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INTRODUCTION

Startup Guide

Startups are the lifeblood of our economy and innovation across
the globe. They create jobs, new products, dreams, and disruption.
They are led by entrepreneurs who work hard to bring their ideas
to life. Often overshadowed by failure, they persist and can change
the world. We feel that entrepreneurs are heroes that need to be
celebrated, and more importantly, supported by a community of
fellow founders. It would be great if the process were easy, but it's
not. We'd like to help change that. In this guide we will take a shot
at compressing the startup learning curve with market tested les-
sons both old and new.

Who Is This Startup Guide For?

This startup guide is written for entrepreneurs who are looking to
start a company as well as those in the process of building one.
Over the past 5 years, our team has built a strong knowledge base
of the startup process from proving out an idea to raising money
from VC's in Silicon Valley. We don't have all of the answers but
we're confident this guide will put you on a much better path and
help you avoid many obstacles. As you're going through this guide,
if you have any questions, please email us at hello@minervavisu-
als.co or through our website www.minervavisuals.co




CHAPTER1 —

Solve Important Problems

Take a look around at the products and services you are currently
using and surrounded by. Why are they there? Well, it's because
they are solving a problem or filling a need you would otherwise
e experiencing.

This is how all great inventions and startup businesses are born -
from a problem or need. From electricity, to the telephone, to the
Internet, and more recently to PayPal and Facebook, great busi-
nesses dre built on big problems.

Two Startups: The Difference Between
Success and Failure

Dropbox

A file hosting service founded in 2007 by Drew Houston and Arash
Ferdowsi. Shortly after being founded, the company was accept-
ed into and backed by Y Combinator.

Houston, a developer by trade, began building Dropbox in 2006
while riding a bus from Boston to New York. Houston had originally
planned to do some work on his laptop during the four-hour trip,
but realized he didn't have his USB memory stick. Immediately,
Houston began building technology to store his own files over the
Internet. [1]



“Suddenly I'm powerless. | thought, how long are we

going to be doing this? | never want this to happen
to me again.’[2]

Drew Houston - DropBox Founder

Drew Houston’s problem was clear: he didn’t have his memory
stick, but still wanted to work on the files stored on it. His solution:
a service that stores files in the cloud and can be synchronized to
or accessed from any device. Forgotten memory sticks, lost files
from hardware crashes, and other related problems were no lon-
ger a risk.

Pets.com

During the dot-com boom of the late nineties, several companies
took the scene and burned out in spectacular fashion.
Pets.com was one of them.

Pets.com began in 1998 as an online retail supplier of pet supplies.
The company raised nearly $300 million of investment funding
and grew to over 300 employees at its peak.

The problem was, the company was never profitable. Despite a
heavy advertising spend of over $11 million in its first fiscal year, a
4-story tall balloon in the Macy’s Thanksgiving Day Parade, and
drawing quite a bit of media attention, the company liquidated in
2000 for one simple reason: they didn't have customers.



Without customers, a business does not exist. And a business can-
not gain customers without solving a problem or filling a need.
Though it sounded nice in theory for pet supplies to be ordered
online, no one was clamoring to have a squeak toy mailed di-
rectly to them, and other products, such as kitty litter, were of-
ten needed sooner than delivery would make them available.

Despite starting with a similar amount of funding, Dropbox ex-
celled whereas Pets.com failed miserably. The difference? Drop-
box solved a painful problem.

Company Problem Solution

Name

5-hour Energy Whether its lack of 5-hour Energy re-
sleep, long days, or  leased a small (2
hard work, people 0z.) energy shot to
run low on energy provide an extra
over the course of boost without filling
the day. your stomach.

LinkedIn Managing a pro- LinkedIn offered a
fessional net- virtual rolodex that
work is challeng- stores and curates
ing — maintaining your contacts’ in-
business cards, formation for you,
rolodexes, and re- while providing a
lationships with vessel for commu-
contacts was a nication as well.

challenge.



Amazon

Walmart

Under Armour

Buying books was
constrained to
finding a book-
store, having the
correct book in
stock, and travel-
ing to that book-
store.

Buying goods at
multiple different
stores is both time
and capital inten-
sive.

Clothing worn
during exercise
and underneath
padding became
soaked with sweat,
heavy, and un-
comfortable.

Jeff Bezos made it
possible with Am-
azon to purchase
any title and have it
shipped directly to
you from any loca-
tion.

Walmart gives
shoppers the ability
to “one-stop shop”
and purchase all
the goods they
need in one lo-
cation, at a lower
price due to econ-
omies of scale and

Kevin Plank (then a
captain on the Uni-
versity of Maryland
football team) no-
ticed his compres-
sion shorts were
kept dry. He used
the same mois-
ture-wicking mi-
crofiber to produce
other clothing to
keep athletes cool,
light, and dry.



Ford Motor Despite the first Henry Ford creat-

Company modern automo- ed the assembly
bile being created line to much more
in 1886, there was quickly mass pro-
no fast and effi- duce his vehicle,
cient way to pro- the Model T.

duce an automo-
bile for personal
use.

Thinking Versus Noticing

Startup founders can often find themselves working on an idea
that sounds plausible, but does not provide a solution to a prob-
lem people care about in a meaningful way. Y Combinator
founder and investor Paul Graham says that often, these startups
are born from individuals who are simply “trying to think of start-
up ideas” and not looking for problems. [3]

Graham calls these ideas “made-up” or “sitcom” startup ideas, as
they sound like something a writer for a television sitcom would
come up with when creating a script for a character that had a
business idea. The idea seems possible, even though in reality it is
bad and no one would use or buy it.

“The verb you want to be using with respect to startup
ideas is not ‘think up’but ‘notice. At YC we call ideas
that grow naturally out of the founders’ own experi-

ences ‘organic’ startup ideas. The most successful

startups almost all begin this way."[3] Paul Graham

Founder / YCombinator




And often, these ideas begin with someone trying to solve an or-
ganic problem for his or herself (see above: Drew Houston).

Other examples include Craigslist and Netflix. Netflix founder
Reed Hastings began his service in 1997 after paying a $40 late
fee for renting Apollo 13.[4] In Hastings’s mind, having to go to the
store to rent and return movies, especially when late fees are in-
volved, is a pain. The rest is history.

Getting Creative With Your Solution

So how can you make sure your startup solves a painful prob-
lem? Well, start with the problem. Problems are everywhere; it is
just an exercise in noticing (as Paul Graham said) and question-
ing. What is currently nagging you? What do you do in your work
that you think, “I wish | could __ _ instead”?

Sadly, there is no easy formula. It is simply training your mind
and your eye to pick up on problems that exist around you, ques-
tion why those problems exist and for who, and then formulat-
ing a solution. If it was easy, everyone would be an entrepreneur
(and then who would you hire?). By being curious and critical, you
will begin to notice where readily available solutions do not exist
for persistent problems.

Once you have identified a painful problem, 9 times out of 10 the
solution will not be obvious or easy. Problems often necessitate

Airbnb

The short-term lodging service Airbnb was born out of room-
mates Brian Chesky and Joe Gebbia being unable to afford



the rent for their San Francisco apartment, and offering floor
space to individuals visiting a local conference who were un-
able to book hotel lodging.[5] The duo cleared their living room
and served breakfast for their guests, eventually catering to
more events before expanding the site, called at the time AirBe-
dAndBreakfast.com.

Chesky and Gebbia’s problem was their inability to pay rent, and
their creativity led to a massively successful startup that has
since booked over 10 million night's stays.[6] The pair’s creativity
does not stop there, though.

During the 2008 United States presidential election, Chesky and
Gebbia created and marketed “Obama O’s” and “Cap’n McCains”
cereal. At $40 apiece, the team sold 800 boxes and made over
$30,000 to help cover their startup costs.[7]

Once the company was off the ground, they faced a similar us-
er-acquisition problem to Dropbox. The startup created an auto-
mated program to email individuals posting vacation listings to
Craigslist a link to Airbnb promoting the service.[8] The company
has drawn some criticism and claims of spam, but it's hard to ar-
gue with the results.

Unfortunately, finding a painful problem and coming up with a
creative solution is not enough.

Once a problem has been identified, and a solution has been
formulated, the entrepreneur must discern whether or not the
solution is something the user who feels the problem will pay for.
If people aren’t willing to pay for the solution, you still don't have a
business. The key for finding out if the solution is sellable is easy -
talk to your users! Try to sell your solution before you even build it.



In the next several chapters, we will discuss validation, traction,
and selling respectively.
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CHAPTER 2 L R e

Validate Your Solution

Let’'s say at this point you've finished step one and determined
that your startup idea solves a painful problem. How valuable is
that solution? Enter: Question two on your startup litmus test: “Will
people pay for your solution or product?”

Ideas are great, but they don’t make money. Businesses make
money. Once you can validate that people will open their wallets
or their checkbooks for your product or service, then you have
business idea.

*Disclaimer: There are of course well-known exceptions to this
rule: early Facebook, Twitter, Snapchat, Instagram, and other ser-
vices that are in the business of accumulating users and eyeballs
with the “monetize later” strategy and no revenue model. Few are
successful, and chances are you are not one of them.

It just makes sense. Before you pour your hard-earned cash and
even more importantly, your time, into a business, you should
want to know that the business would make money for you. Even
before building a full or partial product, it is important to validate
your assumptions.



Hiten Shah, co-founder of the successful analytics software KISS-
metrics lamented his oversight in validating one of his former
business ideas.

“My co-founder and | spent $1,000,000 on a web hosting com-
pany that never launched. We were perfectionist so we built the
best thing we could without even understanding what our cus-
tomers cared about.”

Hiten Snah

Co-Founder [ KISSMetrics

Zipcar co-founder Robin Chase has a similar experience after
skipping validation.

“Get to your customers as fast as possible & learn from them

to build your product. With my second company, we spent too
much money on the website and software before engaging with
our first customers. This meant that part of our learning was un-
doing our first guesses.” [1]

Robin Chase

Founder [ ZipCar

How to Validate

Validation can come in several forms, and ultimately your metric
for success is your own decision. Lean Startup Machine CEO Trev-
or Owens defines success criteria as, “Minimum amount of val-
idation that we need, to know this is going to be successful and
that we have a viable opportunity.” [2]

Validation can be done fairly inexpensively. It can take the form
of letters of intent, preorders, polling, soliciting interest via dum-
my ads, or collecting emails via a launch page.



Here are a few simple ideas for collecting validation:

1. Landing Pages

Create a basic landing page promoting your product or idea
using the top keywords for your product based on Google Key-
words and promote it through your social channels. These pag-
es will show you click through rates as well as collect emails for
leads.

Get a free landing page for your Startup!

lam ready!

You can further drive traffic to your launch page via targeted
Facebook ads, Google AdWords, or even dummy Craigslist post-
ings. You can see our favorite landing page tools in our Startup
Tools & Resources section.

2. Create asurvey

Surveys can be a powerful tool to gather a lot of data quickly,
but must be done correctly to avoid several inherent biases and
leading questions.

Qualaroo and GrowthHackers.com founder Sean Ellis recom-
mends this survey [3] [link to: http://survey.io/survey/demo]




for assessing market fit. A 40% response rate of “Very disappoint-
ed” on the question of “How would you feel if you could no longer
use ___"is a general rule of thumb for an indication of market fit.

Check out our favorite survey tools in our Startup Resources and
Tools Section.

3. Be honest with yourself

Would you use this product yourself? If the answer is no, what
would compel someone else to? Finding an advisor within the in-
dustry your business serves is invaluable.

4. Nothing beats pounding the pavement

Would you use this product yourself? If the answer is no, what
would compel someone else to? Finding an advisor within the in-
dustry your business serves is invaluable.

Talk to your potential customers — pitch your ideq, gain feedback,
and try to sell. Impersonal surveys are a great way to amass a
volume of data, but it will likely only scratch the surface. Have in-
depth conversations with your target customer, and try to secure
letters of intent if applicable.

(Market) Size Matters

At this point, you've determined that you have customers who
are willing to pay you for your product or service. Congratula-
tions, you have a business! Unfortunately, there may still be some
bad news in the form of your third hurdle: “How many people are
willing to pay?”



Market size is one of the most important aspects of vetting a
startup idea. In fact, it is one of the top criteria for investors, and
a massive market is an absolute necessity for an entrepreneur
searching venture capital.

“If you can't make the case that you're addressing a possible billion

dollar market, you'll have difficulty getting VCs to invest.
(Smaller, venture-style investors like angels and seed funds also
prioritize market size but are usually more flexible — they’ll often
invest when the market is “only” ~$100M)." [4]

Chris Dixon

The explanation is simply mathematics. For example, would you
rather have the #1 sporting goods store in a town of 100 people,
or the #3 sporting goods store in a city of 100,000? For a business
to be big and scalable, the market must be proportionately big.
Upfront Ventures Partner Mark Suster agrees with Dixon.

“Your goal here is just to stretch my imagination and get me excited by

the future potential. You need to get over that all important VC hurdle ...

this is a BIG market.” [5]]

Mark Suster

Market sizing is important, and must be calculated carefully. Start
with your Total Addressable Market (TAM) by defining the indus-
try you are operating in. Then you segment that industry num-
ber down to the segment within the industry you are working in,
keeping in mind competitors’ numbers for benchmarking com-
parisons.



Too often entrepreneurs simply get an industry number and say
the dreaded, “If we capture just 1% of this market..” This strategy
is lazy and makes an investor’s eyes glaze over. Do the due dili-

gence and avoid the blanket 1% top-down approach.

Some businesses are not huge opportunities. Some entrepre-
neurs are happy with starting lifestyle businesses that they can
own and operate, while providing a comfortable income. If that is
you, that is just fine! You can keep that in mind as you define your
own metric of success as mentioned earlier.

However, if the opportunity you are chasing is not a big one, you
will have a hard time attracting the attention of investors.

Now that you've determined that you have paying customers
and a market worth pursuing, unfortunately the road does not
get much easier. It's time to begin building your product and
Chapter 3 will detail how to gather social proof and traction — in-
strumental evidence and metrics to show investors and main-
tain momentum for your startup.
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In the world of business and startups, traction is king. In this
chapter, we'll offer tips on generating startup traction and social
proof. Traction is a startup’s claim to validity, or as Union Square
Ventures managing partner Fred Wilson puts it:

“Traction is certainly one of the most overused words in the venture
capital vernacular. But it is also the “shorthand” people use to talk
about how much uptake a given project has gotten in the market-

place... Many want to understand the business model. We don’t need

any of that to pull the trigger. But we want to see the most important

thing - uptake. We think that’s the hardest nut to crack.”
Fred Wilson

Principal / Union Square Ventures

Traction shows the world (and investors) that your startup is via-
ble. It's really common sense: if your startup provides value, then
people will use it. If it does not provide value, then people will not
use it.



However, traction is not simply constrained to user base or even
revenue — there are many different facets of a business, and
showing traction in any and all of these facets is beneficial.

Brendan Baker, a VC at Greylock uses this chart to demonstrate
what investors care about.

Launch a Fundraise for Your
Startup Online

Get Started
FUNDABLE




Types of Traction Chart

Example business type Type of traction to focus on

E-commerce [2] * Revenue growth
« Average sales or gross margins
+ Customers
- Average return visits/customer
« Units sold
Fashion Q&A Consumer » User numbers
Internet product (2] « Engaged users and type of engagement
« Virality
« Partnerships
Premium Saa$ product *+ Revenues
for small business (2] « Conversion to paid customers
« Registered users
« Customer acquisition costs
+ User numbers
. Lifetime value/customer
« Distribution partners
Enterprise [2] + Revenues
« Number of clients
« Average contract size

« Qualified sales pipeline

Retail * Revenue growth



+ Units sold

« Average sales or gross margins

« Customers

- Average return visits/customer
Consumer Products « Units sold

« Revenues

« Number of retail outlets product sold in

+ Distribution partners

[2] Source: Brendan Baker via Quora

Modes of Demonstrating Traction

Formation

Pitching a business that does not yet have a legal entity, a tax ID

number, business bank account, collateral, or team/employees is
not as impressive or exciting as a business that has been legally

formed and has a team working full time. This shows traction to-

ward legitimacy.

The basic steps of forming a legal entity, creating a basic web-
site, and beginning to create collateral legitimizes your business
past the point of ideation. And fortunately, they are fairly easily
done.

Without these initial steps, you won't be taken very seriously. Think
of it like the adage that appropriate dress in an interview won't
land you the job, but you won’t even be considered without it. It's
next to impossible to pitch potential customers or investors on a
business that only exists in your head.



Customers

While the above example won't be enough traction to garner
much attention from the investment community, it begins to give
your startup momentum.

Paying customers that equate to revenue and profitability are
the best possible form of traction to demonstrate. If you are able
to pull in paying customers without raising capital, your startup is
in a very good position. In fact, many startups find that focusing
on traction early and acquiring paying users will eliminate much
of the need to raise capital in the first place.

In an ideal situation, an entrepreneur can immediately begin de-
veloping or manufacturing their product offering for distribution.
Unfortunately, for many entrepreneurs, funding is a prerequisite
to building a product to sell to customers. In that case, it is not
possible to show traction in the form of revenue or profitability,
and that is OK.

Playing second fiddle to a paying customer is an interested cus-
tomer. An entrepreneur who is constrained by not being able to
develop the product should hustle potential, interested custom-
ers for his or her business. This can come in the form of testimo-
nials or letters of intent, but the key is to find genuinely interested
individuals who are hurting for your product and excited to use it.

Though testimonials can be a good tool for demonstrating a
need or telling a customer’s story, Brendan Baker of Greylock
Partners warns against leaning too heavily on them, as well as
labeling publicity as traction.



“Don't. Even shitty startups have glowing testimonials, so it doesn’t

differentiate.” (On using press as traction) “Even shitty startups can get

good press. Repeat after me:‘Getting on TechCrunch doesn’t mean that
people want our product.’Getting on TechC... OK, you get it [3]]
Brendan Baker

Investor / Greylock

The final types of customers used to demonstrate traction are
free customers, otherwise known as “users.” Not all customers
need to pay to demonstrate your product’s worth. The idea of
giving away a free sample in order to hook the user into wanting
more has been around forever (think mall food courts or even
drug trafficking).

Initial beta customers may be granted early access at a dis-
count in order to receive real feedback from customers and be-
gin building a user base. It is rumored that Google’s pitch deck
consisted of one slide: user growth.

A recent trend has been to adopt an acquire-users-now-and-
try-to-monetize-it-later revenue model. Few businesses have
had any measure of success with this model, and time will tell
how those few fare in the coming years. However, there is value
in demonstrating that you are amassing eyeballs on your prod-
uct.

Product and Team Development

Each build and iteration of your product shows traction. Making
note of the different stages of a product’s evolution (olpha, betq,
full launch) marks an important step in the development of your
business, and an opportunity to show what you've learned in the
process.



Baker recommends framing your traction in terms of different
stages of product in order to “shorten your x-axis” and paint a
better, more accurate picture of your progress.

In addition to building a product, showing growth in your team is
an important indication of traction. It's often said that investors
“bet on the jockey, not the horse,” and for many, that is their true
philosophy.

“I always look for the person first—before the idea. | need to know that

they are going to get the right information, and not go off and make
mistakes without at least trying to educate themselves. | value an
entrepreneur | can get behind and trust, because | know they are at-
tempting to move forward in life” [4]
Daymond John

Founder/Investor / Fubu

For an early-stage startup, the founding team and initial employ-
ees are crucial to success. It is important to hire slow, fire fast to
ensure an efficient use of your startup’s time and resources in its
critical growth phase.

Great talent is a reflection of you as an entrepreneur as a recruit-
er and salesman of your own vision, as well as a reflection of your
business’s potential. Attracting top talent to a startup company
over other opportunities shows that other intelligent individuals
see and value the market opportunity you are presenting.

In addition to drawing great talent for the team itself, an entre-
preneur should strive to achieve social proof and backing from
other high-powered or influential individuals (discussed after
Creating Traction).



Creating Traction

Ok, so now you know different ways to show traction. But how can
you build that traction, and specifically drive traffic and attract
users? DuckDuckGo founder Gabriel Weinberg explains that there
are several different strategies that have been used successfully,
including traditional and nontraditional PR, Search Engine Mark-
ing and Optimization (SEM/SEO), blogs, viral videos, and more.

“The second major thing I've learned from interviewing people on get-

ting traction is that initial traction can happen in a lot of different ways,

often unpredictably.”[5]

Gabriel Weinberg
Founder / DuckDuckGo

Social Proof

Social proof is the endorsement for your business by others. The
value and legitimacy of your social proof is proportionate to the
value and legitimacy of those endorsing you. Social proof typi-
cally comes from four different sources: advisors, customers, the
media, and investors.

Having credible advisors is a welcome sign to investors that your
idea has merit. Often, a company’s advisors have secured invest-
ment in the past and bring that positive influence to the business.
Their name is important to them, so their support really boosts
credibility.

Customers also boost a company’s legitimacy. Big hame cus-
tomers can be flaunted on website pages, within articles, and



in pitch books to other customers. The bigger the customer, the
easier it is to mobilize other customers in addition to demonstrat-
ing market demand.

Being covered in a reputable media outlet speaks to credibility as
well. It shows that at least somebody thinks you are newsworthy,
and the more reputable the better. Just like big name customers,
important media placements can be flaunted to demonstrate
the worth of your product.

Finally, investors provide a huge endorsement in the form of their
hard-earned cash. If someone entrusts your business with their
money with the expectation of a return, it is a very good sign for
other investors — regardless of amount.

In the next chapter, we will talk about nailing down paying and
interested customers — before you begin building your product.
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As we discussed in Chapter 2, one of the worst outcomes your

startup can realize is finding out people aren’t willing to buy your
product after you've spent significant time and money building
it. One very good way to avoid this outcome is to market and sell
your product before you even have anything built.

It may sound counterintuitive or even dishonest to try and sell
something that doesn’t exist, but it can be done without lying or
failing to provide value. Consider Eric Warnke and Mark Fossen;
the pair noticed from Dropbox user forums that people were
looking for a File Transfer Protocol (FTP) interface to work with the
service. Instead of building anything out, they created a website
for Backup Box that simply detailed several different plans and
price points. When a user clicked on a plan, they were told the
service was not ready yet and asked for an email address — all
the while they collected data on both customers and what ser-
vices they desired, at what price. [1]

Backup Box is a bit of an extreme example, but a good one. It's
also fairly simple to replicate this tactic using a simple landing
page and some targeted Google Ads.



(We discussed this strategy in Chapter 2 and list our favorite
landing page tools we will show you in Chapter 10: Startup Tools &
Resources.

Many other startups got their start by manually doing work that a
fully built product would automate. Y Combinator-backed start-
up ZeroCater operated from a spreadsheet completely main-
tained by founder Arram Sabeti until billing grew to over 20 hours
per week and tens of thousands of dollars in paying customers.

[2]

“I remember being deathly embarrassed that my “tech” startup con-

sisted of 0 lines of code, an inbox, and an enormous spreadsheet. Even-

tually, | got over my embarrassment and learned that the first rule of

being a salesman is being unashamed of selling.” [3]
Aaram Sabeti

Founder / Zero Cater

ZeroCater is a service to eliminate the headache companies
face in coordinating meals for their employees. Sabeti pitched
ZeroCater to everyone he spoke with, gathering names and con-
tact information on the spot to follow up with later. Eventually,
Sabeti’'s spreadsheet grew to over 500 columns and he began
looking for a technical co-founder to help build an automated
solution.

Sabeti’'s story is a great example for entrepreneurs. The thought
of being a solo, non-technical founder of a technology startup
sounds impossible or, at the least, foolish. However, Sabeti be-
lieved in his idea and vetted it through selling it to customers be-
fore a line of code was written. In turn, this made it much easier
to convince a technical co-founder to come on board.



Selling Your Vision

For a startup founder, there are generally few hard assets to
show off or pitch besides your vision for the future. If you want to
sell someone on your vision, it has to be a grand vision of future
potential and possibilities — something employees and inves-
tors can get behind. Working for or investing in someone who
has poured his life savings into an idea simply in the hopes of it
someday paying off is not compelling — your vision of what the
company could be is.

The only way you can convince someone to leave a paying job
to work for a startup that may not even be able to provide a pay-
check is a vision that inspires him or her. Something he or she
can get behind. Investors and first employees alike get excited at
the prospect of being on the ground floor of “the next big thing”
and making a giant return on their investment — whether it be in
terms of dollars or hours.

To convince these people that your company is that next big
thing, you need to focus on what your company could be — not
necessarily what it is today. Startups move and evolve so quickly
that there is no time or reason to dwell on what your company is
today — focus on your vision for the future.

It is important to frame your sales pitch as focusing on the per-
son you are speaking to. You won't excite an investor talking
about how lucrative the company can be for you — talk about
how lucrative it can be for them! Tell your employees the benefits
to their well-being and happiness in working for you.



Consider a few of Dale Carnegie’s techniques for handling peo-
ple and winning them to your way of thinking in his bestseller,
How to Win Friends and Influence People:

« Arouse in the other person an eager want

« Remember that a person’s name is, to that person, the sweet-
est and most important sound in any language.

« Talk in terms of the other person’s interest.

« Make the other person feel important — and do it sincerely.

« Appeal to the nobler motives.

- Dramatize your ideas. [4]

These principles have remained relevant and effective since the
book’s printing in 1936. It is not by accident!

The Art of Selling

It is important to remember at all times that no one is as familiar
with your product as you are. Often, entrepreneurs fail to remem-
ber this because they spend all day every day thinking about
their product, and to them, it is easy to grasp.

In reality, showing your product to someone else for the first time
is like selling fire to a caveman. Though they can see that it is new
and impressive, they have no idea what it is they are looking at.

It is up to you to break it down into a way that is both a.) easy to
understand and b.) exciting.

The first step in pitching your idea is painting a backdrop for your
solution. Outline the problem your client or customer is probably
facing to bring that pain to the foreground and ready for relief.
Telling a story is an effective way of keeping the audience’s at-
tention, and much easier to relate to than a list of facts and fig-
ures.




Once the table is set, begin explaining your solution. Regardless of
how intricate and complicated your solution is, explain it in sim-
ple terms to help the user understand. The more colorful, mean-
ingful, and simple you make the explanation, the easier time your
audience will have in understanding. Keep it brief and relevant

— outlining every distinct feature of your product will start to burn
through the user’s attention span and excitement.

“Most people who pitch me use jargon. | have a simple philosophy. If you

can't explain to me what you do in simple terms | assume that you don't
know what you're talking about and you're hiding behind terminology
to sound more intelligent. The most difficult of topics can be explained
in human terms. | like people to use real world examples.” [5]
Mark Suster

Investor / Upfront Ventures

Suster also says the idea of pitching someone is to gain interest
and leave a positive impression to follow up on later. Keep your
pitch short, relevant, and exciting. Once your subject is excited,
you'd won. Give him or her a chance to ruminate on it and follow
up with more information later. Sometimes this means you don't
get past the first slide in your pitch deck — and that’s not a bad
thing!

At the end of the day, remember you are pushing for a sale or
commitment. A bunch of people who are interested in your prod-
uct but have no interest or intent to buy are not of much interest
to you.



In the next chapter, we talk about your startup business plan -
the important assets you should have ready and available when
you are pitching your business.

References

[1] http://www.inc.com/minda-zetlin/how-to-build-product-cus-
tomers-will-buy.html

[2] http://www.entrepreneur.com/article/229084

[3] http://techcrunch.com/2013/04/06/how-i-started-zerocater/

[4] http://www.amazon.com/How-Win-Friends-Influence-People/
dp/0671027034

[5] http://www.bothsidesofthetable.com/2009/06/05/the-dread-
ed-elevator-cocktail-party-pitch/

Source Twitter Handles
Arram Sabeti - (@arrem)

Mark Suster — (@msuster)



!

Sparkline Charts

Easy Pie Charts

CHAPTER 5

Startup Business Plan
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For the most part, gone are the days of a 60-page document
outlining a business plan. However, startups are generally ex-
pected to have a handful key pitch assets. A lot of them are built
around the same basic content, but presented differently for dif-
ferent situations.

These assets seek to answer key questions about your business.
Even if you were to write a full-length business plan, it is likely an
investor will only care for the fact that it demonstrates you have
done your homework and really covered your bases. The same is
true with all of these pitch assets — they serve to show you have
done the due diligence to know your business and market from
top to bottom. If you cannot demonstrate this, you are in trouble.

Make no mistake, having a business plan is a great asset, and

if you have it, be sure to keep it handy for investors should they
ask. However, it is incredibly time-consuming to create and not
necessarily expected. If you have it available, it is recommend-
ed to still lead off with your elevator pitch, executive summary,
and pitch deck to pigue someone’s interest before handing them
your full manifesto.



For the rest of the chapter, we will discuss your key pitch assets to
be used for your startup business plan.

Elevator Pitch

Your elevator pitch is a short, consistent summary of your busi-
ness. It can be hard to boil your business down into just a few
sentences, but often that is all the time you have. The term “el-
evator pitch” comes from the idea of a chance meeting with
someone in an elevator — can you pitch your business to that
person in that short amount of time?

It may surprise you the amount of work and thought required to
put together just a few sentences. But remember, it may be the
most important couple of sentences you speak for the next sev-
eral days, months, and years.

A good elevator pitch answers a few simple elements: the prob-
lem you solve, the solution you provide, and the people you do it
for. For Under Armour, it may be something like “We provide ap-
parel to keep athletes cool, dry, and light when they need it most.”

Investor Dave McClure of 500 Startups also says the “X for Y” ap-
proach can be used effectively.

“So for Slideshare, it might be ‘we’re the YouTube for PowerPoint pre-

sentations! Both of these are well known, so that’s a reasonable claim.

But if the points of reference are too obscure, they might not get it [1]

Dave McClure

Founder / 500 Startups




Take great care in crafting your perfect elevator pitch — you will
use it often in emails, presentations, and even on the fly. Keep re-
hearsing it so you can deliver it effectively and quickly.

Executive Summary

Sitting between your elevator pitch and a full-blown business
plan is the executive summary. An executive summary is a more
robust sales pitch for your business, distilling each key area of
your business down into a paragraph or two to convey your busi-
ness quickly.

There are two general ways of thinking about writing an execu-
tive summary. The first is to take your full business plan and distill
it down into a few paragraphs about each key point. This makes
sense and is easily done — assuming you have a full business
plan written. The problem is, many startup founders do not have
a full business plan nor do they intend to write one.

The second way to approach writing an executive summary is to
look at the key sections of what would be in a business plan, and
write the key points for each one of those (Management Team,
Marketing Guide, Financials, etc.).

However you choose to write your executive summary, it is a key
asset to have on hand for investors to get a more detailed idea
on your business.

Pitch Deck

The pitch deck is the modern version of a business plan. Typically
PowerPoint, Keynote, Prezi, or some other presentation software is
used to prepare a group of slides that tell the story of your busi-
ness.



Unlike the executive summary, a pitch deck is a much more vi-
sual explanation of your business, often taking advantage of
graphs and other visual collateral to tell your story and show
how your business provides value.

Fred Wilson advises making an effort to condense your pitch
deck into just six killer slides.

“Killer slides are not slides with a dozen bullets each. They are six pow-

erful points that combine to tell the meat of the story. So when you sit

down and build your pitch deck, think of six slides that will inspire and

leave something for the imagination. The best part of six slides is that
you will get through them in time to have a real substantive conversa-
tion face to face about your business. Imagine that." [2]
Fred Wilson

Principal / Union Square Ventures

Pitch decks are frequently presented to investors, and may even
be requested ahead of time by the investor in order to get an
idea of your business before they listen to you speak. Because
of this, it would be wise to have your pitch deck prepared before
even contacting potential investors.

Financial Documents

There are a couple of essential financial documents you will be

asked to produce, provided your pitch is going well so far. After

all, the point of investing in your company is to gain a return. In-
vestors want to have an idea of what this return can be, and at

what time.

The complexity of these documents varies. It is becoming harder



and harder to project financials as things move more quickly -
especially for scalable tech companies. They can vary from a
one-page spreadsheet to a complex document of macros and
changing outcomes.

“When | talk about a business plan I'm not talking about a 40-page
Word document outlining your market approach. That died with wa-
terfall software development. I'm not even talking about your 12-page

Powerpoint presentation that you need to raise venture capital or to

talk with potential biz dev partners. I'm talking about your financial

spreadsheet.”
Mark Suster

Investor / Upfront Ventures

There are three basic financial documents you will be expected
to prepare:

1. Revenue Projections: Where your revenue will come from and
at what time periods.

2. Operational Expenses: Where will your expenses come from,
and how will that correspond with expected growth? Look into
staffing, product cost, marketing and overhead.

3. Cash Flow: This information will vary depending on the nature
of the business. Seasonal businesses, for example, will have par-
ticular cash flow concerns based on time period. Your Cash Flow
should detail exactly when you expect cash to come in and out
of the business.

It is incredibly difficult to project these numbers, especially just



starting out. The key is your assumptions going into the projec-
tions, and why you made them.

Website

A website is not critical for all businesses, and therefore may not
lbe one of your key pitch assets. However, it is highly recommend-
ed to at least create a sort of landing page for your business
telling people how they can instead reach you or find out more.
Think of your website as sort of an e-brochure for your business,
giving some visuals or just outlining your idea. As we discussed
in Chapter 2, it's a great way to provide validation, gain traction,
and even gather contact information for potential customers.

You can even go so far as to host some of your key pitch assets
online for download, such as elevator pitch or visuals from your
pitch deck. We don’t recommend including the financial informa-
tion publicly, however, but saving those for private conversations.

The important mission for your website is to provide a profes-
sional-looking brand for your business for legitimacy, giving
someone a view of who you are and what you do.

Get a professional website for your
Startup!

Get Started




Ssummary

It is entirely possible to raise capital without a startup business
plan. However, your chances are significantly slimmer, and often
you only get one shot at a deal. Being prepared in showing that
you have done your homework and really analyzed the business
opportunity will serve you well in a pitch meeting with investors.
You can find resources for creating these key pitch assets in our
Startup Tools and Resources section.

In the next chapter, we will discuss marketing your startup.
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Double Down on Startup Marketing
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Introduction

Marketing for startup companies can often be make or break.
With the advent of the Internet, long gone are the days of “if you
build it, they will come.” So how can you market your startup suc-
cessfully, without the giant marketing budget of larger compa-
nies?

It's important to remember the biggest prerequisite to successful
marketing — having a great product. A great salesman can sell
ice to an Eskimo, but without a solid product that solves an im-
portant problem, that Eskimo will not be a repeat customer.

“The aim of marketing is to make selling unnecessary.” [1]

Peter Drucker

Author




Define Your Customer and Market

We covered these very important steps in Chapters One, Two
and Three, but it cannot be understated.

Once you have identified the problem you dre solving and have
determined that you have paying customers, it is time to start
gathering as much data about your customers as possible.

It is common for entrepreneurs to believe their product is of per-
fect use for everyone and their mother, but in reality, almost all
ideas have certain customer demographics that really drive
sales. It is important to find out what those demographics are
and who those customers are so you can market your product or
service effectively.

“If you try to market your startup to everyone, you waste both
time and money. The key is to identify a niche target market and
go after market share aggressively.” [2]]

Your customers will give you a great starting place for determin-
ing the proper market for your startup, but there are a few other
key aspects to consider as well.

Market Size and Wealth

A startup’s Total Addressable Market, or Market Size, is incredibly
important not only in determining whether or not this opportu-
nity is worth pursuing, but also if the company wants to try and
court investors down the road. It is of utmost importance that the
founders understand their customer demographic completely
and understand how many potential customers fit that demo-
graphic or market.



Investors look at market size when comparing deals, and it often
plays a crucial part in whether or not they invest. It doesn’t take
a mathematician to figure out that the greater the number of
potential customers, the greater the chance for making a large
profit. Startups attacking a small market will have a very difficult
time convincing investors that they will see a worthwhile return
on investment.

In addition to the size of the market, it's important to understand
what type of money flows through that market. Are these cus-
tomers willing to spend money? How much? Is that enough to
justify pursuing the opportunity or investment?

Market Competition and Value Proposition

In some markets, the opportunity and market size are so attrac-
tive that there are already a bevvy of competitors in the space.
What type of market share is left for your startup? Does your
startup cut through the clutter and emerge as a dominant player
in the space?

The key aspect in entering a crowded market is value propo-
sition. Does your product provide a large enough benefit, while
also being unique enough to stand out in a crowded market?

Repeatable, Trackable, and Scalable

Recently, the concept of “Growth Hacking” has been getting a lot
of attention as the future of marketing following the growth tac-
tics of Sean Ellis (in fact, Ellis coined the term). The term has taken
on a meaning to mean a certain hybrid between marketer and
developer (thus the term “hacker”) and originated within tech-
nology startups. However, a growth hacker does not need to be a
developer, as Ellis explains.



“A growth hacker is a person whose true north is growth.”[3]

Sean Ellis

Growth Hacker

Growth hackers in startup companies find ways to use incoming
data on their customers or users to determine their best practic-
es for acquiring new customers. This is possible due to the new
nature of what a product can be. For a long time, products were
physical goods — such as a book, hammer, or deck of cards. Now,
products are often lines and lines of code that lead to a function-
ing online platform.

Because of this shift, products can now play a role in their own
adoption. Take for example the plethora of APIs (Application Pro-
gramming Interfaces) available to developers. Many sites now
incorporate a “sign up with Facebook” or “click here to Tweet this
article” buttons. These functionalities are ways for those products
(Facebook and Twitter) to aid in their own adoption. They market
themselves, and these channels can be automated.

Trackable

Through APIs and other analytics tools such as Hootsuite,
MailChimp, Google Analytics or KISSmetrics [link to Supporting
Content], founders can track their best sales channels and cam-
paigns. A campaign is any update or Call To Action through any
channel - for example email, Facebook update, Twitter update,
blog post, or video. By installing analytics into your social media
or outreach tools, you can understand where your traffic is being
referred from and focus on the most effective campaigns.



Almost all analytical tools such as Google Analytics or KISSmet-
rics will require adding a few lines of code from their platform
into your own product. It is extremely important to be sure these
analytical tools are dedicated to maintaining fast load times as
to not slow down your product and diminish its value.

To successfully track your startup’s success, you need to deter-
mine your Key Performance Indicators, or KPIs. There are tons of
vanity metrics out there, such as likes, shares, followers, etc. How-
ever, these in most cases do not give a true measure of anything;
you must define what success is for your startups.

Let’'s take for example a startup that wants to acquire 50 users
this month. This may seem like a daunting task, but tying it back
to other, more palatable metrics can help. If you estimate a 5%
conversion rate, you know that to get 50 users you will need to
get your product in front of 1,000 people. Choosing relevant and
measurable KPIs to work towards is crucial to early startup suc-
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Repeatable

« If your process involves salespeople, you can add new hires
and they can achieve the same productivity level as the origi-
nal sales team.

« If it's a touchless web sales model, your web traffic converts in
a predictable way through your web site.

Scalable

« You can increase the sources of your leads and/or web traffic
without reaching a near-term limit.

- The resources (e.g. salespeople) in your conversion funnel can
easily be scaled without reaching a near-term limit.

« Your cost to acquire a customer (CAC) is significantly less than
the amount you can monetize them over the customer’s life-
time.

- In a Saas business, | recommend that lifetime value (LTV)
should be more than three times higher than CAC.

« It should also be possible to recover CAC in less than 12
months for a capital-efficient startup.

. LTV should be calculated using gross profit (not revenue)
after cost of goods, cost to serve and cost of on-boarding.



Leveraging Social Media

Social media has begun to emerge as a preeminent medium
for marketing businesses. With so many startups and estab-
lished businesses trying to reach users through social medigq, it
can be hard to be heard over the noise. However, creativity and
best practices can give your startup an edge in the social media
landscape — and it can be done for free!

One common pitfall of startups trying to leverage social media is
the idea that they have to master all social media channels. Dif-
ferent social media platforms appeal to different demographics
and characteristics — choose the platform that is right for you!

Social media is best utilized as a tool to engage your audience.
Don't try and talk at them — talk to them. Tell your brand’s story. If
you can get your audience and users engaged, they will have a
more positive affinity for your brand, and by extension, your busi-
ness. According to KISSmetrics, 78% of social media users said
posts by brands influenced their purchase behavior moderately
or highly.

“A great story is true. Not necessarily because it’s factual, but
because it’s consistent and authentic. Consumers are too good

at sniffing out inconsistencies for a marketer to get away with a

story that’s just slapped on... As a result, no marketer succeeds

in telling a story unless he has earned the credibility to tell that
story." [6]
Seth Godin
Author




Another important aspect for social media activity is timing. More
studies are being done on the effect of timing and best times to

post to different platforms, with some of those findings published
in the infographic below.
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Highlights

Facebook:

« Saturdays are best.
« 12 p.m. EST is the best time to share.
« 0.5 posts per day is the best frequency.

Twitter:

5 p.m. EST is the best time to get a retweet.

1 to 4 link tweets per hour is the best frequency.

Tuesdays, Wednesdays, Thursdays, Saturdays and Sundays
are best.

6 a.m. EST, 12 p.m. EST and 6 p.m. EST are the best times to
tweet in terms of clicks.

Crafting Effective Calls To Action

At the end of the day, you need to make sales. While you may
get your product in front of thousands of people and generate
hundreds of leads, how do you turn those leads into sales? Your
startup marketing needs effective Calls To Action (CTAs).

A call to action should be one of the most apparent and
eye-grabbing parts of a website, packaging, or mailer. In other
words, if you stand six feet away from your product or campaign
and squint your eyes — your call to action should be what sticks
out. HubSpot offers several suggestions for crafting a successful
CTA for your: [8]

1. Use actionable language. You want the reader of your copy
and call to action to feel as if you are talking to them. like “Click



Say things like “Click here to...”, “Download the..” or “Learn how to...".

2. Align your copy. If your landing page offers a free eBook, your
call to action should be to “Download the eBook here” and not
“Download our guide to [..] here.”

3. Outline your value proposition. Make your value clear to the
customer. Why should they engage in your CTA?

4. Make it time-sensitive. Create a sense of urgency in your CTA to
capture the readers’ attention and drive a response.

5. Design smart. Literally, make your CTA larger than other as-
pects of the screen or campaign it is involved in and in a promi-
nent location. This plays into the squint test. In addition, your CTA
could contrast from the rest of the page and should look like
something that can be clicked.

6. A/B Testing. Create multiple versions of your CTA and test it out
among a test group. Which one is more compelling?

Conclusion

Marketing can make or break a startup — which is a tough pill to
swallow with typically a small budget to dedicate towards mar-
keting efforts. However, due to the new nature of product, the
advent of technology, the development of growth hacking, and
social mediq, it can be done more easily now than ever before.

With so many tools at an entrepreneur’s disposal, it is important
to focus on what can be used most effectively and not try to be
master of all trades. Determine Key Performance Indicators and
track them. By focusing on Repeatable, Trackable, Scalable, your



startup should be able to acquire users at an exponential rate.
However, it is crucial to understand who your customer is and
what market you are serving.

In the end, winners are often creative. What can you do in terms
of marketing or growth hacking that others aren't? How can you
use technology to your advantage? In thinking back to our earli-
er Airbnb example in Chapter 1 [link to Chapter 1] and their use of
Craigslist, you can see how creativity plays a huge role.

The most successful startups turn all of their employees, as well
as their product and users into an army of marketers. Make your
product sell itself, and the positive word of mouth will do more
work than any marketing budget.

In the next chapter, we will discuss the current funding land-
scape.
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CHAPTER 7

Funding Your Startup
|,

The unfortunate reality for most entrepreneurs with an idea is
that money is often a prerequisite. And, often, this need neces-
sitates outside sources. However, for the lucky minority, outside
funding may not be necessary — either because the idea is not
capital intensive or because of the ability to self-start.

Despite the wide array of funding sources, there are three gen-
eral categories: Bootstrapping, Debt, and Equity. In recent years,
crowdfunding on platforms such as Fundable have become a
powerful source of funding for both bootstrapping and equity
techniques.

Big checks from investors may grab headlines and be an ideal
solution for your funding needs, but they make up an extremely
small portion of annual funding: less than 14% in 2012. So how do
most businesses find startup funding?

Check out our infographic on where startup funding really comes
from by clicking below.



Top Funding Sources

View Full Funding Infographics

Bootstrapping

It would be ideal for startup founders to be able to begin their
venture with a lump of investor capital. Unfortunately for most
startup founders, that isn’t realistic. For centuries, the majority of
entrepreneurs have funded their businesses with their own capi-
tal through bootstrapping.

Bootstrapping often entails using personal savings, credit cards,
promising stock for sweat equity, or borrowing from friends and
family. Borrowing from friends and family can be difficult to ask
for, and even more difficult to orchestrate. However, many entre-
preneurs have turned to crowdfunding on sites like Fundable to
streamline the friends and family round.

Startup funding generated from bootstrapping will often cover
the essentials of a business, such as incorporating, basic office
supplies, or maybe a website domain. Several would-be costs,



such as marketing and promotional dollars, can be alleviated by
the founders’ sweat equity and hard work. The longer the busi-
ness can sustain itself and grow via bootstrapping, the better:
GoPro is a good example.

“The slow bootstrap worked really well [for GoPro]... As long
as you can bootstrap not at the sacrifice of competitive ad-

vantage, bootstrapping is a really powerful thing because it

allows you to be totally devoted to your vision." [2]

Nick Woodman
Founder / GoPRO

If the entrepreneur doesn’t have much capital to put in, the next
best thing is a mountain of market research, data compiled from
talking to potential customers, and getting everything in place
to be successful once capital is available. The less work that has
been done to move the business forward, the harder it will be to
find interested outside capital. Having a good idea is not enough
— in almost all cases, an entrepreneur should expect to invest
their own time and money before they can get anyone else to
put theirs in as well. Investors will want to see that the founder
has skin in the game, and therefore a vested interest to motivate
progress.

Due to the relative rarity of receiving a chunk of capital from an
investor (less than 1% of startups in 2012 were written a check by
a venture capitalist) bootstrapping is nearly a given for most
startups — simply due to the speed of access. Bootstrapping also



There are certainly examples of companies receiving funding
simply from an idea with little or no validation or traction. These
examples are the exception and not the rule — and are often the
result of being led by individuals with a track record of success.

Debt

Simply put, debt is capital you have to pay back. Generally, debt
is easier to come by in terms of funding your startup, as there are
far more lenders in the world than equity investors. Lenders are
also more open to funding smaller cap lifestyle businesses (think
restaurants and other family businesses). Because lenders are
more indiscriminate in the industries they lend in (investors often
favor industries such as technology or healthcare), a traditional
loan is one of the most frequent and viable roads to funding.

Loans are often useful and accessible when there is a clear
means to service the debt put into place. Take a restaurant for
example. Some essential materials, including stoves and grills,
can cost thousands of dollars to purchase and install. If a loan
were taken out to fund these costs, and the grills purchased al-
lowed for the restaurant to begin cooking and selling product,
debt makes sense.

On the flipside, borrowing for non-recoverable expenses such as
salaries or rent does not make sense. Unless there is a clear path
for the borrowed money to be converted into revenue with which
to repay the loan, debt should not be incurred, or some serious
problems will likely follow.

Savvy entrepreneurs can take advantage of programs such as
the U.S. Government-backed Small Business Association (SBA)
loan program. Though these are government supported,



the financial institution may still require substantial planning and
resources to support writing the loan.

Due to the unappealing sound of “going into debt” and being
tied to a loan, entrepreneurs often try and avoid looking at debt
options. These options are not as scary and complicated as they
sound, and are often a very good route for startup funding.

Equity

Equity refers to capital a startup founder receives in exchange
for stock in his or her company. As we previously discussed, equi-
ty options are far more rare than bootstrapping or debt options.
However, entrepreneurs are often attracted to equity deals be-
cause they are not based on his or her personal credit or collat-
eral, nor do they have to be immediately paid back in the form of
installments.

Equity investments are most valuable in businesses that involve
high risk and normally a longer period for return on investment.
Companies that require quite a bit of runway (the amount of
time before they begin generating significant income) look to
equity, as they cannot afford making regular debt payments be-
fore generating revenue. In addition, having the ability to lever-
age an investor’s network and experience can be extremely ben-
eficial to the startup.

The downside to equity is a big one: giving up ownership (and
sometimes control) in your company. Giving another individu-
al stake in your company ties you to that investor for the life of
the company. It is very unlikely to recover equity in your compa-
ny once you part with it, and this can create challenges for the
founder(s).



Despite the potential challenges for the founders, entrepreneurs
still beat down the doors of equity investors. The sheer volume of
new startups — around 6 million new businesses are incorporated
each year — drives the low percentage of founders who receive
venture capital each year. With only around 3-4,000 deals done
annually, it is simple supply and demand.

Very recently following the passage of the JOBS Act, the SEC lifted
the ban on general solicitation for equity investment via crowd-
funding platforms such as Fundable. This increases the oppor-
tunities for entrepreneurs to reach investors and improve their
chance at funding through equity crowdfunds, and paved the
way for an estimated $5 billion of investment in 2013.

Below is an infographic of the SEC General Solicitation Rules:

SEC

LIFTS THE BAN ON

On July 10th, 2013 the SEC announced the removal of the ban
on General Solicitation. This is one of the mest significant
changes to the startup ecosystem in 80 years:

view full SEC General Solicitation Infographic




Conclusion

Funding for startups is available in all sorts of forms, and an en-
trepreneur would be wise to consider and evaluate all forms of
capital available for each stage of the business. As the compa-
ny grows and evolves, different forms of capital will make more
sense and be available for that stage — moving from simple
credit card debt and personal savings to more complicated
sources like angel investors and commercial loans.

In general, if equity is available, most entrepreneurs jump at the
opportunity. However, it isn't available to most entrepreneurs,
and wasting a lot of time trying to attract investment at the
wrong stage of your business will hurt in the long run. Bootstrap-
ping and investigating debt options are often a founder’s best
bet initially — even if the thought of going into debt sounds scary
and complicated.

When entering the funding landscape and trying to wrap your
head around everything, be patient. Startup funding is a critical
component to your business venture and is a big issue to tackle.
Even experienced entrepreneurs haven’t dealt with all the differ-
ent types of capital in their careers. The key is understanding the
different options available, and then very deliberately evaluating
your options.

In the next chapter, we provide startup advice from successful
and noteworthy entrepreneurs.
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| CHAPTER 8
Startup Advice from Successful Entrepreneurs

A

The best advice often comes straight from the horse’s mouth -
from those who have been there and done that. Below we have
compiled some of our favorite and most relevant startup advice
and quotes from a bevy of successful entrepreneurs across sev-
eral different industries.

On Getting Started

“Learn as much as you can about your industry immediately.
Become an expert in that industry. Obviously, there are plenty of
resources out there between your library and the Internet, but
also try to find a mentor who directly answers your questions. Any
information is always good information.”[15]

-Daymond John

Founder [ Fubu

“A common mistake | see many startup founders making is they
aren’t solving a real problem. You should try to solve a real prob-
lem that people have or identify a much better way for people
to do things than they’ve historically done before. That is often a
good place to start...That’s why the motto of Y Combinator is:



‘Make something people want! If you can do that, you're probably
onto something.” [8]

-Alexis Ohanian

Founder [ Reddit, Hipmunk, and Breadpig

“Having first mover advantage is over-rated. MySpace was a

first mover. It's more important to have an idea BEST than have it
FIRST. There is always room for disruption. Constantly better your-
self to stay ahead of the game.”[7]

-Jack Dorsey

Founder of Twitter and Square / Twitter

“If you really want to earn you need to be in the top 3-4 in the
company. Best to be a founder. Very few people can do this. It’s a
rare skill. Be realistic about your skills, background and ideas."[5]
-Mark Suster

Partner / Upfront Ventures

“Pick a good market. The idea for approaching that market may
change, but find a meaty problem to solve. You can try to attack
it a bunch of different ways. Don’t be too narrow.’[3]
-Caterina Fake

Founder / Flickr

"You have a viable business only if your product is either better
or cheaper than the alternatives. If it's not one or the other, you
might make some money at first, but it's not a sustainable busi-
ness.” [3]

-Jim Koch

Founder / Samuel Adams




“Solve a real problem that creates real value in the world. Fo-

cus on the problem => solution => value => profit chain of events,
and try to make a pass through this sequence sooner than lat-

er. Also, be strategic. Find a competitive advantage. At Dribbble,
we stumbled into ours — we were just building a side project, but
it was a site for designers, and Dan is a designer with lots of rec-
ognition and credibility. As a result, we attracted a great set of
initial users who posted incredible work. Things snowballed from
there![2]

-Rich Thornett

Co-Founder / Dribble

On Building

“The joy is in the getting there. The beginning years of starting
your business, the camaraderie when you're in the pit together,
are the best years of your life. So rather than being so focused on
when you get big and powerful, if you can just get the juice out of
that... don’t miss it

-Barbara Corcoran

Investor / Corcoran Group

“Don’t Drink Your Own Kool Aid — There is a hype curve in any
company. Press, journalists, analysts, friends and family can rein-
force the sense that you're “killing it”” As Public Enemy says...Don’t
Believe the Hype. The only way to build a sustainable customer is
to listen to customers, partners, suppliers and employees.” [4]
Mark Suster

Founder/Investor / Upfront Ventures




“What is the simplest version of this app that can solve your prob-
lem? When you have the simplest version in mind, you build it,
and put it out in the world and see what the response is. See what
people are using it for, see what they're not, and start iterating. It’s
not easy, but it’s doable and that’s the really exciting thing.” [8]
-Alexis Ohanian

Founder / Reddit, Hipmunk, and Breadpig

“The key aspect for entrepreneurs today is either to identify ex-
traordinary opportunities or go very fast and build as many pos-
sible barriers of entry as they can imagine.’[13]

-Ben Silbermann

Founder / Pinterest

“Never buy swag. A sure sign of failure for a startup is when
someone sends me logo-embroidered polo shirts. If your people
are at shows and in public, it's okay to buy for your own employ-
ees, but if you really think people are going to wear your branded
polo when they’re out and about, you are mistaken and have no
idea how to spend your money." [14]

-Mark Cuban

Investor / Dallas Mavericks

On Growth

“Dribbble is what | like to call a“boot up,” or “organic startup” - a
company that lives and breathes on revenue. [...] For us, getting
cash flowing in sooner than later was critical to give us resourc-
es to respond to the site’s rapid growth. | think we erred in letting
our traffic and operational concerns outstrip our business model,
where simply maintaining what we had was preventing us from
advancing our product.’[2]

-Rich Thornett

Co-Founder / Dribble



“What | learned from Rockefeller that'’s off-the-hook important
is: You need to know exactly where you stand in a business at all
times. Measure everything, because everything that is measured
and watched improves.”[3]

-Bob Parsons

Founder / Go Daddy

“Don’t measure too many things. People often become over-
whelmed with a deluge of data because they’re looking at 1,500
variables. And that can be paralyzing because you end up sitting
there looking at your analytics program all day long as opposed
to doing the more uncomfortable thing that you should be doing,
like calling that big customer. And usually, the most uncomfort-
able thing to do is the one that people need to act on soonest."[9]
-Tim Ferris

Author/Entrepreneur / 4-Hour Workweek

On Hiring

“As tempting as it may be to staff your new business with friends
and relatives, this is likely to be a serious mistake. If they don't
work out, asking them to leave will be very tough...One of your
goals should be to find a manager who truly shares your vision,
and to whom you can someday confidently hand the reins so
that you can carry out the next step.’[12]

-Richard Branson

Founder /Virgin



“Over time | took to telling people the following, “Join BuildOn-
line because you think you’'ll get great experience. Join because
you like the mission of what we're doing. Join because if you do a
good job we'll help you punch above your weighclass and work in
a more senior role. And if you ever feel that in the year ahead of
you you don't think that you'll increase the value of your resume
and you're not having fun then go. Join because we pay well but
not amazing. Stock options are the icing on the cake. They’ll never
make you rich. Don't join for the options.” [5]

-Mark Suster

Founder/Investor / Upfront Ventures

On the Entrepreneurial Grind

“Something worth doing might take a while, so really flesh out the
potential of the business and be honest about whether it's worth
doing. If it's not a $100 million company in five years, maybe it'll
take 10 or 15 years. If you're doing something that has a universal,
timeless need, then you need to think of the company in a time-
less way.” [3]

-Scott Heiferman

Founder / Meetup

“It's hard. And just when you think it can’t get any worse, it does.
There’'ll be times when it just keeps getting worse and worse and
worse. Meanwhile, everyone else around you is getting better and
happier and richer. You'll feel like the only one who hasn’t figured

it out yet. You're sinking, your life sucks, and your business isn't
going anywhere. Oh yeah, and you're not getting any younger,
either. And just when you think about finally throwing in the towel,
and saying “f* all this!” that right there is the test that all founders
are eventually faced with: when things get too hard, you decide



to stay, or you decide to quit. My advice is this: Before you decide,
look at all those great, successful businesses that inspired you to
start your own. They stayed.”

-Ben Chestnut

Founder / Mail Chimp

“I think a simple rule of business is, if you do the things that are
easier first, then you can actually make a lot of progress.’[10]
-Mark Zuckerberg

Founder / Facebook

On the Entrepreneurial Grind

“The desire to get press when a site/product goes live is flawed.
‘News'is relative to when it is announced, not when it happened.
Wait for it...”“To focus more on something you must focus less on
something.”“Time sorts most things out.”[1]

-Scott Belsky

Co-Founder / Behance

“Don't be afraid to fail. My dad encouraged us to fail. Growing up,
he would ask us what we failed at that week. If we didn't have
something, he would be disappointed. It changed my mindset

at an early age that failure is not the outcome, failure is not try-
ing."[3]

-Sara Blakely

Founder / Spanx

“You need space to try things and create. It takes a long time to
recalibrate if you let people pull at you all the time. A lot of stress
comes from reacting to stuff. You have to keep a certain guard
[up], if you're a creative person.’[3]

-Pete Cashmore

Founder / Mashable



“Be true to yourself. If you follow that principle, a lot of decisions
are actually pretty easy.”[3]

-Tony Hsieh

Founder / Zappos

“Learn public speaking. Of all the skills that an entrepreneur can
have, | think the ability to convey an idea or opportunity, with
confidence, eloquence and passion is the most universally use-
ful skill. Whether you're pitching a group of investors, rallying your
employees, selling a customer, recruiting talent, addressing cus-
tomers, or doing a press tour, the ability to deliver a great talk is
absolutely invaluable. And it is perhaps THE most under-recog-
nized and under-nurtured skill."[6]

-Tim Westergren

Founder / Pandora
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CHAPTER 9

Think you are ready to dive in and get started? Below we have
prepared a basic startup checklist for the would-be entrepre-
neur. If you have all of the following steps in order, you are well on
your way. If not, start by working through these steps and you'll
be in a good position to start your venture.

 Incorporation. File your business with the state, either as a Sole
Proprietorship, Partnership, LLC, C-Corp, or S-Corp. This pro-
vides you legal protection for your personal assets, as well as
legitimacy as a legal business entity. Check out our [Startup
Tools & Resources] for information and resources for the dif-
ferent types of incorporation. At this stage, outlining ownership
stakes and pulling together a founding team is critical.

« Prepare your Elevator Pitch. Your short, 2-3 sentence descrip-
tion of your idea. You want a rehearsed synopsis of your start-
up to pitch whenever the opportunity arises.

« Executive Summary. Your abbreviated business plan. An exec-
utive summary is a more robust sales pitch for your business,
distilling each key area of your business down into a para-
graph or two to convey your business quickly.



Executive Summary. Your abbreviated business plan. An exec-
utive summary is a more robust sales pitch for your business,
distilling each key area of your business down into a para-
graph or two to convey your business quickly.

Pitch Deck. The modern version of a business plan. Typically
a PowerPoint, Keynote, Prezi, or some other presentation soft-
ware is used to prepare a group of slides that tell the story of
your business.

Online Bios. Publishing biographies for yourself and your man-
agement team online is important, as investors will reference
your resume as much as they reference your business idea
(remember: Many investors bet on the jockey, not the horse).
By publishing these online via a dedicated site or Linkedin, you
do not take up valuable space within your executive summary.

Website. A website will serve as a great landing page for your
ideq, as well as adding to the legitimacy and exposure for your
business idea. Websites can be used to generate buzz and col-
lect potential customers’ contact information. Certain assets,
such as bios, collateral, pitch decks and elevator pitches can
be hosted on the website.

Business Collateral. Getting together logos, business cards, col-
or schemes, and other images for your business is incredibly
helpful in facilitating potential customers in envisioning your
product or service. Check out the [Startup Tools & Resources]
for resources to build your collateral.



« Financial Documents. The basic financial documents expect-
ed of your business plan, including Revenue Projections, Oper-
ational Expenses, and Cash Flow Projections. While these are
often difficult to estimate, they show potential investors that
you have thought through the process, as well as giving your
management team some benchmarks and goals to strive for.

« Business Plan. Full-length manifesto for your business. These
have become less prevalent in the startup world, but having a
thorough document that includes many of the above compo-
nents certainly never hurt anyone, and can be a great asset if
pursuing debt financing.



CHAPTER 10
Startup Tools & Resources

Here we have compiled a comprehensive list of tools and re-
sources for startups to take advantage of when taking their con-
cept from idea to fruition.

Ad Promotion
» Linkedin Ads

« Facebook Ads
« Google Ads

Analytics

« Google Analytics
« KISSmetrics

« Mixpanel
 Chartbeat

« Clicky

« GoSquared

« Mint




CRM

« Hubspot
« Zoho

« Monday

Email Marketing

« Madail Chimp
« Sendinblue

Event Management

« Eventbrite
« Meetup

Finding and Posting Startup Jobs

« Angellist
 HireArt

« Y Combinator Jobs

Keyword Search

« SEMrush
« Google Keywords
« Wordstream




Landing Pages

e Launchrock
« Leadpages
 Unbounce

« KickoffLabs
« Launch Effect

Personal Storage

» Dropbox
e Drive

Presentation

e Prezi
« Slideshare
 Haiku Deck

« Vyond

Project Management

« Slack

« Asang

» TIrello

« Basecamp




equently
asked

westions

Our Startup FAQ section takes aim at answering the most fre-
quently asked questions we receive. Have a question that isn't
answered here? Ask us, and we’ll get you an answer. Email us at
hello@web25.i0

CHAPTER MM

Startup FAQ

(1) What type of incorporation should I use for my busi-
ness?

There’'s no one-size fits all answer here. It is important to under-
stand all structures available, and choose the best structure for
your business. When raising capital, investors will typically prefer
a C-Corporation structure. You can read about the different types
in our Startup Tools & Resources to make the right choice for your
company.

(2) How do l incorporate?

To form a legal entity, you would typically want to work with an
experienced lawyer and then file with whatever state you plan to
operate from. Other tools and websites are also available, and
can be found in our Startup Tools & Resources.company.




(3) How should my co-founders and I split up the com-
pany equity?

This is another question that needs to be answered on a case-by-
case basis. While we cannot give you any hard and fast rules as to
how your company should split equity, it is generally not advisable
to make an even 50/50 split, as it can lead to a lack of control and
motivation. Have an honest, open discussion and don't be selfish.

This conversation needs to be held early, and putinto writing. Once
you've had this hard conversation, you can focus on the task at
hand: starting a company. You can find an equity split calculator
in our Startup Tools & Resources. We also recommend reading the
following article:

The only wrong answer is 50/50: Calculating the co-founder eq-
uity split

(4) How do you know when you're ready to go full-time
with your venture?

This is a tough question for any founder. Many startups are started
on the side as a part-time project on nights and weekends. Inevi-
tably, the time commitment will grow as you start to find success.

When determining whether to go full-time, it's a personal decision
that will involve a fair to high amount of risk. How confident are
you in your business? How hard are you willing to work? How big
of an appetite for risk do you have? What exactly is that risk? Do
you have a family to support? If you start this business, how much
runway do you have to start making revenue?



We strongly recommend considering all the above questions. In
addition, take some time to create an honest assessment of your
“worst-case scenario.” If things completely tank, where are you
now? Is this worst-case that bad? Many founders will find that the
pain of wondering, “What if?” is more severe than their potential
worst-case scenario.

(5) How do | protect my idea?

You can file for patents, trademarks, and copyrights. If you have
something propriety about your company, you should consider
filing for a patent to temporarily protect your business in its infan-
cy to get it up and running.

(6) should I ask investors or others to sign NDAs before |
share my idea with them?

You can file for patents, trademarks, and copyrights. If you have
something propriety about your company, you should consider
filing for a patent to temporarily protect your business in its infan-
cy to get it up and running.

No. Investors will have no interest in signing a non-disclosure
agreement, and neither will most individuals. The reason being, if
you ask someone to sign a contract agreeing not to speak about
your ideaq, they will need to be consciously aware of that agree-
ment for the length of the contract. That is often far more work
than it is worth to hear your idea in most peoples’ minds.

In reality, people aren’t out to steal ideas. They are busy and have
their own lives as well, and likely would not be willing or interest-
ed to drop everything and try to steal your idea. And even if they
were interested in doing so, you should have a few steps on them
by that time.



(7) What is the ideal team size?

Founding teams tend to be 2-3 people, ideal-
ly with at least one technical cofounder. Having many
more founders will get distracting and slow things down.

(8) should I raise money?

It's good practice to keep expenses low and avoid raising money
for as long as possible, but you will want to begin looking for cap-
ital when you are down to 12-18 months of runway. When you de-
cide its time to begin raising money, you will want to start talking
to investors early. The cycle of raising capital often takes longer
than entrepreneurs think.

(9) How do I know if my idea is good?

Talk to your customers. Are you making sales? Are those cus-
tomers happy with the value you are providing? This ties back to
Traction and Validation. If you have a validated concept and are
building traction, odds are that your idea has some legs.

(10) How do I find a co-founder?

It's hard. Many founders are people who have been friends for
some time, or went to school together. You can also look in com-
mon interest groups and meetups for a founder, or ask your friends
for introductions. There is no “co-founder store” or place to go to
just find a co-founder, but if you talk to people, put yourself and
your idea out there and show passion, you will find someone.



(11) How much should | pay myself?

As little as you can to get by. Your startups resources are pre-
cious and likely to be slim. You want to squeeze as much value out
of them as possible, and that means taking a personal pay cut.
Investors who have given you capital to work on your idea also
don’t want to see you handle their money irresponsibly by taking
an unreasonable share.

That said, investors also recognize that the best opportunity for
the business to succeed and for them to make a return on invest-
ment, you need to be committed to the business. That means you
do need to pay yourself enough money to survive and work on
the business without taking on the distraction of other jobs and
responsibilities.

(12) what incubator should | apply to?

As little as you can to get by. Your startups resources are pre-
cious and likely to be slim. You want to squeeze as much value out
of them as possible, and that means taking a personal pay cut.
Investors who have given you capital to work on your idea also
don’t want to see you handle their money irresponsibly by taking
an unreasonable share.

There are tons of incubators sprouting up around the world. We
can’t tell you which incubator is best for you, because a huge part
of the incubation process is mentoring. You should find the incu-
bator that offers the best mentors for your startup’s industry and
try to get in there. Location also plays a large part in the decision
process.

For information on incubators, check out our list in our Start-
up Tools & Resources. It's not exhaustive, but it's close.
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