peop|e that have previous|y worked ’roge‘rher form more solid en-
trepreneurial teams. Alternatively, complementary educational and
professional backgrounds can add great value to an entrepreneur-
ial team. It is important also to ensure that all team members are
not too closely aligned—a diversity in opinions and thoughts can
insulate against group’rhink and he|p build a more robust proo|uc’r.

When building your team, it is important to consider the skills and
tasks that your company will carry out. As you begin, you need at
least one maker and one seller in your team and remember that
there is no such thing as too much diversity (social, age etc). Note
that it is generally accepted that a tech company needs a tech
co-founder. Even if you feel that this does not apply to your case,
you should expect to have a hard time overcoming this prejudice
in the startup world and convincing investors about the value of
your team. Often, when investors are considering startups, they are
evaluating whom to fund on the basis of the team, not necessarily
the produc’r or idea. Your team is your |<ey asset. Build it corefu”y.

Last but not least, have in mind that “clara pacta, boni ami-
ci’ (clear agreements, good friends). To this direction, de-
pending on the stage of the startup, co-founders may sign:
- Pre-shareholder agreement. It is signed among co-founders in
the eor|y oloys before incorporation in order to spur commitment.
- Shareholders agreement. It is signed among co-founders after in-
corporation and defines additional agreements outside the articles
of your |ego| entity setting the rules of the Working re|o’rionship. Trust
is good, but a signature on an agreement is better.
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2.2 Mentor

No » No, | have not a mentor yet
Yes » Yes, | have a mentor

A mentor is a person that will guide you fhroughouf the entrepre-
neurial process in the form of one-to-one persono| advice. In most
cases mentors have limited time. In this respect, you have to be
well-prepared before meeting them and make sure you know what
you want to ask. It is essential that your mentor is someone you can
frust.

Your en’rrepreneurio| team has a set of skills. Your mentor has to
be someone whose skills are complementary to yours, and will fil
in gaps of your own experience (e.g. two software engineers might
need a mentor with skills and experience in so/es). Besides s|<i||s,
great mentors can also bring in his or her network. Depending on
who your mentor is, they can add considerable credibility to your
startup. Do not forget to ask your mentor’s permission before pre-
senting them as one outside the company (e.g. to investors, entre-
preneurship competitions efc.).

|mporJronJr|y, do not Forgef that menforship is not a one-way rela-
Jrions|’1ip. You may also have some’rhing to offer to your mentor (e.g.
information about the latest trends in your field). Adding reciprocity
to your mentorship relation can significantly nurture this relationship
and provide added value.
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2.3 Advisory board

No » No, | have not a board of advisors yet
Yes » Yes, | have a board of advisors

Do you have more than one mentor? Then you have a board of
advisors. Here also, it is important fo bring ‘roge’rher as diverse a
team as possible. Try to diversify your board of advisors to ensure
advice from different perspectives. Be careful of what you expect
from each one, and know that their advice may conflict with one
another. Someone who has started his or her own company can
add value to operations. This, however, is not necessary the case
of a business executive who has spent his career af |orge organi-
zations without ever being implicated in the messy environment of
a startup. Pick at least one advisor that will give you ‘hard love’ by
challenging your decisions. Confronting these challenges internally
can save you from numerous (unpleasant) surprises.

What happens if your board of advisors gives you conflicting ad-
vice? Then it is your turn, as the entrepreneur to make the ultimate
decision. Remember, at the end of the o|oy, you are responsib|e as
the founding team.

Once you have incorporo’red, you may also consider Formohzing
your relationship with your advisors by offering equity. Equity to an
advisor can typically vary from O,1% to 1% depending on the stage
of the company and the value you advisor brings in the company.
By offering equity, make sure that you know what you expect in
return and that you have ogreed on that with each one of the ad-

visors sepcro‘re|y.
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2.4 Key partners

No » No, | do not have any agreement with any key partner required
Some » | have come to an agreement with some of the key partners required
Yes » Yes, | have come to an agreement with all key partners required

Key partners can add great value to your startup. Porfnerships may be
important ingredients of your business model and have several forms
such as buyer-supplier relationship, strategic alliance, or added-val-
ue por’rnership. Porfnerships may also be part of your ‘secret sauce’/
competitive advantage. There are three main reasons fo enter into a
partnership: a) increase sales, b) reduce cost and/or ¢) accelerate R&D.

Try to identify what you give and what you get before proposing a
porfnership. In order to evaluate your position against your partner
and vice versa, it |'1e|ps fo design two T shopes to organize every
prospect partnership. In the first of these T shapes identify what
you get on the left side and what you give on the right side. Do
the same thing for your potential partner. When putting the two T
shapes aside, the outcome must be a balanced relationship. Try to
be as clear as possible prior to engaging in the partnership on who
is responsible for what, and what each individual role consists of. Try
to answer the key questions first (ie: who is responsible for the intel-
lectual property?) and ask for advice to find a |owyer that you trust.

There are risks in every partnership and not all partnerships should be
bound by |ego| documents (this is especio”y the case of por’merships
between non-incorporated startups). In this respect, yourlawyer's job
istowarnyouon the risks and not preventyou from partnering. Incase
you sign a legal document make sure thatyou have included an “out”
clause. What keeps you happily married is not the oppression of the
‘| do not have another alternative’, but rather that “divorce is not my
best alternative”.
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Once you have closed the deal, make sure you have written down
who is doing what and when. In turn, appoint a gate-keeper in each
side acting as enabler and a watchdog of the partnership.

If you partner with a large firm, make sure that you have under-
stood the power relationship within this firm. What might be of an
interest for the |orge firm migh‘r not necessary be of an interest of
the employee or the department that is in charge of implement-
ing the partnership - simply because your partnership may add
work-flow and its imp|emen’ro’rion is not included in the annual
objectives (bear in mind that bonus is paid upon the department'’s
objectives!l). Also consider the balance of power between a large
company and a startup. What happens if one side breaks the deal?
Will you, as a startup be able to support yourself in a fight against
your prospective partner? Are you confident of the |egc1| documents
that your interests are protected? Consider if this is a risk you are
willing to take, before engaging in the partnership, not afterwards.

2.5 Employees

No » No, | have not hired anyone
Yes » Yes, | have started hiring employees

Hiring your first emp|oyees is critical for your startup and it will not
be easy. During the early-stage phase people are more important
than products and integrating new members in the founders’ team
is critical. Remember, each of your first ten emp|oyees represents
10% of the company. This is a considerable responsibility. Your in-
tention is to hire the best (or at least peop|e that are better than
yourse|f). However, even if you have the money to do so there are
still difficulties. Like every startup you are suffering from “liability
of newness” at every aspect of your business, including this. To this
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end, you are inviting your emp|oyees to somehow invest in your
company. As a result, you have to offer non-monetary initiatives
and, above all, a perspective for a better future. In relation to the
future position of the company and that of your emp|oyees, do not
promise things that are not realistic. Once you fail to deliver, this
can immediately create tensions and challenge your credibility as
a manager. In case you are promising ‘r|’1ings make sure you have
mentioned the associated risks. Creating a dynamic environment
that values initiatives is more important than money. You are ex-
pected to make your employees better.

Hiring people with experience in multinational corporations might
be an added value for several reasons, however make sure they
have understood that everyone here (including the CEO) is expect-
ed to "‘make his own coffee and more”. You need your employees to
believe in you and there is no better way than ‘leading by example’
Spend time evaluating what the future goals of the company might
look like, and how you would like to reach them. When hiring, keep
these goals in mind. You want to find team members that are also
committed to these goo|s, and the prob|ems you will solve Togefher.
It is these creative solutions that should inspire them to become a
part of your team. Convince yourself of their value, before you bring
on your first hires.

Last but not least, you HAVE to celebrate success. In times of
tensions, you might also create ‘quick wins' in order to celebrate
success, even if this means no more than a cold beer and a ‘thank
you' at the end of the day. Express gratitude, humility and openness
whenever you can.

For more on this topic, check out hiring lessons from Y Combinator’s

Startup School see here https://bitly/2Qmé1Xn, "Don't F&%k up the
Culture” by Brian Chesky, co-founder and CEO of Airbnb see here
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https://bitly/1pTxvR1, "How to Hire’, by Y Combinator's Sam Altman
see here https://bitly/1eVNMQP Brad Feld's Hire for Cultural Fit over
Competence see here https://bitly/2x8Rv/Z and Reid Hoffman's “The

Alliance” see here https://bitly/2x9vG]Q.
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3. INTELLECTUAL PROPERTY

3.1 Freedom to Operate

No » No, | have not the freedom to operate
Yes » Yes, | have the freedom to operate
Not defined » | have not defined yet if | have the freedom to operate

Intellectual Property (IP) refers to creations of the intellect that,
under certain conditions, can be legally protected. Intellectual
Property Rights (IPRs) insures a monopoly right to the creator, in
order to protect and exploit his or her creations. The IPRs assigned
to a creator depend on the form of the creation, and different IPRs
apply to different creations. The most important IPRs are: trade-
mark, copyright, patent and industrial design. Bear in mind that
you may opt for a more open approach depending on your busi-
ness model (see 3.4 IP strategy).

When aiming to commercialize a new product, you must consider
that you might be blocked by another party (competitor, universi-
ty or even an individual) that may hold relevant IPRs. At an early
stage, you need to make sure that your proo|uc’r does not violate
somebody else’s IPRs. In legal terms, this is called “IPR infringe-
ment’”. In order to avoid an IPR infringement, you have to conduct
a 'Freedom To Operate” (FTO) analysis, namely a search of what is
“out there” that is legally protected.

Most probably, nobody cares if you have violated an IPR in order
to build something privately (e.g. your basement). However, upon
the publication or even worse, upon sales (meaning that you have
made considerable effort to reach this point), the owners of the IPRs
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you have imcringed will claim their righ‘rs thus jeopordizing your ef-
fort. IPR infringements can be costly mistakes, so it is worth doing
your due diligence before you get too far along.

FTO in the following part is only related to patents, as patents are

the most appealing IPR to candidate investors. In relation to pat-

ents, in order to check if you have the FTO, you have to conduct a

patent search.

—  The first option is to dive into patent databases and start digging
for relevant (to your idea) patents. Your main options here are

the USPTO (for more see here https://bitly/10673HS), the EPO
(for more see here https://bit.ly/2c34rnz) and Google Patents

(for more see here https://patents.google.com/). In searching
for patents, note that this weird tribe called ‘patent attorneys' is
heavily using its own jargon (e.g. a pen = a ‘writing instrument”
and a "ball bearing” = a “plurality of balls”).

— The second option is to address your National Patent Office
(for a list of all national offices see here https://bit.ly/1C9y7bQ).
National Patent Offices (or Industrial Property Offices) often
offer an FTO analysis for an (affordable) fee.

—  Your third option is to address an IP law office.

Even if you chose to outsource your FTO, you have to consider the
first option as an inevitable step that you have fo take before you
proceed, in order to gain a common ground with your interlocutors.

When conducting an FTO analysis, bear in mind that limitations of

the patent system might be potential opportunities:

—  Patent protection is territorial. As a result, you can operate in
countries where a patent is not valid.

— Patents have a maximum duration of 20 years, in practice
however, on|y a frogmen‘r of the patents grcmfed are retained
by the owners for the whole term of protection.
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—  Patents are limited in scope, as expressed in the so-calledclaims.
To this end, any aspect of the filed patent not covered by the
claims is not considered to be a protected subject matter, thus
it is a ‘free to operate’ zone.

Bear in mind that there is no warranty of FTO, since you may not
cover every’rhing that is out there as pro‘rec’red ‘prior art. However,
a thorough due diligence can minimize the risk of IP infringement.

3.2 Rights Clearance

No » No, | have not cleared my righ‘rs
Yes » Yes, | have cleared my rights
Not applicable » There are no right to be cleared

Your startup must unequivocally own (or have the right) to use and

commercialize its IP minimizing the risk of future lawsuits. In other

words, you have to clear your righ’rs and, in doing so there are two
types of (potential) barriers:

1. You have done your FTO analysis (see 2.1) and it turns out that
there is “something out there” that could hinder you from
commercializing your product. You have three options:

a. Invent around: Make changes to the product or process
in order to avoid infringing the patents of others. Some
patents are weak or limited in scope or simply badly
written. Do NOT follow this option unless you are very
experienced in the field and have retained an appropriate
patent attorney. If you plan to go this route, you will likely
need their services.

b. Connect with the patent owner: Purchasing the patent or
securing a license can be an option. A license is literally
a written authorization from the paftent owner to use it
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for set purposes, in sef markets for a set term. A license
agreement means that you might end up losing your au-
tonomy and increase your expenses (in the form of a lamp
sum and/or royc1|’ries), however, this may be the simp|es‘r
way to clear your righfs and a secure means to your end
goal. Cross licensing is also an option here, however, this is
rare for startups, as this means that your startup o|reoo|y
owns at least a patent that is of value to potential licensing
partners. Do not Forge‘r being creative when negotiating
with the patent owner. You never know what the patent
owner might require as barter.

C. Neg|ec’r: This is also an option and many startups, some
of which are quite successful, follow this option although
nobody will tell you to do so. Note that all this, besides
being costly, can be time consuming and ‘ball breaking’
Nevertheless, if you consider following this option, have in
mind that entrepreneurship is about calculated risk - not
gambling!!!

2. You have done your FTO analysis (see 3.1) and it turns out that
there is "nothing out there” that could hinder you from com-
mercializing your product. However, are you sure that you are
the sole owner of your IP? Mistakes here mainly rise around
three cases:

—  You have developed your IP in the framework of (or in con-
nection to) a university/research center or due the course of
your employment. Make sure you have read the IP policy
of your institution and, if necessary, confact the Techno|ogy
Transfer Office (TTO) to clear your rights.

— Third parties (e.g. developers), have participated in the
development of your IP. Even if you have a written contract
with them, it is not necessary that you own the totality of
what they have developed (e.g. the source code).
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—  You have developed (at least partly) your IP for a third
party that you have worked for as an employee or as a
free lancer. Many successful startups started because their
founders solved a prob|em and realized that there are
many others willing to pay for this solution. Go back to your
contract and make sure you are backed on that.

Finally, ensure the IP is transferred to the company before contact-
ing an investor (if you do not want to scare them).

3.3 Patentable

Not defined » | have not defined yet if | have something patentable
Patentable » | have ‘something’ that is patentable
Not po‘ren’rob|e » | do not have ony‘rhing that is po‘ren’rob|e

When developing a new product, you may have the chance to pat-
ent if, securing, thus, your area of operation and producing a pos-
itive signal towards your external environment (e.g. investors, part-
ners, customers). In this respect, answering the question of whether
your ‘invention'’is subjec’r to patent protection is fundamental.

Being in the position to start a new venture means you are a creative
individual. There are many aspects of creativity, name it business,
artistic, scientific, technical, culinary etc. Creativity may be patent-
able in the event that it meets certain |egc|| requirements that refer
to an invention:

—  Technical Utility: This is a relatively easy requirement as you
need to come up with some kind of technical application for
your invention and NOT prove that the invention actually
works, except in a number of medical-related inventions.
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— jove|’r¥: You need to demonstrate that you have deve|opeo| anew
way to solve a problem. In order to demonstrate this novelty, your
invention will be compared to ‘everything’ that has been created
in the past (that is called "prior art). ‘Prior art’ includes any type of
publication in any country and in any language.

— Non-obviousness: This is a tricky one and the toughest of all
requirements. You have to come up with something that “is not
immediately apparent to a skilled person”.

As you may imagine, the description of this “skilled person” deter-
mines the non-obviousness of your patent, hence producing numer-
ous debates in patent courts.

Common mistakes that make your invention non-patentable are:

—  You have made a relevant announcement in a conference or
a pub|ico’rion. This is common in academia due to the pressure
for publications. Even your thesis or your PhD is generally con-
sidered ‘prior art, so be sure what to include in a publication
and when ﬁ|ing a patent.

— You have started selling and advertising your product. Here
again, with some exceptions, this is considered to be prior art
and you cannot patent.

Finally, note that there are differences among the different pat-
ent systems producing thus different answers in relation to what is
patentable and what is not. For example, business methods are
patent-eligible under the USA law, whereas this is not the case in
Europe.

ATTENTION. Once you have defined that you have something
that is po’ren’rob|e, do noft take it for gron’red that you should patent
it. Patenting something equals revealing important information and
there might be better options for you. Have a look at the IP strategy
(next) for an overview of your main options.
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3.4 |IP Strategy

Not defined » | have not defined the IP strategy yet
Defined » | have defined the IP strategy
Not applicable » IP strategy does not apply in my case

Up to this point, you have identified what you can do (and what you
cannot) in relation to your IP. At this point, you have to formulate your
IP strategy, namely decide whether, when, and how to protect your IP.

A startup needs to define how value is created, claimed or ob-
tained. Thus, it needs to design a relevant business model according
to its internal |ogic and market positioning (see 1.2 Business model).
IP strategy is the proper mix of actions and choices that enable a
startup to sustainably create and to capture value either from its IP
rights or by accessing external IP to its business model. The possible
paths in formulating an IP strategy are:

Patent: (see 3.7 Patent pending and 3.8 Patent granted)
Provisional patent: (see 3.7 Patent pending).

Trademark: (see 3.6 Trademark)

Design: A patent protects the way a produc‘r works, while a design

protects the way the product looks. Protection is granted for designs
that are new and non-obvious versions of existing designs. While
the under|ying article must have a function (so, we are not Jr<:1”<ing
about art here), the design protects the ornamental aspect. And
yes, designs are not only about Italian furniture, they are also about
your UI/UX.

Copyright: It is a form of IP that protects the expression of ideas.
Texts, music, art and even computer software are protected by
copyrigh‘r. While copyrigh’rs protect the expression of ideas, ’rhey do
not protect ideas or concepts themselves. Moreover, titles, phroses,
etc. per se cannot be copyrighted.
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Trade secret: With a trade secret you may profect a number of
information such as a formula, a pattern, a software, a device, a
method, a process etc. Protecting your IP via a trade secret is a
good practice when a) it entails a high degree of comp|exi’ry mak-
ing reverse engineering difficult and b) you can protect it from leaks
(customers, partners, ex-employees etc). In this framework you may
also add technical means for b|oc|<ing leaks or you may organize
production accordingly (see also 9.5 Production).

Publication should be considered when a) the cost of patenting out-
weighs the benefit and b) the IP cannot be sufficiently secured via
trade-secret protection. By publishing your (patentable) invention
you can gain the freedom fo operate (see 3.) by producing prior
art, namely blocking everybody from patenting (including yourself).
This later is the case of ‘uncovered publication’ In the case of a
‘covered publication” the aim is twofold: a) to produce ‘prior art’
so you can block somebody else from filing a patent and, at the
same time, b) to stay ‘invisible’ from the patent examiner when they
examine your patent opp|ico‘rion whenever you decide on a later
stage to file for a patent. An example of a ‘covered publication’
would be to publish your hardware invention at Horse & Hound
magazine. Consider ‘covered publication’ as a “dangerous game”.
Neglect: As mentioned earlier, formulating and implementing an
IP strategy is complex, time consuming and eventually costly. You
may also choose to byposs all this by focusing on the rest of your
business issues and ..may the force be with you.

Rely on lead time: In some industries things are moving so fast and

produc’rs become obsolete so quick|y that there is no reason to be
slowed down with all this I[P stuff..run, Forrest, run.
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3.5 Budget for IP

Not defined » No, | have not calculated the budget for IP yet
Defined » Yes, | have calculated the budget for [P
Not applicable » Budget for IP does not apply in my case

After designing the IP strategy, a startup needs to conduct a bud-
get projection for its implementation. An IP budget is a two-way
concept. It refers to: a) all costs for obtaining and protecting IP and
b) all revenue streams ’rhrough commercio|izing P righ‘rs. As the
latter is mainly associated with the business model, at this point we
will stick at the most important costs incurring for implementing an
IP strategy. Note that the cost is high(er) in the case your IP strategy
entails patent protection. If you chose the patent way, the cost var-
ies by a number of factors, the most important of which are: i) the
length of the application and the number of claims, ii) the hourly
rate of your patent attorney and the total time required and iii) the
number of countries to be covered. Your main cost structure blocks
in relation to your IP are:

Prior art search: (see 3.1 Freedom To Operate).

Draffing costs: If you are not nig|'1|y experienced on this domain,
you will need professional help in drafting your patent.

Patent attorney services: They might be expensive, but you need
them. Make sure that your patent attorney understands your overall
strategy. After all, your IP and how you chose to protect it (or to not
protfect it), is part of your strategy and NOT simply a legal issue. As
in most cases, patent attorneys chorge on an nour|y rate, so being
well prepared is primordial if you have a tight budget.

Patent office fees: The cost per country is usually not significant
giving the fact that many patent offices offer a discount for smaller
firms. It is, fnough, the number of countries to be covered that could
increase signiﬁconﬂy the cost of going international. In this respect,
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it is very important to select very corefu“y the countries in which you
wish to be covered.

Translation costs: More countries, more translations required... and
some of these languages can be very expensive (e.g. Japanese).
Trade secrets: In selecting to protect your IP with a trade secret,
there might be costs associated with the design of the product, the
produc’rion or even with the structure of your business model.
Licensing-in: By ‘clearing your rights’ (see 3.2), it seems that you
need the (exclusive or non-exclusive) license of somebody else’s IP. In
this case, the cost may be from zero... to “the sky is the limit". If the IP
holder is a big player, you will most probably get a ‘take it or leave
it" offer (if you get one). Otherwise, try to get a license by paying
royalties on the sales of products that incorporate this IP. Have in
mind that what might seem primordial today is only a pivot away
from being useless. Pivots are very common for startups and you do
not want to end up paying for something that has no value for you.
Trademark costs: This is relatively small (depending off course on
the number of countries you want to be pro‘rec’red).

Cost of enforcement in case of infringement: Hmmm, here again
the sky can be the limit... As a startup, it is rare that you will have
the resources to bring to court firms around the g|obe that have
infringed your IP rights. Having legal rights is not an absolute pro-
tection - never forget that.

3.6 Trademark

No » No, | have not a trademark yet
Yes » Yes, | have a trademark
Not applicable » Trademark does not apply in my case

Atrademark is a sign (logo) that in most cases is represented graph-
ically including words (e.g. Coca Cola). A trademark may also be
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represen‘red on|y grophico”y or on|y with words. These are the most
common cases. Moreover, a trademark may also consist of pictures,
features such as the shape of goods, sounds, fragrances, or color
shades used as disfinguishing features - the po’ren’rio|s are almost
limitless.

A trademark should disfinguish your firm and/or its produc‘rs from
other ﬁrms/produc‘rs. This simp|y means that you may have one
trademark for your firm and one for every product (or series of
produc’rs) that you want to sell as a distinct brand. Trademarks can
help you in building your brand and everything that you want to
associate with (e.g. quality).

The first who registers the trademark will obtain the legal owner-
ship. However, this could be cho”enged by a firm that has made
an earlier (unregis’rered) use of the trademark. To this end, the best
possible protection is to be the first for both: use and register the
trademark.

Unregistered trademark: Unlike patents, trademark rights can be
obtained through use. In this case, you will have legal rights only
within the geographic area where you operate. An unregistered
trademark is represented by the trademark symbol TM (or SM for
services - Service Mark).

Registered trademark: To register a trademark you have to go to a
trademark office (for a list of trademark offices worldwide see here
https://bitly/1C9y7bQ). In order for a trademark to be registered,
it must be clear, precise, self-contained, eosi|y accessible, infe”igi-
ble, durable and objective!lll What all this means combined? Well,
ask your |cwyer... or simp|y make the registration and see what

comes out as a verdict. To increase your chances of not stepping
on someone’s toes and in also reduce the likelihood of facing more
problems down the road, conduct a relevant search (for more see
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here https://bit.lv/1s3FhlO, here https://bitlv/2MpRFBR and here
https://bitly/2nn72y7).

Regis‘rered trademarks are pro‘rec’red for 10 years from the date
of filing the relevant application. The trademark protection can be
renewed every 10 years indefinitely. Trademarks are registered for
specific products/services so you have to choose which “class” your
product/service belongs to (e.g. Class No 20 is for furniture). Think
of future perspectives of your company when filling in an appli-
cation. Moreover, a trademark is ‘rerri‘roricd, which means that you
will be protected only in those countries where you have filed an
application. In Europe you may also get a "European Union trade
mark’ by directly applying at the EUIPO. Note that only registered
marks may be accompanied by the "®" symbol.

Regarding the above-mentioned symbols (TM, SM, ®), they need
to appear only with the first or most prominent mention of a trade-
mark in documentations such as press releases, articles, reports etc.
For early stage startups aiming to be agile, consider the importance
of how a |ogo or trademark represents your company culture and
identifies you. These tend to change over time (see also 7.1 Brand
name and 7.2 Corporate identity).

3.7 Terms and Conditions and Privacy Policy

No » No, | have not written the ‘terms and conditions’ and the
‘privacy policy’ yet

Yes » Yes, | have written the ‘terms and conditions” and the
‘privacy policy’

Not applicable » Terms and conditions” and ‘privacy policy’ do
not apply in my case
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‘Terms and Conditions” (T&Cs) are not only for those offering web
apps. T&Cs are the legal basis on which you are doing business with
your customers (and in many cases with which you protect your IP).
Therefore, it is a primordicﬂ |ego| document that you have to pre-
pare before you start offering your services (or before you launch,
in case you are offering a free application). The main reasons for
hoving T&Cs are: @) to prevent abuse, b) to limit |iobi|i’ry and ¢) to
establish ownership.

You may look for a T&Cs generator on the web. This can be a free
or affordable solution, but going this route is not recommended.
The safest (and recommended) option is to retain a lawyer to draft
your T&Cs (or af least have them check what came out of the T&Cs
generator). The devil might be in the details. Remember, your T&Cs
enable the |iobi|i’ry of your customer's re|o’rionship with the compa-
ny. Do not be negligent here.

Some important parts to be included in T&Cs are:

— aninitial statement concerning the acceptance of your T&Gs,

— adisclaimer about the accuracy of provided information,

— an IP rights provision (information about the ownership of IP
inc|uo|eo|),

— adisclosure of the advertising policy,

—  the payment and shipping policy (including delivery),

—  the termination c|ouses,

— a notification provision (wWhether and if you will notify about
changes),

— a privacy policy statement.

Although T&Cs are not required by law, they can be more than

useful. What is, however, required by |ow, is every‘rhing that has to
do with data, namely a Privacy Policy (PP). In your PP statement
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you have to describe how you collect, store, utilize and protect user/
customer information.

ATTENTION. In the event a) you are a startup based in the EU;
b) you have an affiliation with a European entity of any kind; <)
you seek a partnership with a European entity; d) you manage
persono| data of European citizens; or e) you aim at operating in
the European market, you need to take all necessary steps towards
compliance according to the General Data Protection Regulation
[GDPR] (for more see here http://www.eugdpr.org/). Privacy by
design and by default in your product/service is of equal impor-
tance with FTO, Rights clearance and IP strategy (3.1, 3.2 and 3.4)
and adds significant value that may attract candidate investors,
users and customers.

3.8 Patent Pending

No » No, my patent is not at a patent pending status yet
Yes » Yes, my patent is at a patent pending status
Not applicable » Patent pending does not apply in my case

You have decided to go all the way trying to protect your IP with
a patent. Bear in mind that filling a patent for a startup entails a
trade-off. On the one hand, you must file as eor|y as possib|e in or-
derto prevent others from b|ocl<ing you and, on the other hand, you
must file as late as possible in order to bring closer patent-related
costs and po’ren’r-re|o’reo| revenues. Note that hoving a patent that
you cannot pay for, will have the opposite effect, as you will not be
profected and, at the same time, your invention becomes public
information.
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A patent is obtained by ﬁ|ing an opp|ico’rion. The ﬁ|ing date of
an application is important, as it sets a cut-off date after which
any public disclosures cannot form prior art (see 3.1). In some coun-
ties (such as the US, the UK and Australia), one has the option to
file a provisional patent as an in-between step before filing for a
(non-provisional) patent.

Provisional patent: After filing for a provisional patent, you have a

time limit of 12 months to file for a non-provisional patent applica-
tion, otherwise the righ’rs to claim the benefit of provisionc1| opp|i-
cation are lost. Provisional patent applications are not published,
as they are not examined and they cannot be renewed. Main ad-
vantages: a) ease of preparation, b) low cost, and ¢) the ability to
use the term “patent pending”. Although there is no such thing as
a renewal for provision0| patents, in practice you can re-file your
provisional patent. In this case, you start with a brand new filing
date and you cannot link the applications together. This is especially
important since most countries (including the US since 2013) have a
“first to file” and not a “first to invent” patent system.

(Non-provisional) Patent: A patent application includes a descrip-

tion of the invention, followed by a clear description of the patent
claims, which are the most crucial added value points of the inven-
tion and define the ‘patent protection space. Where applicable,
a patent is accompanied by relevant drawings on the invention's
functional dimensions. Just like in the case of the provisional patent,
once you have the ﬁ|ing date you may use the term “patent pend—
ing” (meaning that a patent has been filed but not issued).

After the patent opp|ico’rion, an examiner is ossigned fo exp|ore
claims’ validity and patentability in-depth. In most countries, the
patent opp|icon‘r has the option to question or rep|y to the exam-
iner's decisions (‘prosecution’). This process might require not only
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specio|izeo| |<now|edge in terms of procedures, but also the formu-
lation of sound and solid patent claims. Getting a patent granted
is often a time-consuming process which requires patience and
persistencel

Note: However, even if you decide to drop out after your patience
has run out by the examiner..., in some countries you could still retain
some rights to use your invention (e.g. requesting for a Statutory
Invention Registration in the USA) with no rights, though, to hinder
another inventor for getting a patent occomponied from similar

claims...

For more information on how to file patents correc’r|y see here

https://bitly/2CSmAgX.

3.9 Patent Granted

No » No, | have not a patent grcm’red yet
Yes » Yes, | have a patent granted
Not applicable » Patent granted does not apply in my case

The value of the patent lies on its exploitation and you will need time
and resources to defend it once it is filed (for example, to sue for patent
infringemen‘r). The best protection, ’rhough, for a patent is to make it
work as soon as possib|e and to make the most out of it!ll In other
words, ‘Shut up + Run'’.

If your intention is to spread your wings at an international level (which
is fair for a patent owner...), you should know that there are different op-
tions for you fo do so. First, you could go ’rhrough the International Patent
System (PCT) which assists applicants in seeking international patent
protection for their inventions. The filing of a PCT infernational patent
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opp|ico’rion provioles the framework for 0pp|iccm‘rs to seek protectionina
large number of counties. Certainly, PCT is an expensive option; however
it gives you 18 months for deciding on which countries to seek protection
(the so-called “national phase”). Alternatively, you have the option to file
a patent in a Paris Convention country (for the list of countries see here
https://bitly/20h6it8), and, after that, to file separate patent applica-
tions in other Paris Convention countries within 12 months. Other options,
depending on your specialized needs, might include national appli-
cations in national offices (’rime-consuming, not that cost-efficient but
compatible with strategies to enter in a very small and specific number
of countries) or regional applications in regional offices (e.g. European

Patent Office).

The route that you will follow should be inextricably aligned with your
patent strategy (yes, you ough’r to have a clear patent strategy even
before you become an owner of a single patent!). Different patent strat-
egies entail different resources, priorities and opportunities. For instance,
some strategies (the Castle and the Moat) rely on the option to patent all
aspects of the new “patent space” (file the core patent along with all the
related components). Likewise, other strategies are compatible with cas-
es of limited patent budget (Patent the Tree, Cut the Forest). With regard
to this, the company files the core patent and then publishes details for
each of the interrelated components. Once you have a large-scale pat-
ent budge’r, you are cer’roin|y fo||owing the Shofgun Approoch (patent
everything!), while you Patent as You Go where you protect some aspects

of products as they evolve (Gibbs & DeMatteis, 2003).

In some industries the fact that you own a patent (as a small startup)
may hinder you from selling to large companies simply because they
do not o|eve|op produc’rs for which ‘rhey will depend on you. This does
not mean that you should not file a patent. This simply means that you
should not reveal to your partners/clients the fact that you have a patent.
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This enables you fo block others from b|ocl<ing you and o|woys have an
‘ace up the sleeve’

At the same time, your patent (as well as your [P in genero|) could be
implemented and exploited throughout your own business activities but
it could also be licensed. A license provides the permission (to the licens-
ee) to exp|oi’r an IP asset under a specio|izeo| agreement which includes
payments/fees for a pre-determined authorization period. It can be
exclusive, non-exclusive or co-exclusive. It is herein that you should decide
how your |icensing strategy is o|igneo| fo your current (and future business
model) and how you will make the most of it.

56









4. COMPETITION

4.1 Three similar offerings

No » No, | have not found yet three similar oﬁcerings
Yes » Yes, | have found three similar offerings

|o|en‘rify at least three offerings that are similar to your p|omneo| of-

fering. You are looking for companies that are as close as possible

to what you have in mind to offer to your target group. Similar
oﬁcerings may derive from:

a) competition - businesses that solve the same “problem” that you
infend to solve,

b) companies offering produc‘rs/services in a different environ-
ment - businesses that solve the same prob|em with what you
intent fo solve and target the same type of customers, but do
so in a different environment (e.g. | want to start a company in
Estonia that is similar to one | have seen operating in France),

c) solutions opp|ieo| in a different indusfry but have many com-
mon characteristics (e.g. if you want to start the Facebook of
dogs, then you need to study what Facebook is offering and

how it is sfrucfurec/).

4.2 Strategy canvas

No » No, | have not done the strategy canvas yet
Yes » Yes, | have done the strategy canvas

The aim is to benchmark your startup against competition from
the customer's point of view. Firstly, define all the aspects of your
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value proposition in terms of ‘pain relievers’ (e.g. reduction of cost,
reduction of risk) and ‘gain creators’ (e.g. access to new customers,
extra features to the customer’s product). Score each aspect of
your value proposition on a scale from 1 (low) to 5 (|’1ig|’1). Do the
same by scoring all aspects of your competitors’ value propositions.
Use the Strategy Canvas to visualize the result and find where you
differentiate.

ATTENTION. Think of competition in terms of competitive solu-
tions. You compete against all those who solve the same ‘problem’
you intent o solve, whether these are other companies, organiza-
tions or even "homemade” solutions (e.g. if you are planning to create
a youth hostel, Couchsurfing.com is one of your competitors). You
may recognize a certain company as a competitor (e.g. IKEA) or a
number of companies that share similar characteristics (e.g. small
local furniture stores). For a template of the Strategy Canvas see
here https://bit.ly/2CSWIBA and for a template see here https://

bit.ly/2NHRyGu.

4.3 Benchmarking

No » No, | have not benchmarked competition yet
Yes » Yes, | have benchmarked competition

After you have identified and strategized your competitors, it
is important to benchmark yourself against the competition!!!
Benchmorking is a way of discovering what is the best performcmce
being achieved. Think of competition as anything that solves the same
‘problem” (even if those solutions involve non-pecuniary transac-
tions/relations). Search for both direct and indirect competition.

60



4. COMPETITION

One of the bigges‘r mistakes startuppers make when ‘rhey first
benchmark, is that they limit their benchmarking activity to their own
industry, or field. Benchmarking within your industry is important!
However, as stated above, competitors could also appear outside
your indusfry if ‘rhey can somehow solve the same prob|em as your
company does for the final customer. Consider how your customers
are 0|re00|y so|ving this prob|em on their own. By iden’rhfying how
the market is already addressing this issue, you can highlight actors
outside your ino|us’rry who may be po’ren’rio| competitors. For exam-
ple, if you are an electric car company, your competitors are not just
other electric cars. You are also competing with transit companies
(such as busses, trams and trains), bicyc/es, and your customer’s own
two feet!

As previous|y mentioned, you may recognize a cerfain company
as a competitor (e.g. IKEA) or a number of companies that share
similar characteristics (e.g. small local furniture stores). Initially, you
have to agree on the basic factors/measures of benchmarking. In
order to do so, you have to determine the gap between your current
performance and that of your competitors. Start by building a table
where you can sum up all factors of competition. For an exomp|e
check the table below.

Price Delivery On line Personal
guidance
Only i
Local pastry | 15-25 i
large No Yes
shops Euros .
quantities
Build 14-18
urie your Yes Yes No

own cake Euros
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You may benchmark your basic produc’r(s) inc|uo|ing also a number
of technical characteristics (e.g. fuel consumption) and/or compa-
ny characteristics (e.g. competitor X basically provides services in
Europe). Avoid benchmorking for some’rhing that you cannot mea-
sure or that you cannot justify - or at least if you do it keep it for
yourself and do not include it in your pitch or your business plan
(subjec’rive evaluation of competition migh’r spur conversations that
most of the time do not end very well for you).

4.4 Competitive analysis

No » No, | have not done a competitive ono|ysis yet
Yes » Yes, | have done a competitive analysis

Benchmark ono|ysis is not your competitive cmo|ysis. Be carefullll
Here you attempt to mirror your closest competitors’ performance,
since you focus only in specific performance measures. Competitive
cmc1|ysis can also he|p you iden’rify chonges you should make to
your business strategies. Having conducted a benchmark analysis
you can now select 2-4 companies that you consider your main
competitors. For these companies you need to find as much infor-
mation as possib|e, inc|uding their business model, their financials,
the price of their products/services, product/service features, cus-
tomers re|on’rions, type of customer service, bios of main executives,
company's image, location, convenience, etc.

Search on secondary sources of information, which are recommend-
ed as an excellent starting point for developing a competitive anal-
ysis. Try to idenfh‘y their main s’rrengfhs and weaknesses, and also
recognize where they may be able to outperform you. Find their ba-
sic objectives. Do they seek to gain market share? Do they attempt
fo capture premium clients? Have a look at their odverﬁsing and
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pub|ic relations methods in order to iden’rify what type of morke’ring
strategies they use. How do they position themselves in the market,
and how do they approach the customer? What is the company's
mission and values? Try to ﬁgure out how you can take market
share away from their business and how they would respond when
you enter the market.

For more information try to visit their websites, selling locations -
if possible, evaluate their marketing and promotional strategies.
Moreover, try to talk to peop|e who do business with your competi-
tors and find out about their experience and what they think about
them. Finally, after collecting all this information, try to identify
your current competitors’ target, how you will differentiate yourself,
your actions if they try to drop you out of your market, your actions
if new competitors appear in your market. Remember, there are
many ways to address your customer’'s market. Do not forget to
make at least once a month a search for deve|opmenfs regording
your competitors. Sales and demand may be seasonal or fluctuate
based on certain factors. Can you recognize these? In order to sell
you need market intelligence, so you have to keep up with all the
o|eve|opmen’rs.
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5.1 Define “problem”

No » No, | have not defined the “problem” yet
Yes » Yes, | have defined the “problem”

Defining the “problem” you aim to solve, is one of the initial steps
we discussed when considering the short descrip’rion (see 1.0).
Remember, it can be important to think of products/services you
infent to offer as responses to “problems”. Forget for the time being
'your solution’ (i.e. products/services) and try to think in terms of
‘problems’. No solution will succeed unless it solves real problems
that enough peop|e have. Thus, the first step is to understand the
problem you intend to solve. Complaints and frustrations are often
good starting points. At this point, try to define/describe

- a prob|em (that you are going fo solve) or

— aneed (that you are going to cover) or

— agap in the market (that you are going to fill-in) or

— an oppor’runi’ry/’rrend (’rho’r you intent to fo||ow).

At this point your aim is to define the “problem” and not the solu-

tion. Approach this from as many angles as you can. Who has the

problem? Where is it located? What is causing it? Moreover, try to

define -from secondory data- the mcgnifude of the prob|em. It is

important af this point

— to define case studies that you can later generalize (e.g. an
apartment of 50 s.m. in Paris is spending app. 1.200 Euros for
heaﬁng per year, Cheryl is a real estate agent who is reluctant/
scared to show empty country houses to men as a number of
assaults have been reported).
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— to give related numbers (e.g. number of peop/e hoving heart
attack every year, cost of fuel for airplanes conducting regional

flights).

Adding numbers to the problem can be a useful basis when you

calculate your Total Addressable Market (see 5.3 TAM).

5.2 Verify “problem”

No » No, | have not verified the “problem” yet
Yes » Yes, | have verified the “problem”

Great solutions are not made in a vacuum. "Get out of the build-
ing” and try to verify if your potential customers have the problem
you described earlier. At this stage, you need to understand your
customer’s perception of the problem and their need (or luck of it)
to solve it. To do this, you will first have to identify your prospective
users and connect with them persono”y. Approoch your customers
with empathy and learn about their:

—  jobs (things/tasks your customers try to achieve in their work or
in their |hce),

—  pains (things annoying your customers before, during and after
frying to get a job or simp|y prevent them from gefting a job
done or even risks associated with jobs) and,

— gains (the outcomes and benefits your customers want).

Prior to getting in touch with your potential customers, identify the

different target markets (see 6.1) and fry fo create a persona for
each one of them (see 6.2 Customer profile).
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By getting in contact with your target audience you need to find
out: a) what you solve (problem), b) who you compete against (ex-
isting alternatives) and c) who has the pain (customer segment).

ATTENTION. Be aware of bias. When trying to be nice, peo-
p|e may lie in an effort to be po|i+e. At this phose, structure your
questions osking about their prob|em and do not ask questions like
“would you buy that?”. When conducting customer interviews, be
sure not to ask leading questions. Ensure your questions are free of
bias by testing them out prior to going out in the field, and obtain
feedback from your feam and mentors. In other words, use the Rob
Fitzpatricks Mom test (for more see here https://bit.ly/2QrW7n0

and here https://bit.ly/2MasFKN.

A typical order in a ‘problem interview’ would be:

1) It seems that some people/firms (like yourself) have trouble
with..... (state the problem). |s this also your case?

2)  What are you currently doing in order to solve this problem?

3) How do you imagine the ideal solution to this prob|em would
be?

4)  Are you willing to pay for a solution to this problem?

Be sure to practice your questions before going out on your inter-
views, so that your delivery sounds natural. Finally, ensure that you
give yoursehc omp|e time to do the research and to obtain valuable
feedback. Basic principles to follow during the procedure:

—  prefer face-to-face inferviews

—  start with your circle of peop|e

— trynotto be alone

— take notes and document the basic outcomes of your meeting

After conducting a number of interviews, use a “problem recogni-
tion scale” (Blank and Dorf, 2012) to arrange the answers you got:
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—  latent prob|em: customers have a prolo|em but don't know it.

— passive problem: customers know the problem but arent moti-
vated or aware of the opportunity to solve it.

— active (or urgent) prob|em: customers recognize a prob|em or
passion and are searching for a solution but haven't done any
serious work fo solve the problem.

— vision: customers have an idea for so|ving the prob|em and
even have cobbled Jrogefher a home-grown solution, but fhey
are prepared fo pay for a better one.

If the answers you found fall into the last two categories, all you
need to do is convince them that if they are developing it them-
selves, they're shifting towards a different (usually non-core) busi-
ness, your new business! If the answers you received fall into the first
two categories you might need to find a new “problem” to solve. In
this later case, you need to “educate” your customers in order to sell
to them and as a startup you have neither the resources, nor the
time to do so.

How do you know when you have enough responses? After com-
p|e’ring a number of customer interviews, over time you may begin
to notice several patterns and themes in the responses you receive.
While more responses will give you more feedback, if you have de-
fined a narrow and speciﬁc prob|em, you will begin to find that the
customer responses will begin to converge at a certain point. Here,
is where the problem and the prospective market begins to con-
verge. What hoppens if you do not reach this point after a number
of customer interviews? There could be several problems. First, your
sample size may not be representative or your questions do not
occuro‘re|y address a concrete prob|em, inthe eyes of the consumer.
Take your feedback and go back to the drawing board. If you are
not able to reach your target group to verify if they have the prob-
lem you assumed, most probob|y you will not be able to reach your
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target group when you have an MVP (see 8.1, 9.1 and 10.1) or, even
worse, when you have developed a final product.

ATTENTION. Surveys are not a good idea for initial learning. At
this stage, you are there primarily to listen, explore and learn. On
a later stage, you may use surveys in order to verify what you have
learned from customer interviews.

5.3 TAM (Total Addressable Market)

No » No, | have not calculated the TAM yet
Yes » Yes, | have calculated the TAM

The calculation of the TAM is the expression in Euros (or currency
of your choice) per year of how much you will earn by so|ving the
“problem” you have defined. In order to define the TAM, you have
to calculate the (theoretical) total turnover of your business in case
all customers buy on|y from you as if there are no competitors. The
identification of TAM serves as a quick metric for the underlining
pofenﬁo| of a given opporfunify—cmd is a key ﬁgure that is im-
portant for investors to understand the prospective value of your
company.

Bear in mind that even multi-billion dollar corporations do not sell
to ‘everyone’. If you intend to sell to a mature and well-defined mar-
ket (e.g. foofhpasfe markef) you may find this number in an indus’rry
report referred to as the ‘size of the market’ (top-down approach).
However, in many cases this is not possible and you will have to use
a bo’r’rom—up opprooch. In order to do that, count the number of
potential customers you have (e.g. No of oncologists, No of girls
going to high school, No of orange juice producers) and, in turn,
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the annual revenue per customer per year. If you mu|’rip|y the two
numbers, you will get your TAM.

To estimate the true size of your TAM, start with a market that is
in your niche (not just a related one). Calculating your TAM at an
early stage helps you define where you are heading to. If your TAM
is too smalll, it might not be worth it to try. Alternatively, if your TAM
is too |orge, then this market may be out of reach for you and you
will have to re-segment it. Remember, your TAM is only a portion of
the entire market (for more see here https://bitly/202MNrte).

Progressing with your startup it is most likely that your TAM will
change. Note that, on an early stage, the TAM may also be calcu-
lated by the number of units sold, which helps in case you have not
gone so far yet in pricing your proo|uc’r.

The TAM is an important metric as it shows the potential mag-
nitude of your potential market. According to Marc Andreeseen,
the Nol company killer is lack of market (for more see here
https://bit.ly/2uXAv8H). Take your market seriously and ex-
amine how your produc‘r will odequo’re|y captfure the available

market.

ATTENTION. Calculating your TAM does not mean that it makes
it easy to come up with sales forecast. Have in mind that the ar-
gument that you will get a 1% market share (based on your TAM),
without any other reasoning, is not a convincing argument tfowards

investors (for more see here http://bit.ly/2NenjHM).
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5.4 Define solution

No » No, | have not defined the solution yet
Yes » Yes, | have defined the solution

Based on your findings from verifying the “problem”, it is now time
to you start deve|oping your unique solution. Here, it is important
to formulate the benefits that you intend to offer in the form of
products and services (examples of benefits are lower cost, increase
in the sense of security, reach of new markets). Have in mind that
it is very important in the next phases to support your benefits with
numbers wherever and whenever you can (e.g. we are lowering the
cost for hecn‘ing by 30%, with our he/p you may reach 10 million
potential users).

You may now start bui|o|ing the features of your produc’r/service.
Based on your experience from interacting with your customers, try
to find the minimum feature set needed for launch. Now you know

how your Minimum Viable Product (MVP) should look like.

By defining the problem, you might find that what you can offer, is
only a part of what the customer needs. In other words, the solution
to his/her problem is a puzzle of products and services and the
customer is not Wi||ing to (or simp|y can't) bring this puzz|e Jroge’rher.
If this is the case, you have three options:

— you re-segment in order to find the customers that can find val-
ue in your oﬁcering (sorry mate, enfrepreneurship is not a linear
process - you need to make a loop, it is part of the game).

— you integrate your products/services in somebody else’s offering.

— you integrate other produc’rs/services in your oﬂ:ering (e.g. com-
bined services).
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For example, UNU motors, a startup from Germany that is pro-
ducing electric scooters, partnered with Bosch for the service of its
scooters. An innovative scooter without a trustworthy and dense
network of garages was not a good solution.

You may develop your products internally, or in collaboration with
customers, supp|iers, comp|emen’rory partners or even competitors
(coopetition). Who and how will offer the products to the customer
is also a part of the solution you have to define. In this respect, you
may bring the solution to the market yourself (internal exploitation),
or it could be your partner who brings the solution to the customer
(external exploitation) or you could both bring the solution to the cus-
tomer (co-exploitation). Combining the two aspects and this yields
the 5-by-3 table shown below which represents your alternatives.

...leading to

Internal
Exploitation

Develop solution

internally

ATTENTION. Usually most of us are fixed on the upper left alter-
native and, even worse, we take it for gronfed that there is no other
alternative. Explore all alternatives before you proceed.
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Take your feedback and go back to the drowing board. If you are
not able to reach your target group to verify if they have the

5.5 Test solution

No » No, | have not tested the solution yet
Yes » Yes, | have tested the solution

Congro‘ru|o’rions for getting to this point! By now, you have come
quite a far way already. Besides having conducted the previous steps
of this category, you should also have an MVP, you should have
defined your Target Markets (see 6.1), you should have described
your Customer Profile (see 6.2) and you should have constructed a
number of hypotheses by developing your Business Model (see 1.2).
A business model is designed to |'1e|p you experiment. This means
to make guesses (hypofheses), to test these guesses and make
changes based on the results of those tests. Having designed these
hypotheses, it's now time to start testing these hypotheses. How will
you do that? By running real life experiments.

On the basis of the solution you have defined (see 5.4) and with the
help of your MVP you are asked to organize a real life experiment
fo verify your assumptions. Real life experiments are there to test all
parts of your business model (including partners, suppliers, develop-
ment of the team etc). However, the most crucial experiments are
those invo|ving customers. Or, in other Words, those that validate (or
invalidate) your value proposition. Experiments in relation to (poten-
tial) customers are used to test (in reverse priority order):

a) customer’s inferests and the importance of the offered solution,
b) priorities and preferences and

c) the ability and willingness to ‘put the hand in the pocket.
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A|’rerno’rive|y, fry to iden’rify if your produc‘r is a ‘nice to have or a
‘must have. Remember at this stage, it is better to have a few your
products. These initial customers will become your “evangelists” and
will he|p build your community and spreod the world.

Because nothing is more powerful than an example, at this point
read how the founders of Airbnb tested their idea back in 2007 (see
here https://read.bi/2IHGHid).

Just as in the case of Airbnb, remember that the best experiments
are those that show if your customers are willing to pay (even a
small amount). There is no better proof of concept than you custom-
ers’ actual decision to buy. Even if there is no money involved in your
experiments, do not start experimenting unless you know what you
are measuring and how you p|cm to measure it. You need metrics
that will tell you if your experiment has failed or succeeded. At this
stage, failure is part of the game.

ATTENTION. This part is all about creativity. There is no such thing
as a ‘complete’ list of experiments from which you may choose. Be
creative and think wild.

Try to follow the following criteria when designing experiments: a)
measure one +hing at a time, b) you should be able to run them within
a short period of time, c) experiment on one target group at a time.

After having completed each experiment, review all of the data you
received and use it to decide how to proceed. At this point, do you
need to adjust your business model? Make a pivot (fundamental
chonges)? Do the experiments confirm your hypofheses? What
have you learned from this process?
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In most cases, testing your solutions requires to reveal your business
idea and many founders are reluctant to proceed, because they
prefer to keep their idea on a stealth mode and..LAUNCH!! There
is more to gain (feedback, sale leads, new opportunities that fit to
your capabilities) by discussing your idea than there is to lose. It's
been said, that ideas are cheap, and execution is expensive. Anyone
can have an idea for any produc’r or service, no one u|’rimc1’re|y has
a monopoly on ideas. What distinguishes an idea, is your execution
of it. This is what brings added value. Consider that Google was
not the first internet search engine or Facebook was not the first
social network. Amazon was not the first p|oce to buy books online.
However, what dis’ringuished these companies from the competi-
tion, was in their execution. By learning from your experiments, you
will be able to build on your ideas and execute better.

5.6 First customer

No » No, | have not any paying customer yet
Yes » Yes, | have my first paying customer

Whether it is part of an experiment (see 5.5), or you have launched
your product, you are now at the stage where you must try to
convince customers to buy from you. Customers that are actively
seorching for a solution (see prob|em recognifion scale in 5.2 Verhcy
“problem”) to the problem you have identified are often ready to
accept an imperfect solution as long as it solves (at least partly) their
prob|em (you may refer to these customers as your ‘eor|y odop’rers').
Knowing that your product will be improved is an add-on to the
argument why they should buy from you.

As with all startups you will also suffer from the liability of newness.
There is no evidence for your client that you can deliver the value
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proposition that you are oﬁcering. In order to improve your position,
you have to help your (potential) customer to evaluate your value
proposition, and enable them to build trust. A way to do this could
be to call the produc’r a beta version, test o|rive, free trial or refer-
ence case (of a user who is using your product for free). Be creative,
and be honest with potential customers about the limitation of your
produc’r. Be sure to nighhgh’r excxcﬂy what your produc’r does, and
what it can be expected to do.

Once you have your first customer... CONGRATULATIONSI!!I
You might think that this is a small step in your overall effort, but in
fact it is a giant leap for your business. But now it is not time to sit
back and relax. With your first customer, it is important to continue
to gain feedback and to learn how he/she is using the product.
What are their pain poin’rs? What features are Jrhey |ool<ing for, that
are not yet available. Try to learn as much as you can from their
experience, to improve and build upon your product.

Next, try to find if and how you can use this client as a marketing tool
(fes‘rimonio|s, reference case e‘rc). In many industries, the first customer
that is Wi||ing to share his/her positive experience with other customers
(initiated for example by the fact that you have offered to this cus-
tomer a low price) is the half way to success. This is especially the case
for B2B firms. A great case on how to do this can be found in Paul
Graham's "Do things that don't scale” (see here https://bit.ly/1dpkOko).
In it, he recounts of Airbnb’s initial user acquisitions and the fragility
of the company at the beginning. Do not neg|ec‘r your role when it
comes to early users. Your attention to their customer satisfaction must
be considerable—Steve Jobs characterized that your attention to them
should be “insanely great”. Your success at this stage depends on their
useful conversion. Take this role seriously.
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5.7 Initial client base

No » No, | have not an initial client base yet
Yes » Yes, | have an initial client base

Once you have an initial client base, you have a different type of
prob|em, nome|y sco|ing your business. Sail away on ships of wonder...

Do not underestimate your initial client base. These initial users will
be the ones that put your fraction in p|c1ce. Do not neg|ec’r them,
and ensure their experience is the best that it can be.

As you gain your first customers, you have to start opp|ying startup
metrics. Applying metrics can help you keep an understanding of
what is (or is not) working. Moreover, if you want to create an invest-
able company, metrics can provide jus’riﬁed evidence that your busi-
ness is scalable (for two lists of the most important metrics for startups

see here https://bitly/IMESRh2 and here https://bit.lv/IMgbHrg).

For more on growth you may read "Why startups need to focus on

sales, not marketing” (see here https://on.wsj.com/2p5Kt4w) and "A
recipe for growth” (see here https://bit.ly/2p4XRpF).

77






6. MARKETING AND
COMMUNICATION

6.1 Target markets

No » No, | have not defined the target markets yet
Yes » Yes, | have defined the target markets

Your target market consists of a set of buyers who share common
needs, values or characteristics (e.g. age, sex, educational back-
ground, monfh/y income, frctcliﬁons, desires, efc). Since your buyers
-as human beings- have unique needs, values and desires and since
you can't separate each buyer as a different target market, you
have to look for buyers with common needs, values or character-
istics. The individual targeting is worthwhile for your startup since
you must look for a broader market which follows the rules that
you have previously set. For each of the chosen target market/s you
have to set specific value propositions, pricing, USP, sales promo-
tion, PR and advertising, following the specific characteristics of the
groups of customers that you have already chosen to target. Your
main aim is to identify a space in the market and to make sure this
space is |c|rge enough that will allow you fo stand on your own.

6.2 Customer profile

No » No, | have not created a customer profile yet
Yes » Yes, | have created a customer profile

Is it easy for you to describe your ideal customer? Can you create
a customer profile called “personas™? This “personas” will help you
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better understand and visualize your target market (see 6.1. Target

Markets). With these personas it will be easier to make deliberate

decisions about developing and targeting your product or service.

Hence, try to describe him/her with the following criteria:

1.

Demographics (age, gender, income, occupation, marital
status etc)

Psychographics (preferences, personality type: conservative,
fun seekers, creative, altruist etc)

Behavior (|i|<es, dis|i|<es, hobbies, sports, what do ’rhey need for
leaving, etc)

Try to be speciﬁc! Start by odding a pho’ro or an image of him/

her, drawn perhaps from Google images, and then answer these

questions:

Who is it (give him/her a name, e.g. John Smith)?
What's his/her job?

How much money does he/she earn per month/year?
How is he/she dressed?

How does he/she move (eg. by car, metro, bike etc)?

How does he/she search for products (online or offline)?

What does he/she search online?

Whatis his/her preferred Marketing channel (TVads, Facebook,
Twitter, emoi|, |ns’rogrom, SMS morke‘ring, in-store promotions
etc)?

What are his/her problems or needs?

What are the benefits of ﬁnding a solution?

What types of promotion would attract this type of customer?
Discounts, giveaways, add-ons, new products, events?

Also, if possib|e, fry to connect your personas with one of your
biggest competitor's customers. How do they buy?

80



6. MARKETING AND COMMUNICATION

On the other hand, ifyou sell produc’rs in B2B markets fry to describe
the ideal company to do business with. Try to describe the company
in detail. For exomp|e, find the number of emp|oyees, their yeor|y
revenue, their scope, their geogrdphicod coverage or their budge’r for
a specific purpose (e.g. budget for R&D). Your customers can be the
key area where you create value. Consider how you can raise their
expectations outside of your competitor’s reach. What can elevate
their experience? For more see here https://bit.ly/1IUiZLU.

Creating a strategy with these ideal customers (personas) in mind
will help you avoid wasting time and resources on unsuccessful
morke‘ring/odver‘rising efforts. Through focused and more consis-
tent marketing communications (online or offline), you'll be able to
better reach the new customers you need to take your startup to the

next level.

Your morkeﬂng strategy can be a unique added value you pro-
vide to your customer. Take the case of Pinterest: The secret behind
Pinterest's growth was marketing, not engineering (for more see

here https://bit.ly/I0BHd1U).

6.3 Pricing

No » No, | have not set the prices yet
Yes » Yes, | have set the prices

Pricing is_not just the amount of money chorged for a produc‘r or
a service, or the amount of money that covers costs plus a target
profit. Pricing decisions must start with customer’s value, since it re-
flects the value the pockoge of benefits has for customers. When
customers buy your produc‘r or service, They exchonge somefhing
of value (the price) in order to get something of value (the benefits
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of hoving or using the produc’r/service). The value can be different
to different customers and in different circumstances. Hence, good
pricing decisions begin with a complete understanding of the value
that your produc’r or service creates for customers. An important
factor affecting pricing judgments depends totally on the competi-
tive advantage your startup enjoys. However, no startup can afford
to ignore direct or indirect competitors.

Even if your product or service is unique, you will face price resis-
tance and, ultimately, there will be a price that is "too high” for
customers. On the other hand, there will be a price that is so low,
that customers will not believe the product or service can deliver
the claims it makes. The value-based pricing lies on your customers’
perception of your product’s or service's value or on offering the
righ’r combination of quo|i‘ry and good service at a fair price.

The two main pricing options are:

- Skimming pricing: chorging a high initial price af launch. This
tends to be used on highly innovative products or services or
high-value products or services.

—  Penetration pricing: chorging a lower price at launch. This builds
sales quickly only in places where no regular customers exist.

Pricing can be a difficult mechanism to get righ’r. Take your time to
develop a pricing strategy that works for you. Have a look at this li-
brary when developing your pricing strategy: https://bit.ly/2p4iWAL.
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6.4 USP (Unique Selling Proposition)

No » No, | have not defined the USP yet
Yes » Yes, | have defined the USP

The Unique Selling Proposition (USP) is the factor that differenti-
ates your startup from its direct or indirect competitors or the “place”
that your product or service occupies in the consumer’s minds rel-
o‘rive|y to competition. [t is a morke‘ring concepft that was iniﬁo”y
and his’rorico”y used to exp|oin a pattern in successful odver‘rising
campaigns. Today it is used not only in advertising, but also in other
fields to describe any aspect of your product or service that differ-
entiates your startup from competition.

Don't be afraid! Many startuppers believe that by doing that, they
are being niched and that ’r|’1ey narrow down their target markers.
This is a mistake! Your intention is to describe your product or your
service in a way that differentiates it from competitors. Defining the
USP of your startup is of the outmost importance in order to build
profitable relationships with your customers. You must understand
their needs better than the competitors and deliver more value to
them. Providing customers with high value products or services,
helps you differentiate yourself and gain a competitive advantage.

6.5 Advertising

Not defined » | have not defined yet if | will conduct odver’rising
Defined » | have defined that | will conduct advertising but |
have not started yet

Started » | have started advertising

Not applicable » Advertising does not apply in my case
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Adver’rising is any poid form of your non—persono| presence and
promotion of your product or service through mass media. In or-
der to advertise your product you have to make four important
decisions:

—  First, set the advertising (or sales) objectives. In this stage, you
have to decide whether your aim is to inform the con-sumers
about your new produc‘r or service, communicate your produc’r/
service value, explain how it works and suggest them new uses
or to be persuasive in order to build your brand, encourage
them to switch to your product/service and purchase your prod-
uct now.

—  Second, set the odver’rising budge‘r. In order to set the budge‘r
you have to bear in mind the expected market share, the com-
petition, the frequency of advertising and the USP.

—  Third, set the message of the odver‘rising. The message must be
distinctive and memorable in order to present your product/ser-
vice value and differentiate you from competition. In this message,
you have to include your USP.

—  Fourth, select the odver‘rising media. In order to select the me-
dia you have to rethink the target market that you address your
produc’r/service fo. According to your target market you have to
select between TV, radio, newspaper, outdoor, internet adver-
tising (social media, email, mobile, Google ads, etc).

6.6 Sales promotion

Not defined » | have not defined yet if | will conduct sales promotion
Defined » | have defined that | will conduct sales promotion but |
have not started yet

Started » | have started sales promotion

Not applicable » Sales promotion does not apply in my case
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Sales promotion consists of short-term incentives added on to the

basic benefits offered by your product or service, to encourage the

purchase of your products/services. Sales promotion includes a

variety of promo’riono| tools:

—  for your customers (special offers, premiums, contests, coupons
etc),

— for your retailer (specio| discounts, free produc’rs/services, |oy-
alty bonuses),

—  for businesses (conventions, trade shows and sales contests),

— for the internal environment (your employees) of your startup
(bonuses, commissions, free gifts etc).

Sales promotions are usually used together with advertising and
personal selling.

6.7 Public relations

Not defined » | have not defined yet if | will conduct pub|ic relations
Defined » | have defined that | will conduct public relations but |
have not started yet

Started » | have started public relations

Not applicable » Public relations does not apply in my case

Public Relations (PR) is another mass-promotion technique avail-
able for your produc‘r or service. It's about your efforts to build good
relations with your startup’s various target groups, and to obtain fa-
vorable pub|ici’ry and build a good image. PR has a strong impact
on the pub|ic awareness about your startup at a much lower cost
than advertising. So far, the PR builds more a brand more efficiently
than advertising. For efficient and effective PR, you have to get out
of your office and build valuable relations with your target market,
investors, the media and their communities. The main PR tools that
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you can use are: speeches in conferences, lectures in universities,
participation in special events, creation of corporate identity ma-
terials (stationery, brochures, signs, etc), or of audiovisual material
(DVDs, online videos to YouTube etc) and, finally, sponsorships. But
remember that the most important tool is your startup’s website,
as it informs and entertains the pub|ic, it can handle crisis and it
controls better your USP consistency.
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7. BRANDING

7.1 Brand name

No » No, | have not defined the brand name yet
Yes » Yes, | have defined the brand name

Brcmding is all about imagery, it is "/cmguoge that proc/uces pictures
in the minds of people” and also “pictures, photographs and de-
sign elements” (Oxford Learner’s Dictionary, 2016). To create your
brand iden’ri’ry, first choose the name of your venture, which must
be simple, short, unique, flexible and easy to pronounce. The
following 7 hints will guide you through this process:

Pay attention to detail: take your company’s naming procedure
very seriously. The name you choose will follow your company along
all its life cyc|e. Can you imagine yoursehc trying to chonge your
name in your 20's?

Build your self-awareness: build your company’s internal knowl-
edge regording what you do and who is your customer. In order to
keep your thoughts organized, build a creative brief (link).

Identify useful keywords: create a list of keywords describing what
you do and all the starfup names that you like.

Consider limiting letters & syllables: Shorter names are easier to
remember and easier to use on forums such as Twitter, etc. Think
about keeping you name around 7 characters, 2 sy||ob|es and to-
tally avoid numbers. This is a rule, though, you can bend if other

criteria are met.
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Research the digital world: Check trough the International Patent
and Trademark Offices and the Network Solutions WHO 1S da-
tabase, to determine, your chosen name is already in use and the
ovoi|o|oi|i’ry of domain names. It is not a co’rds’rrophe if the .com
domain is not available, it is, however, a sign that there is competi-
tive traction around your name. Also take special care in searching
if your proposed name is associated to any social media accounts
including Twitter, Facebook, Instagram, LinkedIn, Google+, etc. s
your prospective name being used for something else? Consider
how your name might be interpreted across platforms.

Test your name: check the spe||ing of your name using the latest
Al tools (Apple has Siri, Amazon has Alexa, Microsoft has Cortana,
and Google has the new and refreshed Google Assistant). Also
check the meaning of your name in different |onguoges using on-
line translation tools or even better real people. You could also use
a more physical exercise, called “the Bar Test”. Go out in a bar and
when someone asks what you do, tell them the name you chose
in a small sentence, which also describes your company. If they a)
didn't catch the name, b) cannot spell it, or ) don't get the relation
to what you do, you failed.

Use brand storytelling: when you finally choose you brand name,
share the story of its selection and make it compelling.

To inspire you on this quest, check the story behind the names of
tech giants (for more see here hffp://bi’r.&/?x'xukB) and test the

strength of your name (for more see here https://bit.ly/2xgXhsS).

FOI’ some exomp|e on |’10W to bui|d bI’OI’]d awdareness see here

https://bit.ly/2vKi6Ox.
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7.2 Corporate identity

No » No, | have not created a corporate identity yet
Yes » Yes, | have created a corporate identity

Creating your corporate identity is a process that includes the cre-
ation of your unique combination of colors, designs, forms and
shapes so as to convey to others your business philosophy, vision
and mission. Your corporate identity includes your name (section
7.]), |ogo, as well as your stationery (i.e. business cord, letterhead
efc). A corporate identity is never good, bad or neutral, it is either
strong orweak as it is destined to fulfill three supplementary tasks:
a) to be the |ong-|os’ring emblem of how you view yourseh(,

b) to encopsu|o‘re the way you want fo be viewed by others,

c) to constitute the collection of artifacts through which others

perceive and remember you.

The first step is to draft a Creative Brief. Do not take this work
lightly. Your creative brief is your written guidance to a 3rd person
and, at the same time, it sets the critical factors that you'|| use in
order to make the final selection of |ogo. The second, more difficult,
step is to select a designer. You may choose a professional or a
creative agency from your local environment or rely on online tools
(e.g. Fiverr). Be very careful when choosing a designer. Check their
previous works, their personality and their enthusiasm on your task.
Once chosen, the designer will work and present to you several vi-
sual options. Never choose a logo based on the “love at first sight”
criterion. Sleep on it, show it to other people and give it some serious
thinking. Don't forget: the logo is your-one-way-ticket to the target
audiences. The logo applications come next. They should comple-
ment the basic logo and follow three visual principles:
—  Visudl hiercrchy refers to the presentation of artifacts in a way
that draws the attention but also guides the viewer;
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—  Continuity refers to the use of the most important visual ele-
ments in different applications;

— Balance refers to the quantity and the placement of visual ele-
ments ’roking into consideration empty spaces.

7.3 Landing page

No » No, | have not created a landing page yet
Yes » Yes, | have created a landing page

Landing pages are single web pages that serve only one purpose:
to capture visitors' information. A “landing page” is any page on the
web on which one might land, that

a) has a form and

b) exists so|e|y to capture visitor's information ’rhrough that form.

In most cases, companies collect contact information so that they
can sell to that person later. When someone agrees to give you
their contact info, they've indicated that they're interested in your
business. This makes them a qualified lead or potential customer.
Peop|e are much more |i|<e|y fo buy some’rhing from you if ’rhey've
taken this step.

|mpor’rcm‘r|y, |cmo|ing pages he|p you improve conversion rates and
get more peop|e into your sales funnel.

A good Landing Page

a) contains relevant information
b) drives action and

¢ hasa simp|e |oyou’r

92



7. BRANDING

7.4 Social media

No » No, | have not using social media yet
Yes » Yes, | am using social media

The use of Social Media (SM) is not just for fun anymore. According
fo g|obo| statistics more than 50% of the peop|e who use the Internet
are on SM. It is the easiest and also a cost-effective way to reach
your target audience, as well as the fastest and the cheapest way to
get feedback on your startup’s new produc’rs/services.

Depending on your target audience, it is important to select the
righ’r social medium. Not all social media are for all businesses (e.g.
if you are in the creative industry you have to be on Facebook, if
you want to target the Russian market then VKontakte is the right
SM for you). The most used and well-known SM are Facebook
with more than 1,7 billion users, Youtube with 1,3 billion users,
Twitter, Linkedin, Pinterest, Snapchat, Instagram and Google Plus
(StatisticBrain.com). The choice of the most appropriate SM for
your starfup depends on the prodchr, the service or your target
audience. For exomple, if your target audience is youngsters from
18-34, an increasing SM platform in these ages is Snapchat. On the
other hand, if you have the ability to produce interesting and educa-
tional videos for your target audience you should have an account
in YouTube. Obviously, SM platforms are the absolute weapon in
your hands in order to boost the exposure of your startup and qurk
the interest of your target audience. The more active you are on
your startup’s SM, the more you stay ahead of your competitors.

But remember!!l Your presence in social media is not ob|igo‘rory.

This means, that if you start being present there, you must keep up
nurturing your SM page(s), otherwise you may have the opposite
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effects (e.g. the target audience will quick/y idenﬁfy your weakness
and switch to other competitors).

The best strategy is to do one step forward at a time. |ni‘rio||y, create
accounts to the SM platforms that fits better to your target audi-
ence in order to lock and pertain names of the pages. When you
are reody, iden’rify your initial purpose (e.g. is it to gain awareness of
your proc/udL or to be engoged with your customers), since you have
to create the right content. Then, start by loading the appropriate
content to your SM pages and ensure that your brand’s goo| is the
same on all SM platforms.

Do not forge’r to feed your SM pages with content. Content market-
ing is a strategic approach to freely distribute your startup’s or your
product’s values to your target audience. But keep in mind that SM
marketing is not ‘a cure for all diseases’ For example, if you offer
produc‘rs or services to the B2B market, it may be better to focus
your efforts on other morke’ring tools to opprooch customers.

7.5 Internet site

No » No, | have not created an internet site yet
Yes » Yes, | have created an internet site

At a certain point of time, you have to upgrade from a landing
page to an internet site. Your internet site must have clear, intriguing
messaging. This is the most important part of a startup website.
About 90% of your time and effort should be spent on your mes-
saging, which should be clear and to the point. Consider having a
video and consider the design, but know it's not the be-o“, end all:
— under-design rather than over-design,
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— |<eep your navigation eosi|y accessible and consider inc|uding a
call-to-action (CTA) in it,

—  keep your colors simple and use a contrasting color for your
main CTA (and nowhere else),

— avoid generic stock photos.

7.6 Reference case

No » No, | have not a reference case yet
Yes » Yes, | have a reference case
Not applicable » Reference case does not apply in my case

Co-developing a solution with customers can have many positive
effects, including the development of a reference case at an early
stage. In a B2B market one of the first questions that you hear when
trying to sell is “who else is using your product?”

Having a reference case can add a great value to your produc’r. In
a B2C market, in order to have a ‘reference case’ you either have
to have a ‘celebrity’ (e.g. famous surfer if you are selling clothes for
surfers) using your product, or testimonials of “regular” clients. You
may also mention locations where this is sold that may add value
(e.g. my cosmetics are offered to the customers of this 5* hotel). Do
not forget to acquire the relevant permission when presenting your
reference cases. Not everybody likes to be mentioned as a custom-
er/user and you deﬁni’re|y do not want to have your first customers/
users turning their back on you or even worse.
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8. PRODUCT DEVELOPMENT
(SOFTWARE)

8.1 MVP

No » No, | have not developed a Minimum Viable Product yet
Yes » Yes, | have developed a Minimum Viable Product

A Minimum Viable Product (MVP) is a means that enables you to
test your solution (see 5.5) at an early stage. An MVP is a prototype
that s very ‘basic’ (as you have invested the minimum possib|e effortin
time and money), at the same time it is a very valuable tool because
it enables interaction with pofen‘rio| users. Depending on the prob|em
you are so|ving and the market you are oddressing, your MVP may
range from a simple PPT to a working prototype. To have an over-
view of 15 different types of MVPs see here https://bitly/2QswsdF.
Consider it as an indicative |is’r, not as an exhaustive one from which
you would have to necessarily pick one solution. You will need to find
your own way at this point and in any case you must be creative!

ATTENTION: Developing an MVP is not the same as developing
a sequence of elements that will even’ruo”y be combined into a
complete product. A single wheel cannot excite a user interested
in fransportation. Attractive sequences of pictures representing the
concept of MVP on the internet are often misleading.

By developing an MVP, your objective is not to build a prototype
before bui|o|ing the ‘go|den version’, but to create some’rhing that will
spur learning from customers as soon as possible. Finding the sweet
spot between building a ‘crappy prototype’ and something that you
can learn from is unique in each case and it will not necessarily be
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easy. For this reason, a MVP is not something that you build only
once. ltis a trial and error process of many iterations.

When you design produc’rs, you make assumptions (1.2 Business
Model). No matter how well you may know your customers, some
of them will turn out to be wrong. Your MVP (or, to put it better, your
sequence of MVPs) must neip you define which oiyour assumptions
are right and which may be wrong, and lead you to the ‘minimum
set of features’ of your 1.0 version.

Your first objective is not to build a good product, but a product that
is acceptable by the market. Depending on the existing solutions
to the proioiem you are soiving, these two - a good produc‘r and
a produci occepioio|e by the customer - mighi be far from being
equoi. At the end of the doy, your infention is fo build a produc’r that
is superior fo competition that may not necessarily be a good prod-
uct - it may simply be a product acceptable by the market. Finally,
an MVP is, most of the time, much more ‘minimum’ (“simpler”) than
you think (especially if you are an engineer prone to go for complex
solutions...).

8.2 Front-end design

No » No, | have not designed the front-end yet
Yes » Yes, | have designed the front-end
Not applicable » Front-end design does not apply in my case

Front-end Design is crucial for your product as, in fact, it is what
all your users will interact with. Two acronyms which are highly
used when discussing about Front end design are UX and Ul: User
Experience (UX) is the overall experience a user has with your
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product and User Interface (Ul) is generally about visual and in-
formation design around your product.

UX focuses on the users and their journey through the product.
It explores many different approaches to solve user interface prob-
lems and behaviors. In order to achieve this, it uses a combination
of tools and methods to solve design prob|ems in a methodical way.
In other words, we could say it is a mix of information, architecture,
and graphic design skills in creating products that are beautiful and
simple to navigate. How's that possible?

Let's return to the problem you are solving (see 5.2 Verify Problem)
and the user you intent fo serve (see 6.2 Customer Proﬁ|e). Here, use
your results from testing your solution (see 5.5 Test Solution) via your
MVP (see 8.1). All the above can help you prioritize requirements in
order fo start prototyping concepts.

Ul, is the visual part of your product and it has to do with the
overall look & feel. It's a component of User Experience design. It's
no less important than any other part of the process and a huge
part of what constitutes a great User Experience. A great user in-
terface makes the experience aesthetically pleasing, but good Ul
design on poor UX design is still poor design. What you need is
no’rhing more and no’rhing less than intuitive design. For more on

‘What makes a design intuitive?” see here https://bit.ly/2hOAn5y.

Consider the following when you design your interface:

—  Keep the interface simple and modern: The best inter-faces are
almost invisible to the user. They avoid unnecessary elements
and ’rhey are clear in the |onguoge ’rhey use on labels and
messaging.
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— Create consistency and use common Ul elements: By using
common elements in your Ul, users feel more comfortable and
are able to get things done more quickly.

- Be purposefu| on the page |oyou’r: Careful p|ocemen’r of items
can help draw attention to the most important pieces of infor-
mation and can aid scanning and readability.

— Use color and texture s’rrq’regico“y: You can direct attention
toward or redirect attention away from items using color, light,
contrast, and texture to your odvon’roge.

—  Use typography to create hierarchy and clarity: Carefully con-
sider how you use typeface. Different sizes, fonts and arrange-
ment of the text he|p increase |egibi|i’ry.

—  Make sure that the system communicates what's happening:
Always inform your users of location, actions, changes in state,
or errors. Use various Ul elements tocommunicate status and, if
necessary, use the next steps to reduce frustration for your user.

Use those parameters to build and design your produc‘r within the
constraints of business and technology. Your purpose initially is to
understand your target audience needs, to design the right product
for their needs. All this combined with a frienc“y user in‘rerfoce, that
will motivate the user to actually use your product and interact with it.
That's your ultimate target.

Design is a key element to the product development process.
Consider the case of Apple, who for a long time has focused its
attention on bui|o|ing the most beautiful computers (which are no
longer the most powerful machines out there). Their design and
beauty sets them apart, and makes their products addictive to their
users. Beauty is not o|woys a necessary feature for all produc’rs, but
great design is a non-negotiable. For more on “Design principles:
Aesthetics” see here https://bit.ly/2q6Y5h.
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8.3 Front-end development

No » No, | have not developed the front-end yet
Yes » Yes, | have developed the front-end
Not applicable » Front-end development does not apply in my case

The front-end development is a mix of programming (coding)
and layout that empowers the visuals and interactions of the
web, so that users can see and interact with them directly. Front-
end development uses basically HTML, CSS, and JavaScript to
encode the website and web app designs created ioy the front-end
designers.

A front-end developer should work close together with a designer in
order to support the UX/UI of their website/software. The front-end
deveiopmen’r should be sepdro’red from web design (a designer who
doesn't know any HTML or CSS will create a sub-optimal design).
Front-end developers are in charge of ensuring there are no errors
or bugs on the front-end, as well as that the design appears as it's
supposed fo across various |o|ohcorms and browsers. Front-end de-
velopment should focus on collecting and analyzing analytics for the
website's/software’s development and on running AB tests or ad-hoc
user tests in order to increase the website's/ software’s UX and Ul.

HTML (Hyper Text Markup Language) and CSS (Cascading Style
Sheets) are the most basic building blocks of web coding. Without
these two ’rnings, you can't create a website design, and all you'ii
end up with is unformatted plain text on the screen. You can't even
add images to a page without HTML!

Cascading Style Sheets (CSS) control the presentation aspect of

the site and allow your site to have its own unique look. This is done
by maintaining s’ry|e sheets which sit on fop of other s’ryie rules and
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are triggered based on other inputs, such as device screen size or
resolution.

JavaScript (JS) lets you add a ton more Func‘rionoh‘ry to your web-
sites. You can even create a lot of basic web applications using
nothing more than HTML, CSS, and JS. On a basic level only, JS

lets you add a lot of interactive elements to your websites.

In front-end Development, more technologies can be used, such as:
jQuery, JavaScript Framework, Front-end Frameworks, like the
popular Bootstrap, and many more.

The front-end Deve|oper |<eeps these points in mind, u’ri|izing avail-
able tools and techniques to reach this end:

Accessibility: With a continuing development for mobile devices, such
as smart phones and tablets, designers ensure that their site comes up
correctly in browsers on all devices. This can be done by creating a
responsive web design using stylesheets in CSS.

Performance: Goals are chiefly concerned with render time, manip-
ulating the HTML, CSS, and JavaScript to ensure that the site opens
up quick|y.

A piece of advice: Do not to use the same person for the front-end
design and the front-end o|eve|opment We fru|y understand that in
startups this could be overwhelming, but remember that, by following
the appropriate procedures and assigning the right jobs to the right
persons, your will create a more approachable and usable website/
software.
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8.4 Back-end development

No » No, | have not developed the back-end yet
Yes » Yes, | have developed the back-end

Back-end development (the part that is hidden to the user) refers
to the creation of the architecture and the compu‘ra’riono| |ogic of
a software (or website, or app). A back-end developer should be
responsible for:

Deve|opmen’r: The imp|emen’ro’rion of a |ogic included in (or being
the core of) the service/product. That is, in case the software proj-
ect requires advanced features, a progrommob|e solution must be
developed.

Administration: All the tasks related to maintaining the service/
proo|uc’r in terms of software environment.

A big issue among back end developers is what language is the

most suitable in each case. Back end developers generally have 1-2

languages that they feel more comfortable in writing code and most

probably they will defend their choice to the end. When choosing a

|onguoge you have to take into consideration three criteria:

—  Scalability (the flexibility of its structure for integration of new
codes).

—  Security (depending on the data you are storing/managing
you will need different types of security).

— Robustness (the capability to keep the software working even
when unexpec’red ’rhings hoppen).

By foking decisions related to the opp|ico‘rion of these criteria, there
are often trade-offs. Bui|o|ing a software that is sco|ob|e, secure and
robust to the maximum you might end up having a great software
(from an engineer’s point of view) losing, however, precious resourc-
es and time towards |ounching your produc’r. This is very common
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when Working with o|eve|opers coming from big software houses,
who have a tendency towards over-engineering. They often play
the safety card of.."better build something that no one will blame
me for having prob/ems in the future”. At this point, you have to find
the right balance between ‘better done than perfect’ and building
a product that your customer wants to use. That's not always easy.
It is important to maintain a good level of communication with your
o|eve|opmen‘r team. At an eor|y stage, do not Forgef to inform your
back-end developer where you're heading in the future with your
entrepreneurial project. Developers have often a tendency to un-
derstand ‘the software requirements specification” of the software
project and not of the ‘entrepreneurial project.

Back end o|eve|opmenf is the main reason why you need a fech
person in the company. If not, take info consideration that your
back-end developer/outsource may leave, jeopardizing your proj-
ect. Even if you do not have your back-end developer in-house,
make sure the company retains ownership of the source code and
do not forget to include this clause in your contract.

8.5 Alpha version

No » No, | have not developed the alpha version yet
Yes » Yes, | have developed the alpha version

The Alpha version is a very early version of your software. One way
to think of this is that it is the coded version of the software you
have in mind. The Alpha version does not necessarily contain all
the planned features. The Alpha version gives the opportunity to
users to interact with the proposed solution. It is often comp|e’red
by using more interactive wireframing tools that can even be pulled
info code later on.
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At this stage, software goes ’rhrough o|pho festing that is initial-
ly performed by in house users. Be sure to test it through various
screens, operating systems and web browsers. Having done that,
you may now open up fo your advisors and po’ren’ricd customers
that are following your effort. ATTENTION: You have to ensure
your Alpha users are aware of the current limitations of the product.
They must be c|eor|y informed that the produc’r is at a limited first
stage, and that the Alpha version is not infended to be used as a
final version.

A maijority of the feedback you receive at this stage will con-
cern ‘rhings that you have p|onneo| to include in the next version.
However, you may find there will be a few precious comments that
will either give you 'hard love’, or introduce you to things that you
have missed/neglected. Take these comments seriously.

Do not forget that for most people ‘seeing is believing" Therefore,
use your o|ph0 festing as another way to acquire customers. Go
beyond discussions about features and usability trying to get ‘sales
feedback’ and leads (e.g. “are you going to share it with friends and
colleagues?’, “can you give me names and contacts of other people
that would be interested?”).

8.6 Beta version

No » No, | have not developed the beta version yet
Yes » Yes, | have developed the beta version

The Beta version is a pre-release of your software that is very close

to the |oo|<, feel and function of the final version. It is very close in
the sense that there are may be bugs to work out that may result to
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chonges. Just like in the case of the A|pho version, the Beta version
will also need testing. Beta testing may be completed in two stages:

Private beta testing is limited to a corefu”y selected group
that matches the product's target group. The aim is to find
bugs and get feedback on the general product impressions.
Public (or open) beta testing: Having made corrections as a result
of the private beta testing, it is now time to open your software to
the public. As public beta testing involves real-world open exposure,
it migh’r be part of your |c1unc|’1ing (see 87 Reody for the market).
Common ways for finding beta testers are: email lists, beta users
websites like www.usertesting.com and www.betalist.com, personal

sources that you preferably have gathered around some of your
Social Media and groups of special interest in Social Media.

Beta testing is an obligatory step for every software, since people
o|eve|oping it are too close to their produc‘r so fresh eyes are essen-
tial. Moreover, for Windows o|eve|opers, it is almost impossib|e to
duplicate the numerous configurations of hardware/software that
exist, and beta test reveals potential conflicts. In more closed envi-
ronments (e.g Mac), beta festing is less about coexistence and more
about functionality and user friendliness.

8.7 Final Product
No » No, the final product is not ready and | am not ready to go
to the market yet

Yes » Yes, the final product is ready and | am ready to go to the market

At this point, you have been successfu”y gone ’rhrough all the previ-
ous stages and you are ready to pass from ‘coming soon’to ‘we are
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open’. Is it time to launch? Before answering this question, you have

to decouple marketing and product launches:

—  Marketing launch is about announcing a new product start its
PR campaign, and engage in buzz morke‘ring activities;

—  Product launch is about making a new product available to
customers.

“In today’s world, there is no reason you have to do these two things
at the same time. In fact, in most situations it's a bad idea for start-
ups to synchronize these events” (Ries, 2009). So, what should you
do if not synchronizing marketing and product launch? The answer
is an ‘open soft launch’ you synchronize private beta testing (see 8.8
Beta version) and product launch. At this stage, you may use your
Social Media, make phone calls, write a number of posfs/orfic|es,
run some web odver‘rising, and put some links in niche p|oces. While
doing that, monitor your progress/analytics. In most cases (hope-
fully, you are the exception), you will have trouble producing traffic
and/or convincing customers. If this is also your case, postpone your
marketing launch until
- you have some reference cases to demonstrate (see 7.6),
— you have found your positioning ‘rhrough interaction,
— your have chosen your startup metrics (see 5.6) and they have
started looking solid.

Depending on your resources, you may remain in soft-launch
mode for quite some time. For more on launching see here

https://bit.lv/1C10XaH.

At your initial launch, you will have version 1.0. You are ready when
your produc’r can provide your customers some’rhing that is better
than the existing solution. As mentioned previously, where the sweet
point is, depends on the problem you are solving (see 5.1) and how
urgen’r|y your clients are |oo|<ing for a solution (see 5.2). Your real-life
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experiments (see 5.5 Test solution) should have given you a clear
indication on where this sweet spot could be. If the product is not
perfect on first launch, that is to be expected. Keep in mind your
first objec’rive is not to build a good produc’r, but a produc’r that is
occepfob|e by the market and, depending on your market, these
two may be far from being the same.

Finally, if you are running out of money..don't wait any longer.
LAUNCH. Your chances of succeeding might not be great but at
the end of the o|oy, use the opportunity to learn and get the best
feedback as possible and you never know... it may work.
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9. PRODUCT DEVELOPMENT
(PHYSICAL)

9.1 MVP

No » No, | have not developed a Minimum Viable Product yet
Yes » Yes, | have developed a Minimum Viable Product

A Minimum Viable Product (MVP) is a means that enables you
to test your solution (see 5.5) at an early stage. An MVP is a
prototype that is very ‘basic” (as you have invested the minimum
possible effort in time and money), at the same time it is a very
valuable tool because it enables interaction with potential users.
Depending on the prob|em you are so|ving and the market you
are addressing, your MVP may range from a simple PPT to a
working prototype. To have an overview of 15 different types of
MVPs see here https://bitly/2QswsdF. Consider it as an indica-
tive list, not as an exhaustive one from which you would have to
necessarily pick one solution. You will need to find your own way
at this point and in any case you must be creative!

ATTENTION: Developing an MVP is not the same as developing
a sequence of elements that will eventually be combined into a
complete product. A single wheel cannot excite a user inferested
in transportation. Attractive sequences of pictures representing the
concept of MVP on the internet are often misleading.

By developing an MVP, your objective is not to build a prototype
before building the ‘golden version, but to create something that
will spur learning from customers as soon as possible. Finding the
sweet spot between bui|o|ing a ‘crappy prototype’ and some’rhing
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that you can learn from is unique in each case and it will not nec-
essarily be easy. For this reason, a MVP is not something that you
build only once. It is a trial and error process of many iterations.

When you design products, you make assumptions (1.2 Business
Model). No matter how well you may know your customers, some
of them will turn out to be wrong. Your MVP (or, to put it better, your
sequence of MVPs) must help you define which of your assumptions
are righf and which may be wrong, and lead you to the ‘minimum
set of features’ of your 1.0 version.

Your first objective is not to build a good product, but a product that
is occep’rob|e by the market. Depending on the existing solutions
to the prob|em you are so|ving, these two - a good producf and
a produc’r occep‘rob|e by the customer - migh’r be far from being
equal. At the end of the day, your intention is to build a product that
is superior to competition that may not necessarily be a good prod-
uct - it may simp|y be a produc‘r occep’rob|e by the market. Fino”y,
an MVP is, most of the time, much more ‘minimum’ (“simpler”) than
you think (especially if you are an engineer prone to go for complex
solutions...).

9.2 Simulation

No » No, | have not developed a simulation of the product yes
Yes » Yes, | have developed a simulation of the product
Not opp|icob|e » Simulation does not 0pp|y in my case

You have already created an MVP (see above 9.1) and in turn you
need to test it. Simulation is like an exercise for your MVP. Create
teams of people, customers, friends or other entrepreneurs and ask
them to test your product (see 5.6 Test solution). You have to be
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able to run these simulations without domoging your produc’r or
your market viability. You also need to have enough visual content
including illustrations, photos, 3D photoredlistic images and credi-
b|e, ‘rcmgib|e, representations like mock—ups, mode|s, 3D prints efc.
of the product in order for the people participating in this simulation
to interpret the product realistically. Thankfully, the ability to “sim-
ulate” a whole produc’r has goftten easier with the ever decreosing
cost of computer power and the assistance of 3D moo|e|ing and 3D
printing.

While your teams are engaging with the product, observe their
behavior. You have to collect their responses without explaining
them your product or service features. Let them understand and
experience your product/service on their own and just monitor
their reactions or responses. Your impressions of how ’rhey use the
produc’r will be useful later on, and make valuable observations for
further improvement of your producf. If you have a budge‘r, ask a
morke’ring or customer research performing company fo test it for
you. This may be expensive. You may also find other solutions such
as www.forio.com that can also test your producf for you. These
solutions can be |'1e|pfu|, but you must balance the convenience
with the cost pay (see 5.5. Test solution).

A|’remo’rive|y, you can perform simulation test(s) by yourseH:. A good
way to do it, is to create relationships with universities and more
specifically with classes or students that study entrepreneurship and
innovation. It's a good way to ask for he|p and test the value of your
product/service in order to create one or more prototypes. Besides,
the learning-by-doing method has more advantages than research
in many cases. Not on|y does it provide valuable feedback for you,
but it also helps the next generation of entrepreneurs learn more
about the entrepreneurial process.
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9.3 Non-working prototype

No » No, | have not developed a non-working prototype yet
Yes » Yes, | have developed a non-working prototype
Not applicable » Non-working prototype does not apply in my case

After your initial endeavors to create an MVP and then to simulate
it in various groups of potential customers, you must be now ready
to create your first non-working profotype. It's a rough non-working
model of your produc‘r, giving to your po’ren’ri0| customer a better
unders‘ronding ofits copobi|iﬁes, Funcfiono|ify, features, size, color etc.

It doesn't have to be fully-functioning (that will come later). By cre-
ating a rough prototype of your producf you'|| have a much easier
time explaining the concept to potential investors or customers at
meetups and anyone you encounter when evongehzing the purpose
and the pofenfio| of your startup. The goc1| of your non-working
profotype is to prove that your concept works, in the easiest, quick-
est and most-affordable way you possibly can. As a startup, you
should know that getting your product to the market fast is the
key issue, and your non—working profotype is the shell that makes
the first step towards full functionality. Aiming to create a physical
product, a good piece of advice is to make a 3D video to present
your produd's features.

9.4 Working prototype

No » No, | have not developed a working prototype yet
Yes » Yes, | have developed a working prototype
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Congro‘ru|o’rions” You are very close to creating the go|den version
of your product. Your working prototype is not the final product,
but you are really close now. Use this initial working prototype to
learn from and fo further deve|op your design. With some final
fine-tuning, you will be able to proceed to the production stage
of the final produc‘r. After improving your non-working prototype
and fixing any remaining prob|ems, you can now create a more
concrete, full-scale prototype. This is an important stage if you also
intend to patent your produc’r. Aworking profotype bridges the gap
between designers and developers, allowing you to move up a big
step ahead of your competitors.

A working prototype is also very important if you ask for funding
from potential investors. Investors get usually bored with theoretical
presentations or small pi’rches from entrepreneurs osking for money.
Try to grab their attention by offering them the possibility to truly
feel the experience of using your product. The opportunity to feel,
see and use a profotype of your produc’r |'1e|ps investors begin fo vi-
sualize your product. Finally, remember that a working prototyping
can save both time and money in the product creation process. Use
this step to he|p shorten your deve|opmen’r process by Working out
some of the significant challenges on this initial small-scale model.

9.5 Production

No » No, | am not ready for production yet
Yes » Yes, | am ready for production

Having selected to offer a physical product you have to consider
how it will be produced. Given the ‘'maker movement, reward-based
crowdfunding and new tools and technologies such as 3D printing
you have more options than ever before to consider when producing
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your produc’r. Typicc1| choices for eor|y stage startups oﬁcering phys—
ical product are a) small production through maker spaces, tech
shops or similar structures and/or b) outsourcing. As with other parts
of the startup process, it is useful to start small and build up. Despite
the numerous disadvantages of this approach (no economies of
scale, low margins etc.), organizing production in-house has even
more disodvon’roges (increased initial investment, irreversibi|i’ry etc).
Remember that, at this point, your main aim is to prove that you
have desirable products. “I've never seen a startup die because it
couldn't scale fast enough. I've seen hundreds of startups die be-
cause people simply refused to embrace their products” (Kawasaki,

p. 39, 2015).

The most important aspect in organizing production is tracking your
cash flow. As you are a new producer, you will most |il<e|y have
to pay your suppliers upfront. It can then take months before you
start coshing. In this respect, be prepored to make compromises: for
example, your first version of packaging might not be the wooden
box you have always dreamed of.

Another important aspect when organizing produc’rion (and also a
cost), is certifications. Depending on who you are selling to, certifi-
cations can become significant barriers. Do not discount them. If for
example you want to sell to a German hospital, you will need 1SO;
if you want to sell to people following the Jewish dietary law, you will
need 'Kosher Certification’ In other words, make sure you know your
customers’ requirements (see 6.2 Customer Proﬁ|e).

A|‘rernoﬁve|y, you can oufsource the producfion of your produd.
Se|ec’ring your outfsourcer will not be easy, especio“y if you do not
have previous experience in production. If this is the case, try to cover
this knowledge gap via your Board of Advisors, or try to find some-
one who has built a similar produc’r before. Do not assume that the
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oufsourcers engineers are flexible and inventive. This can be espe-
cially problematic when your production line is ‘one or two oceans
away’. Many firms have experienced difficulties working with Chinese
engineers, who tend to follow instructions to a fault. You will need to
cover your own mistakes. The only way to deal with it is to spend time
on site, especially during the set up and the early run.

Finally, ensure you protect your ‘secret sauce” when you are orga-
nizing production. A typical way of protecting your IP is to disperse
produc’rion (and even’ruo“y conduct the final ossemb|y yourse|f), e}
that none of your partners has a full view of what you do.

9.6 Final Product

No » No, the final produc‘r is not reody and | am not reody fo goto the
market yet
Yes > Yes, the final product is ready and | am ready to go fo the market

At this point, you have been successfully gone through all the previ-

ous stages and you are ready to pass from ‘coming soon’ to ‘we are

open’. Is it time to launch? Before answering this question you have

fo clecoup|e morkefing and producf launches:

—  Marketing launch is about announcing a new product, start its
PR campaign, and engage in buzz morke‘ring activities.

—  Product launch is about making a new product available to the
general public.

“In today's world, there is no reason you have to do these two things
at the same time. In fc:cf, in most situations it's a bad idea for start-
ups to synchronize these events” (Ries, 2009). At this stage, it is time
to use your Social Media, write a number of posts/articles, make
phone calls, run some web odver’rising, and put some links in niche
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p|oces. While doing that, monitor your progress/ono|y‘rics, In the

beginning, it is normal to have trouble producing ‘traffic’ and/or

convincing customers. If this is also your case, postpone your mar-

|<e‘ring launch fill

— you have some reference cases to demonstrate (see 7.6),

—  you have found your positioning fhrough inferaction,

—  you have chosen your startup metrics (see 5.6) and ’rney start
looking solid.

Depending on your resources, keep in mind that, in practice, you
could remain at this soft-landing mode for quite some time. For
more on launching see here https://bit.ly/1IC1I0OXaH.

ATTENTION. While this is generally the case for numerous prod-
ucts, there is also a number of different cases where you have to
synchronize the product launch and the marketing launch. This is
heavily dependent on the way you are selling (see Channels). For
exomp|e, if you are se||ing ’rnrougn your own stores, consider all of
the above as a luxury that you cannot afford...

At your initial launch, you will have version 1.0. You are ready when
your product can provide your customers something that is better
than the existing solution. As mentioned previously, where the sweet
point is, depends on the prob|em you are so|ving (see 5.1) and how
urgently your clients are looking for a solution (see 5.2). Your real-life
experiments (see 5.5 Test solution) should have given you a clear
indication on where this sweet spof could be. If the produc’r is not
perfect on first launch, that is to be expected. Keep in mind your
first objective is not to build a good product, but a product that is
occep‘rob|e by the market and, depending on your market, these
two may be far from being the same.
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Fino”y, if you are running out of money...don"r wait any |onger.
LAUNCH. Your chances of succeeding might not be great but at
the end of the day, use the opportunity to learn and get the best
feedback as possib|e and you never know... it may work.
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10. SERVICE DEVELOPMENT

10.1 MVS (Minimum Viable Service)

No » No, | have not developed a Minimum Viable Service yet
Yes » Yes, | have developed a Minimum Viable Service

The concept of Minimum Viable Product (MVP) will be presented
initially in order to give a clear viewpoint upon which the concept of

Minimum Viable Service (MVS) is based.

A Minimum Viable Product (MVP) is a means that enables you
to test your solution (see 5.5) at an early stage. An MVP is a
prototype that is very ‘basic” (as you have invested the minimum
possible effort in time and money), at the same time it is a very
valuable tool because it enables interaction with potential users.
Depending on the prob|em you are so|ving and the market you are
addressing, your MVP may range from a simple PPT to a working
prototype. To have an overview of 15 different types of MVPs see
here https://bitly/2QswsdF. Consider it as an indicative list, not as
an exhaustive one from which you would have to necessarily pick
one solution. You will need to find your own way at this point and
in any case you must be creative!

ATTENTION: Developing an MVP is not the same as developing
a sequence of elements that will eventually be combined into a
complete product. A single wheel cannot excite a user inferested
in transportation. Attractive sequences of pictures representing the
concept of MVP on the internet are often misleading.

121



THE FOUNDER’S GUIDEBOOK

By developing an MVP, your objective is not to build a prototype
before building the ‘golden version, but to create something that
will spur learning from customers as soon as possible. Finding the
sweet spot between bui|o|ing a ‘crappy prototype’ and some’rhing
that you can learn from is unique in each case and it will not nec-
essarily be easy. For this reason, a MVP is not something that you
build on|y once. It is a trial and error process of many iterations.

When you design products, you make assumptions (1.2 Business
Model). No matter how well you may know your customers, some
of them will turn out to be wrong. Your MVP (or, to put it better, your
sequence of MVPs) must help you define which of your assumptions
are right and which may be wrong, and lead you to the ‘minimum
set of features’ of your 1.0 version.

Your first objective is not to build a good product, but a product that
is acceptable by the market. Depending on the existing solutions
to the prob|em you are so|ving, these two - a gooo| produc‘r and
a product acceptable by the customer - might be far from being
equal. At the end of the day, your intention is to build a product that
is superior fo competition that may not necessori|y be a goocl proo|—
uct - it may simply be a product acceptable by the market. Finally,
an MVP is, most of the time, much more ‘minimum’ (“simpler”) than
you think (especio”y if you dre an engineer prone fo go for comp|ex
solutions...).

Generally, it can be much easier to create a Minimum Viable
Service (MVS) than an MVP. What distinguishes a service from
other types of products however, is the delivery. It is important to
find a creative way to deve|op a short descrip’rion of your service
and start pitching it right away (check section 1.3 Elevator pitch).
This short descrip‘rion may take the form of a presentation, a leaflet
or even a simple PDF. Later, it can be further enriched with graphs
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and data. Note that you may need to proceed to the next step at
an early stage (design of service/mapping of service simultaneous-
ly) especially if the service you intend to offer is complex. To this end,
it is high|y recommended that you read the next part (10.2 Design
of service) before you proceed with your MVS,

10.2 Design of service

No» No, | have not designed the service yet
Yes » Yes, | have designed the service

Service deve|opmen’r is a process much different than produc‘r devel-

opment. Services are intangible, cannot be “stored’, quality is defined

by user experience and they vary significantly as they can be:

— linked to a produc’r or be Fu“y in’rongib|e,

—  verysimple (e.g. in-store experience), complicated (e.g. banking
services) or highly complex (e.g. healthcare).

As the complexity of the service you intent to offer grows, it is very
useful to map the process by using ‘Service Blueprinting” (Bitner et
al, 2008). You may start mapping the processes while developing
and testing your MVS. The 'Service Blueprint' technique calls you to
draw the service from the customer’s perspective. It is a roadmap of
how your service is offered which permits you fo visualize where and
how your company infteracts with customers. There are five compo-
nents of a service b|ueprin’r:
—  Customer actions (steps that customers take as part of the ser-
vice delivery process),
—  Onstage/visible contact employee actions (frontline contact
employees that occur as part of a face-to-face encounter with
customers),
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- Bocks’roge/visib|e contact emp|oyee (non—visib|e interactions
with customers - e.g. telephone calls - as well as other activities

employees undertake in order to prepare to serve customers),
—  Support processes (activities carried out by individuals in a
company who are not contact emp|oyees, but whose functions
are crucial),
— Physico| evidence (the ’rongib|es that customers are exposed to
during their contact with a company).

(To find more on how to design a service b|ueprin‘r see here
https://bit.ly/101YaaE and if you are looking for a template see

here https://realtimeboard.com).

The complex and diverse nature of services leads to some common

mistakes:

— oversimplification of the processes, the people and the com-
plexity of designing and offering a service,

— incomp|e’reness of a service's design before testing,

—  designs based on the subjective opinion of the service provider.

10.3 Final service

No » No, the final service is not ready and | am not ready fo go to the
market yet
Yes » Yes, the final service is ready and | am ready to go to the market

Once you have finalized the design of your service, you dre now
ready fo provide your new service to the target group you have
selected. You have in your hands a final offering, i.e. a service that
has been designed to meet the needs of your target group based
on customer feedback. Consider your aptitude to deliver. Be brave
and good luck with your new service.
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From a morke’ring perspective, produc’rs are simp|er to sell because
the customer often has a clear view on what to expect when buy-
ing the product. Developing products is hard, but scaling is easy.
Deve|oping services is easy, but scc1|ing is hard. If your intension is to
scale your business (nobody says you have to!), the main challenge
is to productize your service.

A productized service has an automated workflow, so that it can
be sold with limited client servicing or interaction. Productizing al-
lows your services to be c|eor|y understood by your clients (just like
in the case of products). When buying a productized service, your
customer knows with a relative certainty what they are buying (and
what they are not buying). This is the main point of differentiation
between you and a |owyer who undertakes a new case. In order to
productize your service, it is key to highlight the following 5 elements:
—  Price and payment terms

—  What (and when) the customer gets

—  How it works

—  What happens if the customer is not satisfied

—  Who is currently using your service (see 7.6 reference case)

Systemizing delivery gives you the chance to see what is working
(and what is not working) and to respond quickly. (To see a number
of exomp|es of services that were successfu”y produc’rized see here

https://bitly/2Qg4Aa9).
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11.1 Own e-shop

Reody to sell» | am reody to sell ’rhrough my own e—shop

In progress » | have decided that | will sell through my own e-shop but
| am not ready yet

Not defined » | have not defined yet if | am going fo sell ‘rhrough my
own e-shop

Not applicable » Own e-shop does not apply in my case

You can offer your producfs ‘rhrough your own web site that can
be easy to create and hosted anywhere. Whether your product is
physico|, software and/or service, consumers and businesses can
learn details, see producfs, compare features, and comp|e‘re the
transaction at a single URL.

An important advantage of webshops is their low initial costs. This
can make your startup as competitive and responsive as those that
have been around for years. The possibility to order and possibly to
pay is a valuable addition when combined with traditional market-
ing channels (e.g. physical store with e-shop).

Important benefits soughf include increased demand and the
cost-reduction for your company’s promotion and sales, as also a
low-cost route to global presence. Benefits offered to your custom-
ers include a 24-hours availability and high convenience of select-
ing, buying and de|ivering the produc‘rs. Fino”y, hoving your own
e-shop gives you the opportunity to increase one-to-one marketing
action in order to treat your customers and increase their engage-
ment with your company.

127



THE FOUNDER’S GUIDEBOOK

The main disodvon’rages of deve|oping your own e—shop are re-
lated to traffic-building and converting the visitors to buyer (see 6.
Marketing and communication and 7. Branding). Depending on
your produc’r, you may need to deve|op re|o’rionships with pockog—
ers, shippers and a process for deo|ing with returns. Customers tend
to expect a high level of service from e-shops, and it is important
to consider the amount of engagement and manpower you may
devote to answering customer queries and assistance calls. E-shops
provide a great deal of potential engagement with the customer,
but can be a disaster if this engagement is of poor quality.

11.2 Other e-shops

Ready to sell » | am ready to sell through other e-shops

In progress » | have decided that | will sell through other e-shops but |
am not ready yet

Not defined » | have not defined yet if | am going to sell through other
e-shops

Not opp|icob|e » Other e-shops does not opp|y in my case

The Internet can be a great equalizer. Imagine that your product
can be sold by Amazon with millions of customers worldwide. Your
startup can compete right along with large companies by present-
ing its products on the same ‘shelf. Selling through other e-shops
is a fast way to get national or even international distribution at a
variable cost. You can reach many more customers by se||ing your
product/service on a number of e-shops at the same time, which
help generate awareness and demand.

A number of e-commerce and hosting platforms give you the op-

portunity to set up your own e-shop (e.g. eBay) by procfico”y creat-
ing a shop—in—shop, se”ing whatever you like without bui|c|ing your
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own site. You can eosi|y build up your store and customize it with
various pricing solutions available to suit your needs. Benefits in-
clude having a wider choice of e-commerce and hosting platforms
that can to lead to lower costs, better quc1|i’ry, improved de|ivery
and reduced cost of procurement.

You will have to Weigh the great po’ren‘rio| access and customer
acquisition with the prospective costs. Charges of e-commerce
and hosting platforms can be quite high (e.g. some e-commerce
and hosfing p/crfforms chorge more than 50% of your retail price),
however, you can pofenfio”y save a lot of deve|opmen‘r costs com-
paring to building your own e-shop. Another disadvantage is the
extra spending you may need to make for the promotion and vis-
ibility of your products (see 6. Marketing and communication and
7. Branding).

A number of e-commerce and hosting platforms like Amazon,
maintain inventory, pock and ship the goods, and collect payment.
As a rule, the more the retailer does, the more it earns for mqking
the sale.

11.3 Aggregators

Reody to sell» | am reody to sell ’rhrough aggregators

In progress » | have decided that | will sell through aggregators but |
am not ready yet

Not defined » | have not defined yet if | am going to sell ’rhrough
aggregators

Not applicable » Aggregators does not apply in my case

An aggregator is an electronic shopping mall usually in a single
category (e.g. shoes and clothes offered by zappos.com). They
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aggregate consumers with common areas of interest and direct
them through a web/mobile supermarket of products. This is an
emerging model fo use if you wish to leave the web marketing to
a 3rd party. It is a fast way to get national or even international
distribution at a variable cost with little upfront spending, since all
locations can be just a click away.

All aggregators may handle a variety of se||er-buyer user interfaces
and this gives the opportunity to your company to be less attached
fo a sing|e and uniform user interface. Additional features like
branding, payment, logistics, ordering and ultimately the full scale
of secure transactions are added to the aggregator.

Your startup can be hosted there, since the costs are lower and you
can avoid complicated hosting facilities (e.g. electronic payments
or additional traffic expenses), which are all genero’red from the
aggregator.

Through an aggregator you offer to your customer the convenience
of using a common user's well-known and trusted interface and you
can increase your customers’ readiness to buy. All the above apply
also in a B2B market. The only disadvantage is the cost, since you
have to pay more in order to increase your visibility.

11.4 Mobile-app commerce

Ready to sell » | am ready to sell through mobile-app commerce

In progress » | have decided that | will sell through mobile-app
commerce but | am not ready yet

Not defined » | have not defined yet if | am going to sell through
mobile-app commerce

Not applicable » Mobile-app commerce does not apply in my case
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This is an exp|osive business opportunity since a web/mobile ap-
plication distribution platform behaves in many ways just like a
physical channel’s retail store (e.g. App Store, Google Play). As a
digi’ro| channel, mobile apps give the opportunity to your customer
to be interconnected at all levels and all devices.

Studies indicate the vast majority of mobile searches for local busi-
ness information result in a purchase (comScore, Neustar Localeze,
15 Miles agencies, 2014). This means that all businesses now have
a responsibih’ry to consider and incorporate mobile apps into ev-
ery aspect of their customer’s experience. Mobile App commerce
provides your business with the opportunity to interact directly with
your customers anywhere and at any time. You can send special
offers, discounts and personalized messages to them based on their
location, in an attempft to get them to purchose there and then.

Goog|e's Android and App|e offer app stores that allow their mo-
bile customers to buy every’rhing from games fo expense-account
software. Smartphone apps dominate sales in this (web)channel,
but salesforce.com opened its AppExchange for business-to-busi-
ness opp|ico+ions and other companies will follow.

On the other hand, some disodvonfoges that may appear are the
extra cost of intermediaries (namely Apple and Google) and the
difficulty in getting consumers” attention. Many estimates put the
amount of new app releases in the thousands daily. Consider that
application stores are like supermarket shelves with more than 1.8
billion applications in App Store and more than 2.1 applications in
Google Play (www.statisticbrain.com).
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11.5. Social commerce

Ready to sell » | am ready to sell through social commerce

In progress » | have decided that | will sell through social commerce but
| am not ready yet

Not defined » | have not defined yet if | am going to sell through social
commerce

Not applicable » Social commerce does not apply in my case

The current trend of the Internet is social interactions, and the trend
is here to stay for a while. The ultimate value of social network plat-
forms is coming from the members (customers or partners) who add
information onto a basic environment provided by these p|c1’rforms.
As a channel, it is great for product launches or awareness building.
Social networks like Facebook or Twitter or social media like YouTube
or Flickr have turned their platforms to commerce to monetize their
vast audiences. Multi-million corporations are in the hunt to acquire
popu|or social ne’rworking sites because ‘rhey understand the poten-
tial and the impact social networking has on Internet users.

Treating social networks as your distribution channel means
reaching more people and increasing awareness of your website.
Facebook, for example, with nearly 2 billion users, is the largest
social ne’rwork, of all time. Neor|y half of all Facebook users are
active every day and they spend an average of 18 minutes per visits
and are connected to an average of 80 pages, groups or events.

That's where you come inlll

Additionally, YouTube has become a revenue-generating distribu-
tion channel for major networks and other companies. By partner-
ing with YouTube, companies can now have a two-way dialogue
with viewers who can provide feedback about what they find
entfertaining. Your customers can access the site via a browser or
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dedicated app. Web/mobile currency and items for enhanced on-
line gaming are already maturing, with many more vertical markets
follow its lucrative footsteps. An important benefit is an add-on to
other mdrke’ring operations in order to build customer |oyc1|’ry and
receive customer feedback. On the other hand, it is expensive to
create awareness and to draw the attention of the consumers and
you have to pay more.

11.6 Flash sales

Ready to sell » | am ready to sell through flash sales

In progress » | have decided that | will sell through flash sales but | am
not ready yet

Not defined » | have not defined yet if | am going fo sell through flash
sales

Not applicable » Flash sales does not apply in my case

A flash sale is a discount or a promotion offered by a deal or bid-
ding site for a short period of time. Popularized for a long time
by home shopping channels, flash sales can be extremely effective
methods for quick|y un|ooo|ing excess inventory; ’rhey offer |orge dis-
counts on branded merchandise to a list of consumers, with offers
expiring in 24 or 48 hours. It is a great opportunity to increase your
brand awareness with lower costs, since they offer you the chance to
tell customers about your other producfs and your company’s value
proposition. Flash sales can also put your startup on the radar of
deal sites and blogs all over the Web.

Gilt.com, Groupon and scores of clones assemble massive e-mail
and social networking lists of consumers eager to obtain product
discounts in specific categories or geographies. The time limit and
the limited ovoi|o1|oi|i’ry enfice consumers to buy on the spoft. Flash
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sales are also a great opportunity for your startup if you sell prod—
ucts that are either out of season, or they have been sitting in your
catalogs for some period of time. These social-commerce sites de-
liver the revenue and a volume of customers.

When selling through flash sales, it is important to remember to
keep the time frame short as it inspires urgency. Benefits for sup-
pliers and buyers increase efficiency and time-saving and fast,
potentially massive distribution since there is no need for physical
fransport until the deal/bid has been established. Because of their
lower cost ‘rhey become feasible for producf launches and aware-
ness-building. Sources of income for suppliers can be found in re-
duced surplus stock and better utilization of production capacity.
On the other hand, it is often painfully expensive as the end users
often expect 50% discounts from the retail price.

11.7 Free-to-paid channels

Ready to sell » | am ready to sell through free-to-paid channels

In progress » | have decided that | will sell through free-to-paid
channels but | am not rec:dy yet

Not defined » | have not defined yet if | am going to sell through
free-to-paid channels

Not 0pp|icc1b|e > Free-‘ro-poid channels does not 0pp|y in my case

The power of free can be an excellent launching strategy. In the
digital age “freemium” products have become an increasingly
powerful way to create customer relationships, particularly among
companies with web/mobile products that require little or no cus-
tomization. Customers are by their nature adverse to risk and since
making a purchasing decision involves a potential loss in the form of
not gefting value for money, ’rhey often choose not to buy.
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An excellent exomp/e of a free—fo—poic/ channel is Zynga's games,
where the risk has been minimized, so people have no reason not to
try them. They provide a certain amount of game play for free but
sell lots of web/mobile goods for real cash as they "hook” their users
on the game.

Creating channels that offer some’rhing for free and in turn upse||
to users is becoming more and more popular. Free-to-paid chan-
nels further leverage the power of their user’s network. It leads to
greater engagement as customers buy the produc’r because other
customers in their personal network are already consuming the
product. In order to achieve this initial boost, these channels tend to
use many viral marketing aspects (like Facebook) to further increase
the number of customers and keep the existing ones by monitoring
them. At some point however, you will need to convert your “free”
users to paid ones. This can be a difficult balance for startups to
navigate (return to the previous section on pricing), especially when
customers have become accustomed to a free product.

11.8 Other channels

Ready to sell » | am ready to sell through other channels

In progress » | have decided that | will sell through other channels but |
am not reddy yet

Not defined » | have not defined yet if | am going to sell ‘rhrough other
channels

Not 0pp|icc1b|e » Other channels do not opp|y in my case

In the previous part of this section a number of physical channels
were presen’red. Do not consider it an exhaustive list. There are
numerous sales channels and an even greater number of combina-
tions (e.g. webinars). Be creative and be a dreamerl!
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Do your research, check existing options and do not forge’r that
designing your proper sales channel, targeted to your market and
customer segment, could prove to be your most valuable competi-
tive ddvon’roge. Be creative, be bold and do not be afraid to exper-
iment. In any case, you are a startup trying to enter - and moybe
o|isrup+ - a market.

lt's perfectly OK to try new things. Do not forget that both aca-
demia and practitioners out there describe what already exists
and proved successful for someone or for many. You are perfectly
right to search for new channels or new combinations of channels
formulating a new way of doing business, your way. Today, there
are no hard and fast rules about how to do things. You have the
opportunity to completely reinvent this process and build something
mecmingfu| for you, if it suits.

11.9 Sales funnel

Yes » Yes, | have developed the sales funnel
No » No, | have not developed the sales funnel yet

The Sales Funnel is a metaphor using a real funnel to create a
monitoring tool for your sales strategy and process. The top of the
funnel (broad) represents the many - po’ren’rio| consumers in need
of your product, while the bottom (narrow) showcases the customers
that have already purchased and received your product. The sales
funnel is Wide|y used because it provides a visual representation of
the people you may lose across the sales process. There are various
reasons behind this: competition, budget, different needs, etc.

By using a sales funnel to quantify the number of potential customers
at each stage of the process, you can begin to predict the number
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that will turn to paying customers. Monitor these numbers over time

to identify loops in your sales process and proactively remediate

them. Be very careful when trying to understand customers, both in

terms of their contribution to the purchose decision—making process,

and in terms of their needs, desires and motivations. Customers

generally fall under 6 broad categories:

2.

End users: the peop|e who will be oc’ruo”y using, ‘rouching and
feeling your product in their everyday life.

Influencers: individuals or groups that are p|c1ying a vital role in
other people’s decisions like bloggers, celebrities, journalists efc.
Recommenders: these people’s opinion can make or break a
sale. Think of recommenders like those people that create the
requirements for a product to be purchased, or even like your
spouse and children that have a very strong brand preference‘
Economic buyers are those that sit very high in the deci-
sion-making process controlling budgets, requirements etc.
They can be CFOs, managers or even your spouse (again)...
Decision makers: the people that sit even higher in the deci-
sion-making process and are sometimes called Very Important
Top Officers (VITO:s). PS. Your spouse can qualify for this po-
sition as well...

Saboteurs and veto players: these people can be found all
over the decision-making process ranging from the CEO of
a company to your neighbor. Their reason for b|oc|<ing a sale
may concern a range of issues like safety, taste, the fact that
they become less important or even be irrational (e.g. they
are racists). Exomp|es of po’ren’rio| (rational) veto p|0yers are
quality officers and stage managers. You should try to identify
patterns that reveal their actions as well as their intentions.

In order to design your sales funnel, use the following model. Your

potential customer will follow 4 major steps before actually buying

your produc’r:
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A.  Awareness: during this step your po’ren‘rio| customer is exposed
to your product and becomes aware of a problem. Let's say
that this is the first time your customer sees a Google search/
disp|oy ad or reads a social media post.

B. Interest: at this point your customer actively searches for prod-
ucts that could solve his or her problem. Provide them with
information ’r|’1roug|’1 your communication channels, online
(Google, social media, proprietary webpage, newsletter sub-
scription blog etc) and offline (leaflets, catalogues etc) to reach
their discovery process.

C. Consideration: your customer is ready to make a purchase de-
cision. They will pay closer attention to your oﬁering, options,
support etc. If you have any ideas on sales and promotions this
is the time to use all your communication channels. At this point,
you have to he|p customers evaluate your value proposition.
Here, it is important to create trust. In order to do so, you may
use a number of techniques like a free trial, or recognizing sig-
nificant peop|e or |orge corporate clients using your produc’rs.

D. Purchase: finally, your future customer becomes a real custom-
er finalizing his purchase with you. He is ready to push the “buy”
button and transfer money fo your account.

If your product has both physical and digital channels then you
are entering the “phygital” world. Check also the physical channels
section and design a coordinated strategy (omnichannel approach)
so as fo provide your customer with a single view of your product
from all channels.

For more information on the steps of your sales funnel (e.g. after
sales, brand advocacy, loyalty etc) see here https://bit.ly/2NJtGSQ
and here https://bit.ly/2COQPOSW.
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11.10 Customer acquisition cost

Yes » Yes, | have calculated the Customer Acquisition Cost
No » No, | have not calculated the Customer Acquisition Cost yet

Customer Acquisition Cost (CAC) refers to a company's costs in
order to convince their consumer to buy their produc’r or service.
Founders usually underestimate how much it costs to gain a new
customer when ‘rhey start p|orming their business model.

To calculate CAC you must quantify all the sales and marketing costs
for a given period of time and divide it by the number of customers
you ocquired in that same period. Being an entrepreneur means
remaining optimistic. But in the case of CAC this can be costly. In
order to attract new customers, you must be engaged in a number of
steps like for example SEM, SEQ, classic PR, digital marketing, di-
rect sales, bonuses, and travel costs that will cost you lots of money. It
shouldn't be a shock for you how high the figures are, if you use these
techniques for CAC. For a sound business model, CAC should be
cross checked with the Lifetime Value of a Customer (LVC). In order
to make it clear, let's assume that you have calculated your CAC and
it is 100 Euros/client and that this is a one-time revenue stream (i.e.
your customer buys on|y one fime from you). If the net proﬁr margin
of your sale is under 100 Euros this simply means that you pay more
to acquire a customer than you gain from this customer. Over time
your sale cyc|e (time required from the first opprocch to the actual
sale) and in turn your CAC should drop significantly.

Lowering your CAC is critical, so check business models such as
Open Source, SaaS, Freemium, etc. that are designed as solutions
for acquiring new customers.

For more information on CAC see here https://bit.ly/2COPO9W.
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12.1 Direct sales

Reody to sell» | am reody to sell ’rhrough direct sales

In progress » | have decided that | will sell through direct sales but | am
not ready yet

Not defined » | have not defined yet if | am going fo sell ’rhrough direct
sales

Not applicable » Direct sales does not apply in my case

A direct sale is the face to face presentation, demonstration, and
sale of products or service. In other words, if you pursue direct sales,
you should iden‘rify the sales peop|e that will come in direct contact
with your customers (consumers or/and businesses) or identify and
contact other resellers. You must be rather thorough when selecting
your sales people as they will be the “face-to-face” representatives
persono”y engaging your customers. Be sure to first check the righf

mix of the different direct sales types:

1. Sing|e-|eve| direct sales: in person, door-to-door, one-to-one
sale in the physical and digital world (e.g. catalogs online),

2. Hostess or Plan a Party: presentation and selling of products
in a group of respective consumers at homes or other locations
(e.g. hotels),

3. Multilevel marketing/Network marketing: sales are made us-
ing all of the above, and also online. One main difference is
that direct sellers have the possibility to create their own teams
(recrui’rmen’r, fraining, mo’rivo‘rion) and ‘rhey base their remuner-
ation on the team’s achievements.
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Direct sales can provide companies with @ strong oversigh’r and
control over their sales, as well as with a group of salespeople ded-
icated on their products. You have to note, though, that this is an
expensive sport and that the identification of the ideal sales force
is not an easy task. Direct sales are difficult to scale and require a
competent sales team with considerable knowledge of the product.
Invest into the "human capital” of your sales team to ensure they
can explain and showcase your product well. For more on sales see
"How cheap a product can you have and still have sales people?”
by SaaStr's Jason Lemkin see here https://bitly/2p5y1Cb and
"When you Hire your First Sales Rep - Just make sure you hire two”
see here https://bit.ly/2e8e798. For more info and guidance: a) on
Direct Sales Business Model see here https://bit.ly/2CRzv|F and b)
on free tools for direct sales see here https://bit.ly/2QrFXKc.

12.2 Own store(s)

Reody to sell» | am reody to sell ’rhrough my own store(s)

In progress » | have decided that | will sell through my own store(s) but |
am not ready yet

Not defined » | have not defined yet if | am going fo sell ’rhrough my
own store(s)

Not applicable » Own store(s) does not apply in my case

The creation of your own store(s) means that you have made the
decision to sell your products directly to your consumer without the
interference of any middle man (e.g. Who/esaler, refcu'/er, efc.). Your
own store(s), either existing or new, is a valid channel for providing
your produc’rs, but it is also a difficult one, since it entails a number
of challenges and costs. The following 6 steps will guide you to the
successful creation of your own store(s).
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Step 1: Take a firm decision on the produc’rs that you are going fo sell,
their range and their price. For this step, check that you have already
finalized section "Product Development”.

Step 2: Try to get a good knowledge of the size of your market and
of your competition on the field. To this end, Sections "“Market” and
"Competition” of Saint Startup will provide you with a solid background.

Step 3: Identify the perfect location. By this point, you need to have
understood which areas would be the most suitable for your store in
terms of the size of your target group. The location of your biggest
competitor is a good tracker of where you should also be. Once you
have narrowed down your options go out and exp|ore, osking ques-
tions on various issues such as scn(eer, porking, traffic, other business-
es (offering competitive or complementary products), type of lease
agreement, rent etc. |o|en’ri1cy online services and tools that serve your
region, as they can be extremely helpful in identifying good locations.
Check Craigslist (worldwide), LoopNet (only in the US), Storefront
(US), Spacelist (Canada).

Step 4: Check you possibilities with other channels either offline or
online. Take also into consideration that the retail business becomes
more and more a merger of the physical and the digital world that is
defined by the term “phygital”.

Step 5: Get a good handle on your finances by first defining how
much you will need to design, set up and run your store(s). Create a list
of associated costs inc|uding rent, construction, insurance, morke’ring,
utilities, labor etc and then try to minimize these costs by identifying
alternatives. If you need ﬁnoncing, you may also refer to the section
"Funding” of Saint Startup.

143



THE FOUNDER’S GUIDEBOOK

Step 6: Itis crucial that when you design your own store(s), you take a
good look at the relevant laws, rules, and regulations that apply to
your city or country. These may include tax and social security issues,
licenses, certificates and permits etc. You may need a |owyer to do the
work for you.

12.3 Sales representatives

Reody to sell» | am reody to sell ’rhrough independen’r sales rep

In progress » | have decided that | will sell through independent sales
rep but | am not ready yet

Not defined » | have not defined yet if | am going to sell ’rhrough
independent sales rep

Not applicable » Independent sales rep does not apply in my case

Independent salespeople (or manufacturer’s reps) can be consid-
ered as a means to enforce the internal team of direct sales or as
a strategic choice to substitute it. |no|epeno|en‘r sales representatives
may work with multiple companies, on a geographic basis and
on compo’rib|e or supp|emen’rory rather than competing produc’rs.
Their remuneration is based on their performance (either on com-
mission or on per-so|e fees) and, as such, ‘rhey are a fast way to get
wide distribution, at a variable cost with the least possible upfront
investment.

Just like you, independen’r sales reps are business owners who choose
to work with you in terms of a business decision. They are loyal to
their customers ond, as such, ‘rhey should be better viewed as a
ne‘rworking conduit, rather than a proactive morke’ring tool.
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At this point you most probob|y have a very important question:
"How do | identify a rep in the geographic area | am looking for
and with prior experience in my sector?” Here are a few ways you
could use:
—  Trade fairs and shows could be a good location to find indepen-
dent reps with expertise and an existing network in your field,
—  Gooutand ask your customers for recommendations, especio|-
ly if they are in the retail business,
—  Use the web:
« identify a rep-matching service or database (e.g.
RepRight.com),
* post a position on line ’rhrough job search sites,
+ use LinkedIn to track down sales reps by joining related
groups or performing searches by yourself,
+  search and iden’rhcy the most promising online sales associ-
ations, publications and websites and post an ad.

For more information on remuneration of independen’r sales reps

see here https://bitly/2QsYIxO.

12.4 Distributors/Resellers

Ready to sell » | am ready to sell through distributors/resellers

In progress » | have decided that | will sell through distributors/resellers
but | am not ready yet

Not defined » | have not defined yet if | am going to sell through
distributors/resellers

Not applicable » Distributors/resellers rep does not apply in my case

Companies that have a low to mid volume of consumer produc’rs

sales tend to identify distributors/resellers/intermediaries that stock
the product and make it available to retailers locally, nationally, or
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in‘remo’riono”y. The odvon’roge of distributors is that ’rhey allow you
to focus on the core business of making products and leave selling
to these intermediaries. Distributors’ value lies on their network of
retailers, meaning that ’rhey market your produc’rs to their retailers
at a pricing level known as “wholesale’, without you assuming the
cost of this network’s creation and maintenance.

When considering this business option, calculate prospective ad-
vantages and disadvantages. Distributors and resellers can pro-
vide a good presentation and promotion of your produc’r if ‘r|’1ey
like it. However, this comes with a high price and the right to return
your product if not sold. Also, take into serious consideration the

fact that distributors will not pay you until the product is finally sold
(sold through).

Before contacting distributors/resellers you should carefully consider

the following steps:

1. Distributors will cer’roin|y want to know how you are going to
get people to buy your product. Elaborate a detailed marketing
and communication p|on on how your produc‘r creates demand.

2. Be sure you understand what reo”y matters to distributors
because you are are selling to them and noft retailers: supply
chain, packaging, design etc are of critical importance!

3. Make sure of your target market to choose the righ’r distributor
for you. You are ultimately responsible for finding a compatible
distributor that fits your key market. Distributors are valuable
business partners. Choosing them is not @ |igh’r—heor‘reo| process:
spend time to ask around and obtain references on your distrib-
utors of choice before signing any binding agreements.
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12.5 Dealers

Ready to sell » | am ready to sell through dealers

In progress » | have decided that | will sell through dealers but | am not
ready yet

Not defined » | have not defined yet if | am going to sell through
dealers

Not applicable » Dealers do not apply in my case

Dealers are different beasts than distributors, moin|y because ‘r|’1ey
have the additional risk of buying your product upfront. They are
the next step in the supply chain, rarely dealing directly with you, the
manufacturer. Instead, ’rhey tend to buy goods from a distributor in
modest quantities. Keep in mind that dealers are small scale, with
a minimum retail chain, who present, promote and sell a selective
range of products.

In terms of remuneration dealers often take a |orge morkup (called
a ‘keystone”) on the wholesale price so as to compensate for high-
er operating costs and smaller volumes. As any channel option
has, the choice of dealers has s‘rreng’rhs (persono| attention, good
showcase and promotion products) and weaknesses, as it is rather
difficult and costly to use them as your major sales channel if you

are a new business in fown.

Some key facts you should be aware of dealers are the following:

1. They create links between distributors and consumers.

2. They purchase your goods for their own account and then
market them to the end user.

3. They act for themselves so they must be considered as “princi-
pals” and not agents of your company.

4. They often deal with a large number of products that may be
of supp|emen’rory or even competitive value.
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5. They tend to face very high competition.
6. They generally serve a particular geographic area.

On an interesting case s’rudy on dealers and how to best use them
see here https://bit.ly/2p2vzfz and for an “oldie but goodie” article
see here https://bit.ly/IW9sl6i.

12.6 Mass merchandisers

Ready to sell » | am ready to sell through mass merchandisers

In progress » | have decided that | will sell through mass merchandisers
but | am not ready yet

Not defined » | have not defined yet if | am going to sell ‘rhrough mass
merchandisers

Not 0pp|icc1b|e » Mass merchandisers do not 0pp|y in my case

Mass merchandisers are huge retail stores offering a very wide
range of produc’r categories such as accessories, opp|ionces, cloth-
ing, furniture, office equipment etc. Walmart is the largest mass
merchandiser in the world ($483 billion turnover, app. 12.000
stores worldwide) followed by others like Costco, Kroger, Carrefour,
Tesco and Target.

The immense sales power of mass merchandisers gives them the
power to wield enormous influence over manufacturers (you) and
extract enormous remunerations that sometimes reach more than
50% of the retail price of a product. Mass merchandisers weigh
purchasing decisions heavily, meaning that they tend to be quite
reserved in |0unching new produc‘rs without successful tests in spe-
cific markets or stores. Even if your product succeeds in these tests,
mass merchandisers will ask you to pay a fixed trade fee (or slotting
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allowance/fee, pay-to-stay), above their aforementioned markup,
to put your product on their display network (their shelves).

Mass merchandisers’ strengths lie on their massive distribution, pro-
motion and odverﬁsing pofenficﬂ, while their weaknesses are moin|y
due to their ex‘rreme|y high costs, minimum morke’ring control and
influence, their paying policy being extremely slow, as well as the
long waiting time that may exceed a year or more.

For more information on how to deal with mass merchandisers see

here https://bit.ly/2NIdscA.

12.7 OEMs

Ready to sell » | am ready to sell through OEMs

In progress » | have decided that | will sell through OEMs but | am not
reody yet

Not defined » | have not defined yet if | am going to sell through
OEM:s

Not applicable » OEM does not apply in my case

Original Equipment Manufacturers (OEMs) are not the “original
manufacturers” - meaning you; ’rhey have a close re|o’rionship with
the producer in order to resell its product under their own brand.
They can be considered similar to VARs (Value-Added Resellers),
but they are very focused on rebranding a product and they offer
their own terms of warranty, support and licensing. In other words,
OEMs buy your product to make it part of their own, generally
larger, more complex product.
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The most common and successful example of an OEM are Intel
processors, built in the majority of PCs in the world, under many
brands (e.g MAC, Dell, Lenovo). Another example would be
Qualcomm mobile p|ohcorms and components, which are found in
cellphones such as HTC, Samsung, AUSUS, Motorola and Nokia.
When choosing this channel you have to take into consideration
that your brand, image and iden’ri’ry will be included or even ab-
sorbed by the OEM and will be often invisible to the final customer.
The successful “Intel inside” case is a rare exception to this business.
The more common case is found in the case of Qualcomm: it is
likely that the phone in your pocket runs on Qualcomm, but you
didn’t even know it!

You may have the possibility to create separate versions of the
proo|uc’r using your proper distribution channels, warranty and sup-
port process and sell under your own brand. Usually OEM prod-
ucts should have the same quality as your own retail versions, but
warranties, the manual, supp|emen’rory hardware (e.g. cables and
connectors) and support could be missing or be different. The OEM
version of your product will be sold without the retail packaging or
any other extra benefits -of course at a much cheoper price- in bulk
to OEM partners for mass-production. This business model is often
used by Systems Integrators (SI).

Be aware that while OEMs provide massive volume potential for
your products, their particular ideas on end user needs, marketing
strategy and reactions to market shifts could be a source of strategy
disorientation for an early stage startup. You will also have to deal
with lower proﬁ‘r margins, as well as minimum visibi|ify and brand-
ing benefits.
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12.8 Other

Ready to sell » | am ready to sell through other channels

In progress » | have decided that | will sell through other channels but |
am not ready yet

Not defined » | have not defined yet if | am going to sell through other
channels

Not opp|icob|e » Other channels do not opp|y in my case

In the previous part of this section, a number of physiccd channels
were presented. Do not consider the set an exhaustive list. There are
numerous sales channels and an even greater number of combina-
tions (e.g. fe/emarkeﬁng). Be creative and be a dreamerl!

Do your research, check existing options and do not forget that
designing your proper sales channel, ’rorge’red to your market and
customer segment, could prove to be your most valuable competi-
tive advantage. Be creative, be bold and do not be afraid to exper-
iment. In any case, you are a startup trying to enter - and maybe
disrupt - a market.

It's perfectly OK to try new things. Do not forget that both aca-
demia and practitioners out there describe what already exists
and proved successful for someone or for many. You are perfectly
right to search for new channels or new combinations of channels
formulating a new way of doing business, your way. Today, there
are no hard and fast rules about how to do ’rhings. You have the
opportunity to completely reinvent this process and build something
meaningful for you, if it suits.
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12.9 Sales Funnel

Yes » Yes, | have developed the sales funnel
No » No, | have not deve|opeo| the sales funnel yet

The Sales Funnel is a metaphor using a real funnel to create a
monitoring tool for your sales strategy and process. The top of the
funnel (broad) represents the many - potential consumers in need
of your product, while the bottom (narrow) showcases the customers
that have o|reoo|y purchosed and received your produc’r. The sales
funnel is widely used because it provides a visual representation of
the people you lose across the sales process. There are various rea-
sons behind this: competition, budge’r, different needs etc.

Use a sales funnel to quantify the number of potential customers at
each stage of the process and to predic‘r the number of those that
will become paying customers. Monitor these numbers over time to
identify loops in your sales process and proactively remediate them.
Be very careful in trying to understand your customers, both in terms
of their contribution to the purchase decision-making process, and
in terms of their needs, desires and motivations. Customers genero|—
ly fall under 6 broad categories:
1. End users: the people who will be actually using, touching and
Fee|ing your produc’r in their everydoy life.
2. Influencers: individuals or groups that are playing a vital role in
other people’s decisions like bloggers, celebrities, journalists etc.
3. Recommenders: these peop|e's opinion can make or break a
sale. Think of recommenders like those people that create the
requirements for a product to be purchased, or even like your
spouse and children that have a very strong brand preference.
4. Economic buyers are those that sit very high in the deci-
sion-making process controlling budgets, requirements etc.
They can be CFOs, managers or even your spouse (again)..
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5. Decision makers: the people that sit even higher in the deci-
sion-making process and are sometimes called Very Important
Top Officers (VITOs). PS. Your spouse can qualify for this po-
sition as well...

6. Saboteurs and veto players: these people can be found all
over the decision-making process ranging from the CEO of
a company to your neighbor. Their reason for b|ocl<ing a sale
may concern a range of issues like sofe‘ry, taste, the fact that
they become less important or even be irrational (e.g. they
are racists). Examples of potential (rational) veto players are
quality officers and stage managers. You should try to identify
patterns that reveal their actions as well as their intentions.

In order to design your sales funnel, it can be he|pfu| to use the follow-

ing model. Your potential customer will follow 4 major steps before

actually buying your product. This is known as the customer journey:

A, Awareness: during this step your potential customer gets ex-
posed fo your existing produc’r and becomes aware of a prob—
lem. Let's say that this is the first time your customer comes to
your store, sees a Google search / display ad or reads a social
media post.

B. Interest: at this point your customer actively searches for prod-
ucts that could solve his problem. Provide him with information
‘rhrough your communication channels, online (Goog|e, social
media, proprietary webpage, newsletter subscription blog etc)
and offline (leaflets, catalogues etc).

C. Consideration: your customer is reody to make a purchose de-
cision. They will pay closer attention to your offering, options,
support etc. If you have any ideas on sales and promotions
this is the time to use all your communication channels. At this
point, you must help customers evaluate your value proposition.
In other words, create trust. In order to do so, you may use a
number of ‘rechniques inc|uo|ing oﬁcering free trials, or hoving
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recognized persons or big corporates use your produc’rs etc.
These techniques help to build consumer trust and encourage
repeat buyers.

D. Purchase: finally, your prospective customer becomes a real
customer finalizing his purchase with you. He is ready to push
the "buy” button and transfer money to your account.

If your product has both physical and digital channels, then you
are entering the “phygital” world. Also consider the web channels
section to design a coordinated strategy (omnichannel opproqch)
and provide your customer with a single view of your product from
all channels.

For more information on the steps of your sales funnel (e.g. after
sales, brand advocacy, loyalty etc) see here https://bit.ly/2NJtGSQ
and here https://bit.ly/2COPOOW.

12.10 Customer Acquisition Cost

Yes » Yes, | have calculated the Customer Acquisition Cost
No » No, | have not calculated the Customer Acquisition Cost yet

Customer Acquisition Cost (CAC) refers to a company's costs in
order to convince their consumer to buy their produc’r or service.
Founders usually underestimate how much it costs to gain a new
customer when ‘rhey start p|orming their business model.

To calculate CAC you must quantify all the sales and marketing
costs for a given period of time and divide it by the number of
customers you ocquired in that same period, Being an entrepreneur
means that you must remain optimistic, but in the case of CAC this
can be a very expensive process. In order to attract new customers,
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you will need to be engoged in a number of activities, inc|uo|ing
SEM, SEQ, classic PR, digital marketing, direct sales, bonuses, and
possible travel, of which all can quickly add up It shouldn't be a
shock for you how high the figures are, if you use these ’rechniques
for CAC. Your CAC will grow exponentially if it is particularly labor
intensive, or if you need additional human intelligence. Do not un-
derestimate the po’ren’rio| cost of acquiring customers.

For a sound business model, CAC should be then cross checked
with the Lifetime Value of a Customer (LVC). In order to make it
clear let's assume that you have calculated your CAC and it is 100
Euros/client and that this is a one-time revenue stream (i.e. your
customer buys only one time from you). If the net profit margin of
your sale is under 100 Euros this simply means that you pay more
to acquire a customer than you gain from this customer. Over time
your sale cycle (time required from the first approach to the actual
sale) and in turn your CAC should drop significantly.

Lowering your CAC is critical, so check business models such as
Open Source, SaaS, Freemium, etc. that are designed as solutions
for acquiring new customers. To do so, you should master customer
behavior due to the prevalence of the web and adapt fast to your
consumers way of thinking in the so-called Low Cost Sales model/

Sales 2.0.

For more information on CAC see here https://bit.ly/2QsPwZj.
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13. INCORPORATION

13.1 In existing structure

Yes » Yes, | will host the startup in an existing venture

No » No, | will not host the startup in an existing venture
Not defined » | have not defined yet if | will host the startup in an
existing venture

You may choose to start selling your products through an existing

organization. There are moin|y three reasons why you may choose
to do that:

You are an intrapreneur. You work for a larger company,
exercising your en’rrepreneuricd skills under the auspices of
your employer. A number of successful products (e.g. Sony’s
PlayStation), or firms (e.g. Intralot, one of the world leaders in
gaming software) started as infrapreneurship projects.

You already own a company. In this case, you are a serial entre-
preneur and - at least ‘remporori|y - you want to host this new
venture in the framework of your existing company. Remember
that if you are looking for funding or if you want to integrate other
members in your en’rrepreneurio| feam, you should rather sooner
than later spin-off your company creating a separate legal entity.
You choose to sell your produds fhrough a third party acting
as a Free|oncer/supp|ier. This is uncommon, however it is some-
thing that happens mainly in less developed institutional envi-
ronments where funding of early stage startups is scarce and
red tape for incorporating is considerable. If you choose this
option consider it as a strictly temporarily and be very cautious
about protecting your rights (see part 3. Intellectual property).
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Hosting your en‘rrepreneurio| project in an existing structure may
have some considerable advantages. For example, you may take
advantage of the existing firm'’s resources and competencies (e.g.
you are using the sales force, the premises, the accountant and the
lawyer of the firm). When choosing this option, make sure that you
are aware of the firm'’s strategy and that your project is aligned to
the overall strategy.

13.2 Lawyer

Yes » Yes, | have a lawyer
No » No, | have not a |owyer yet

Getting the righ‘r |ega| counsel for your company is like gefting a

great base for your startup, but you will need to know how to pick

the lawyer to best serve your goals. A good lawyer provides help

in almost every aspect of your startup, from compliance and IP, to

incorporation and |iobi|i’ry. Here are some basic princip|es in hiring

a lawyer:

1) your lawyer must have previous experience with your industry,

2) your |c1wyer must have previous experience with working with
eor|y-sfoge startups,

3) you have to be able to pay your lawyer - the fee structure is
important at every point in the process,

4) preferably, your lawyer must be able to work on all your needs
(IP, incorporation etc) and,

5) after all, you must like the person you are talking to.

And don't forget: if you are being sued, it's too late. See "How
to work with Lawyers at a Startup” by Mark Suster see here
https://bit.ly/2xaFGU3.
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What is being described here is the perfect solution and, by defini-
tion, you may have to make compromises. It is important, however,
to know your po‘renﬁo| vulnerabilities. Fino”y, a great |c1wyer should
be a trusted part of your company. Lawyers, (just like your accoun-
tant), can provide additional value, as a source for networking
(funding, clients etc.).

If you cannot afford a lawyer at the beginning, don't consider your-
self as an exception. During the early days, many startups cannot
eosi|y afford one. If you find yourse|f in this case, don't fret. Many
startups have still succeeded, Jroking ona |c1wyer afterwards. What
is however ABSOLUTELY NECESSERY is to have a good lawyer
to work through the paperwork. DO NOT sign with an investor
unless you have taken legal advice. Ask your personal network,
friends, fomi|y and advisors to consider what type of |egc1| expertise
they may have, as to not make a costly mistake later.

For more on ﬁnding a greaf |owyer for your startup, see this piece
by First Round Capital https://bit.ly/INO38Kh.

13.3 Accountant

Yes » Yes, | have an accountant
No » No, | have not an accountant yet

The best way to find a good accountant is to get a referral from
someone you frust in your startup ecosystem. After go’rhering a
number of candidates you can start meeting them. During these
meetings, your main goal is fo find out about three things: services,
fees and personoh’ry.

159



THE FOUNDER’S GUIDEBOOK

Smaller accounting firms may genero”y serve better a startup, but
they may not offer all required services. In that case, ask if they have
a network of partners who may offer these services. Moreover, it is
preferob|e that your accountant has experience with startups and
with the specific industry.

The services you will be offered by your accountant may vary from
you doing nothing to you doing almost everything. Compare op-
tions and prices and choose accordingly. Have in mind that ac-
counting firms often chorge the same hour|y rate for all services.
These might range from assembling and ordering invoices (easy
task) to the generation of financial statements (specialized task).
Thus, it is important to determine exactly what kind of work you
want an accountant to handle, and what you will do yourse|f.

You must think of your accountant as your trusted consultant acting
beyond bookkeeping. To this end, his personality must be compati-
ble with yours, meaning that you have met the person who you will
deal with you (and not the salesperson of the accounting firm!).
Finally, it can also be valuable to consider your accountant (just like
your |0wyer), as a source for nefworking (funding, clients etc.). Avoid
costly tax problems with the right accountant. For more on choosing
a great accountant for your business, read the following article from
Richard Branson's Virgin Startups see here https://bit.ly/2Nzzlwf.

13.4 Legal Form

Yes » Yes, | have decided on the legal form of the startup
No » No, | have not decided on the legal form of the startup yet

Before you register your company, you will need to decide what kind
of entity it should be, and where it should be registered. If something
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goes wrong your business structure |ego||y affects every‘rhing, from
how you file your taxes to your personal liability.

Different countries have different |ego| forms. The most common

are: corporations, partnerships, limited-liability corporations and

cooperatives. Know the difference between these in your country,

and the |egc1| associations attached to each. Being a startup with

an ambition to scale, you need to have four main characteristics.

You need a legal form that:

— separates your persono| |iobi|i’ry from your company’s |ic1bi|i’ry
(owners are not personally responsible for debts and liabilities),

— is familiar to your investors,

— s sellable to other companies,

— is capable of offering stock options to your employees.

13.5 Incorporation

Yes » Yes, | have incorporated my startup
No » No, | have not incorporated my startup yet

Incorporation involves creating the |ego| vehicle for operating a
business. It is the process enabling the creation of a legal entity
(company) that is separate from its owners.

The main question for a startup is when (and sometimes where) to
incorporate. Incorporation means spending some cash upfront, as
well as periodico”y, for |owyers, accountants etc. To this end, you
may postpone incorporation until you have a reason to ‘officially’
start your business. For more see "When do | need to incorporate
my company?” see here https://bit.ly/2NEq98t.
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In other words, you do not need to be incorporo’red to build an
MVP or to to test your solution. However, you must incorporate if
one of the following is true:

— you need to protect persono| |ic1bi|i’ry

— you have made your first sale

— you have a deal with an investor

— you want to hire an emp|oyee

You will need to consider a few pros of incorporating your startup,
even if none of the above is true. Incorporation sets the ‘rules of
the game’ among shareholders and he|ps to avoid misunderstand-
ings. This becomes even more important when one or more of the
shareholders brings in any type of intellectual property. Depending
on the country you are operating in and the |ego| form of your
company, incorporating just before an investment may have tax
implications - ask your accountant, and inform yourself as much as
possible. Ultimately, running an incorporated startup unquestion-
Ob|y involves bui|ding credibih’ry (both in‘rerno”y and ex’rerno”y), as
it demonstrates commitment.

For more on incorporation see here https://tcrn.ch/2m8JyxM.

The country where you choose to incorporate can be just as im-
portant as when you incorporate. You migh’r think that you must
incorporate your startup in the country where you are living. This is
not o|woys true, and there can be some |orge pofenfio| costs later
should you look to raise investment or outside capital. Ultimately it
depends on where your prospective market is based, or where you
infend to do the most business. Eventually, you may have multi-
p|e jurisdic‘rions. Follow what others in your ecosystem are doing.
Consider the journeys of your mentors and local startup leaders. Are
they incorporating locally, or abroad? If you decide to incorporate
abroad, it is not a trivial decision. U|’rimo‘re|y it will be important to
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make the righ’r decision for your individual startup—so take advice
from a wide sample as possible, and determine what makes the
most sense for you.

For more on how to decide where to incorporate your startup see
here https://bit.ly/20kbggO.
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14.1 Need for funding

No » No, | do not need funding
Yes » Yes, | need funding
Not defined » | have not defined yet if there is need for funding

Before answering the question "How do | find the money to start
my business?” initially you will have to answer if you need fund-
ing. Do not take this matter |igh’r|y, as there are more options
than be funded by business angels or VCs that believe in your
killer application. Go for a ‘just-in-time" fundraising approach.
For more on this approach see here https://bit.ly/2NFYtQp and
here https://bitly/2Mt27IP and here https://bit.ly/2xbEnét.

Have you ever ’rhough’r of the idea that you can start your business
first by designing and offering services and then by building your
dream product? Take into consideration that service businesses re-
quire less investment as they are connected to human labor rather
than capital, and that revenue can start coming to your business
within weeks. Creating revenues from services may have a positive
effect for three reasons.

—  The first and most obvious is that the creation of revenues can
(at least por’r|y) he|p you deve|op your dream produc’r (see also
the next text about bootstrapping).

— The second is related to the creation of experiences. This is
especio”y signiﬁcon’r for peop|e who have not run a business
before. Passing through ‘children’s illnesses” when there is not so
much in stake (investments, employees etc) can give you valuable
experience down the road.
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—  The third is related on how other peop|e see you. Passing the
threshold of having convinced a number of customers to buy
from you, makes third parties (partners, investors, employees)
more comfortable in Working with you.

When considering if you need funding or not, have in mind that
oﬁcering services and |oo|<ing for funding do not exclude each other,
therefore they can be practiced simultaneously.

14.2 Bootstrapping

No » No, | am not boo’rs’rropping the startup

Yes » Yes, | am bootstrapping the startup

Not defined » | have not defined yet if | am going to bootstrap
the startup

Bootstrapping is about using existing resources in starting a busi-
ness. In practice, this means that your startup is based on copi‘ro|
deriving from the founders” bank accounts and, in turn, relies on
revenues. Surprisingly (or not), a great number of fast-growing busi-
nesses, have used boo’rs’rropping to get where ’rhey are.

To be able to bootstrap you must first check your bank account and
whether your business model is odequo’re in terms of low up-front
investment, short sales cycles and payment terms, periodical reve-
nues and rather inexpensive marketing actions like social media and
word of mouth. By choosing bootstrapping as a strategy in funding
your startup, you are going to be dealing with cash flow issues rather
than proﬁ’robih’ry. In order for your boo’rs‘rropped business model to
be adequate, check if the following conditions are met:
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You do not need to educate your po’ren’rio| clients of your prod—
uct because they are facing a pressing need (see 5.1 Define
problem and 5.2 Verify problem).

Your produc’r isa perfec’r substitute of an o|rec|o|y existing high
profile offering, so you can gain from the latter's positioning,
marketing and education on your potential clients (e.g. you are
offering the same procluoL half price).

Choosing bootstrapping as the sole funding strategy has certain advantages:

It keeps you focus on what you suppose to do best: build a
product and convince your customers. Searching for externdl
funding is time-consuming and, as a founder, your most pre-
cious resource isn't money; it's time.

Founders keep full control of their firm. If things go as (busi-
ness) planned - and they seldom do - your investors will be happy.
However, if ‘rhings are not going as p|cmneo|, financial pressures
will sap your ability to be creative.

Starting with your own money may also have disqdvon’roges:

If you are working from a small amount of own funding, you
might not be able to develop as fast as desired. For fast moving
industries this migh’r be crucial.

More frequenﬂy, investors are trying to offer ‘smart money’
providing (often crucial) ne’rworking and advice. By Funding
yourself, you might lose out on valuable networking or in-kind
benefits. In addition, the reputation of your investor can add a

great value on your startup.

When considering your funding strategy please consider that boot-

strapping and seorching for external money do not have to exclude

one another. On the contrary, bootstrapping might be a shortcut

towards finding an external investor. Bootstrapping can help you
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in the short run, while raising copi’ro| is a medium for a |ong—‘rerm
funding strategy.

You may also consider reward-based crowdfunding (e.g. Kickstarter,
Indiegogo) also as part of bootstrapping - with these tools you are
able to conduct (pre)sales without giving away any equity. This in-
creasing|y popu|or way of funding is moin|y compo’rib|e with B2C
startups. When crowdfunding, involve your audience by telling a
good story (your story) and increase confidence by demonstrat-
ing a budge’r on how you intend to spend the money. Succeeding
to crowdfund your project is a ‘badge of honor' for any outside
investor. It will also enable you to develop a community around
your product. If you wish to explore Kickstarter or Indiegogo as a
p|c1hcorm, back a few producfs on the site and follow o|ong with
the creation journey. You can learn a considerable amount from
this, including how to best engage with your audience, and how to
ship a product on time. You will have the chance to witness both
successes and failures up close.

14.3 Requested capital

No » No, | have not calculated the requested capital yet
Yes » Yes, | have calculated the requested capital
Not opp|icc1b|e > Reques’red copi‘ro| does not opp|y in my case

You have decided that you need external funding. The next question
is "How much should | ask for?”. There is an answer to this question:
You are asking the minimum amount of money you need to make
it work ond, at the same time, an amount that your investor will
be able to give you. This amount must be jus‘riﬁed and, therefore,
it should derive from a business plan (see 1.4 and 1.5). Getting the
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righ’r funding level is important. Inform yoursehc as best as possib|e.
To start your learning process, see here https://bit.ly/2OtMISH.

|ni‘rio||y, you have to deve|op a business p|on that will enable you to
follow through until the end (clients, requiring revenues etc.). Adding
milestones to your business plan, will allow you to cut your 'big prob-
lem” into ‘smaller solvable pieces’ and, in turn, odop’r your request
to your investor.

Each investor has a range that ‘rhey are wi||ing to invest. This
range varies by the type of investor and the ecosystem in which
this investor operates (e.g. Silicon Valley business angels may invest
a million while a VC of a less institutional environment ecosystem
may fund up to 500K). You have to know this range (or guess it
from previous investments) and request an amount that lies within
it. ATTENTION. What is suggested here is not to have a differ-
ent plan for each investor, but request the funding of a different
number of milestones for each investor, so the reques’red copi‘ro| is
matching the investor's range.

When co|cu|o+ing the reques’red copi’r0|

— make sure you have included a (reasonable) salary for the
founders who are working for the startup,

—  calculate the amount you neeo|, add a buffer to this amount
and in turn spread this buffer around the different expenses
you are presenting,

— do not even think about adding something like an expensive
car for the CEO in the budget - this a red flag for any (serious)
investor.

Consider that when you request outside funding, this funding is

attached to certain strings. By requesting outside capital, you
will essen‘rio”y be giving some part of your company away fo the
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outside investors, and your investors will expect a certain return on
this investment. Consider carefully what the terms of this investment
will look like. It is important to approach investment as informed as
possib|e before seeking to raise any copi’ro| from outside investors.
Weigh the pros and cons corefu”y. For a goocl |o|oce fo start see

here https://bit.ly/2MulHV1.

14.4 Seed, or Angel round

No » No, | have not been funded on a seed, or angel round yet
Yes » Yes, | have been funded on a seed, or angel round
Not opp|icob|e » Seed, or cmge| round does not opp|y in my case

This will be the first outside money that you raise. The main sources
(besides boo’rs’rropping described earlier) for funding a startup on
an early stage are:

—  Friends and Family. A large number of startups got their first

check from friends or fomi|y. Usuo”y there is not much of a due
diligence in the process as friends and family believe more in
founders than on the product. Don't forget that this money is
connected to a personal relation that could potentially (more or
less) affect your company.

—  Accelerators. Accelerators provide an integrated approach, in-
cluding -most of the times- also an investment, usually ranging
between 20K-50K.

— Ange| investors. Weo|’rhy individuals Who, most of the time,
conduct hands-on investments. They bring their personality into
the startup (for better or for worse). A business cmge|'s network
and experience mig|’1‘r be much more important than the cash
they bring in. This is called ‘smart money’. Business Angels are
often organized in Business Angel Networks (BANs). Work with
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a business onge| eﬁcec‘rive|y by informing yoursehc. For a good
place to start see here https://bit.ly/1jBkDtx.

Venture Capital (VC). Here we are talking about professionals

investing other peop|e's money. Due o|i|igence will be hard and

time consuming. VCs become more and more focused (on an
industry) and more and more hands-on. Lately, we also expe-
rience the rise of Corporate Venture Capitals (CVCs), namely
VCs funded and operated by large corporations. Most CVCs
are +igh’r|y linked to the mother company's strategy (ogoin for
better or worse).

Equity crowdfunding. Instead of having one investor with a
large part of the shares, you have a large number of share-
holders, each one hoving a small fraction. This could be a
‘quick’ solution engaging a large number of people (you need
that especially if you are B2C) but managing a large number
of shareholders and their expectations, plus the legislator's re-
quirements on financial disclosure, might be a pain in the a..
later on. Todoy, there are many p|ohcorms that facilitate this,
including Funderbeam, Crowdfunder, Seedrs, etc. Inform your-
self about the pros and cons of equity crowdfunding (also if it is
|ego| in your jurisdic’rion) corefu”y. For a good p|oce to start see
here https://bit.ly/2QgQhSN.

Subvention. Your case may fit to one or more call for proposals
for a subvention. Try to find a subvention that is o|igneo| to your
goals and do not try to align your goals to the subvention'’s
criteria.

Initial Coin Offering (ICO) or token sales. Token sales operate
on a similar basis as crowdfunding. In exchange for invest-
ment, you offer a small piece token, as a currency. They are
distributed as coupons, on blockchain |eo|gers. This crypto-
investment is expec‘recl tfo grow and become more valuable
as your company’s value increases. They differ from equity
crowdfunding as ’rhey do not confer equity in the company.
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They can be traded eosi|y among investors. ICOs are quick|y
becoming a popular method of raising capital for startups,
with more and more startups pursing this funding strategy.
If you think ICOs are righ’r for you, do your best to inform
yourself prior to raising a token round. For a good place to
start see here https://bit.ly/2QoKGwt.

A seed, or angel round is based more on vision/passion/belief than
on a carefully developed business plan - this does not, however,
mean that you will not be asked for one. At an eqr|y stage, the risk
is high and in turn equally high should be the expected result.

Before engaging in raising an Ange| round, inform yoursehc as best
as possible about the process. Investors may have interests different
than your own. Be sure to evaluate them carefully. For a great place
to start on your discovery journey see here https://bit.ly/2inbvSv.

Just like in life, in funding a startup ‘seeing is believing". When raising
money, it is important to bring your startup’s maturity on the table
(prototype, number of users, names of clients etc). This will raise
your borgoining power. Use your presentation and pi’rch to tell your
story and to encourage others to come onboard with your vision.
Alternatively, if you do not have something to show (i.e. a validated
proo|uc’r) your borgoining power is greo’r|y reduced. Throughou’r this
process, don't forget to talk to people that have been funded be-
fore. Their, often conﬂicfing, experiences will be valuable, but know
that many factors will influence the investment process.

If you are new to this process, this article, from Silicon Valley accel-
erator Y Combinator is a greaf p|oce to start. For more see here

https://bit.ly/2k8nst2.
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Last but not |eos’r, take into serious consideration the amount of
shares you retain after the seed round. These will be bargained and
explicitly considered in your term sheet. If for example founders re-
tain on|y 51% after the seed round ’r|’1ey are proc’rico”y jeopordizing
their effort: a) this will not be an attractive offer for the next investor
who feels that she is buying expensive and b) what would your share
be after two more rounds of investment? 20%7?

To learn more about the consequences of early investment and the
process see here https://hbs.me/2F246VT.

14.5 Round A

No » No, | have not been funded on round A yet
Yes » Yes, | have been funded on round A
Not applicable » Round A does not apply in my case

Don't wait fill you run out of (seed) money to start |ool<ing for round
A. Start searching your funding options at least 6 months before
you run out money. Try to use your ‘Seed round’ investors to intro-
duce you to other investors that could afford the amount of money
you are asking for (if they cannot do it themselves).

Despite the fact that the above-mentioned options (see
Bootstrapping, Seed funding) remain open, round A is a stage
dominated by Venture Capitals (VCs).

At this point your startup is not about belief any more. The request-
ed capital is greater and the risk should be lower: investors will write
you a check upon a “calculated risk”. Just because your startup is
running out of money does not mean it is time to turn to venture
ﬁnoncing. Venture ﬁnoncing puts certain expectations on your
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future revenue and business model. Are you wi||ing to meet these
expectations? It is not the right answer for all companies, and it is
worth considering how many restrictions will opp|y in your case. For

more on VC funding see here https://bit.ly/2xbF3]3.

If you have done the research and have decided that raising venture
is righ’r for you, it is important to proceed corefu”y. For succeeding
in your first venture round, you have to have a sound and justified
business plan (see 1.5) in which you are asking money for growth. At
this stage it is most un|i|<e|y that you succeed in round A if you are
not generating revenues (see 5.7 First client base). Moreover, you
have to be able to talk meaningfully about your Sales funnel, your
Customer Acquisition Cost, as well as for other metrics providing
justified evidence that your business is scalable. In other words, a
round A funding is heavily based on traction (actionable metrics).

Besides having a business plan (explaining what will be done from
now on), investors at this stage will corefu”y examine how were
things up to this point. This process is called ‘due diligence” and it
can take a considerable amount of time to do it properly. During
‘due di|igence' you must be patient and have a) a p|on on how to
survive during this period and b) a contingency plan in case you
cannot be funded. For more on ‘what to do when the VC says no’

see here https://bit.ly/20hU6rX.

When entering due diligence, have in mind that you are also eval-
uated on the short-term goals you initially presented. If for example
you have promised the feature X in one month and you have it
ready in 3 months you will lose credibility.

The due diligence process is not just one sided. It is also important for

startups to do their own due diligence on the VC firms they intend
to engage with. Remember, this VC is about to take a long-term
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interest in your company. Be sure that you are Working with a part-
ner that you trust and is credible.

When entering this process, have in mind that you are se||ing
something: shares of your company. As investors are buying from
you, they should not ‘feel needed. Nobody wants to invest in
some’rhing that nobody else wants. This accounts also for the Seed
round - it is however more relevant at this stage where it is clearer
where things are going. In case you don't know any VCs see here

http://bit.ly/2CUYxb8.

When raising a venture round, it is not always the amount you raise,
but also from whom. Consider the role of “smart money” in the seed,
or onge| stage. Here, VCs can also be trusted partners in ensuring the
direction in where your business is headed. Indeed, should they invest,
they will have a very specific interest in how your business develops.
Therefore, it is important to choose a VC partner carefully. Evaluate
their previous deals, and consider corefu”y the business areas in which
they work. Do they have other deals in your industry? Are they famil-
iar with your technology? Do they have other startups in their port-
folio that may have specific value for you? Choose a VC carefully—a
great VC can offer more than just money. In4capital can match your
startup with investors around the globe (www.in4capital.com).

Choosing the wrong VC can be a costly mistake for your company
and your enfrepreneurio| journey. Inform yoursehc the best you can
and be decisive. VCs may have under|ying interests that may be
oppositional to your own. As they begin to take a large stake in the
company, ‘rhey may aim to take the company in a direction that you
migh’r not want. Make sure you and your VC partner are on the same
side and have a good relationship before you sign the term sheet.
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The choice of the right VC is far from trivial. Inform yourself before-
hand and do your research. Your first choice should not be the VC in
closest proximity to you. Consider their existing por’n(oho and interests.
Many VCs will endeavor to make these clear to prospective investees.
Do your research and choose appropriately. Pitching in front of VCs is
time costly, so optimize your work beforehand. Check out their social
media pages, b|ogs and online presence to learn more about their
investment strategy and opprooch fo Funding‘ On how to choose a
VC see here http://bit.ly/2QsvoGP. For another good piece on this
topic see here https://tcrn.ch/20jbL Q3. For an example of one VC's
funding inferests see here http://bit.ly/2x9xTpr.
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