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MARK RO BOTHAM — “Survivor Of Growth”
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MARK ROBOTHAM

= Background
— Electronics Design Engineer, International Marketing
— NASDAQ - Silicon Valley vs NZ bootstrap
— GM Business Incubator — Wellington
— Recent JAFA convert
— Cyclist

e GM Escalator (EDANZ — Deloitte JV partnership)

 Founder Growth Management Consulting Ltd
— Facilitator — Trainer — Public speaker
— Strategy review & development
— Succinct Stories .com & Now Strategy .com author
— Business Advisory Service
— Pitch development and critique

e www.growthmanagement.co.nz

+64 21 61 8850 mark@growthmanagement.co.nz gmc




service SO WHAT DO YOU DO ?

CREATE THE BAIT!

Its not what you say.

Its what they remember...

And more importantly

what can they be bothered
to pass on! /

Avoid the Curse of Knowledge

_
/ *You can not see your self

*Getting your succinct story right
needs external help

« Escalator Power Pitching Workshop
www.succinctstories.com
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ESCALATOR
SERVICE WHY SHOULD 1 LISTEN?
L~ —
THINK LIKE YOUR AUDIENCE
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ESCALATOR

SERVICE GRABBING ATTENTION

What is you attention grabber?

New Zealand d gmc
TRADES ENTERPRISE 1@ el
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ESCALATOR
SERVICE INVERTED PYRAMID OF INFORMATION
Information
Importance -¢—— Most important fact
Variable
e Edit point
Detail that can be
- removed if time
does not allow
\j
Time
New Zealand d gmc
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ESCALATOR

SERVICE INVESTOR VIEW

Idea!

Prototype

Trial customer

Sales — Early adopter:

Cash flow positive

Time

New Zealand
TRADES ENTERPRISE 1@
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ESCALATOR

SERVICE ONE MINUTE TEST

1. What is our product or service ? “Quantify customer VALUE”

2. How do we make money ? — Business model
3.  Why believe me & my team ? — credibility
4. What's in it for you the investor?

5.  What is the barrier to entry? — your IP

6. How big & scalable is this ? — Go to market

New Zealand
TRADES ENTERPRISE 1@
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ESCALATOR THINKING LIKE AN INVESTOR
WHY WON’'T THEY SIGN MY NDA?

Is there a market for the nroduct?

KetL 107 e proauct

Can we make money from this?

Will People deliver?

NDA

Lets Look at the Technology?

New Zealand gmc
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ey BUSINESS OR HOBBY? :

Are you 2 or 3 out of 3?

Best In World Passionate About

$ Make Money! $
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ESCALATOR
SERVICE

THE PRODUCT YOU ARE SELLING...

IS YOUR BUSINESS, NOT YOUR PRODUCT!

Investment
Opportunity

Business
Model

N

I

Product
TRADESENTERPRISE 18 gyno
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ESCALATOR
SERVICE CRAFT VS PRODUCT VS BUSINESS
Product Craft Business
(essence)
e Electric Drills e Manufacture < Making Holes
Power Tools
= Mouse Trap = Manufacturer = Mice Problem
e CRM e Software « Increasing sales -
(software) Developer Customer
Satisfaction
e Watch _
= Swatches Manufacturer = Fashion Statement

< Motor Cycle
= Harley manufacture -
Davidson
land
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ESCALATOR

SERVICE MY BUSINESS IS...

e Product Craft Business

(essence)
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ESCALATOR

THE PRODUCT

- Feature=Berefit

e Compelling Need vs Value

Cost

| T
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VALUE
30% 1
VALUE - GAIN
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MADE TO STICK STORIES

www.madetostick.com

= SUCCESs

® N ici
Slmp“CIty Find the Core

hd Unexpectedness
Get attention

®
Concreteness Help people understand & remember

® Credibility

Help people believe

e .
EmOtlona| Make people care

® .
StOI’IeS Get people to act

ESCALATOR

SERVICE TRUST ME ...BECAUSE

<

A

AL N
N

“We invest in people, not ideas or business plans”

land 4" gme
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ESCALATOR

SERVICE BARRIER TO ENTRY

What stops the
competition?

» |P Strategy

e Market Share

» Relationships

New Zealand gmc
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ESCALATOR BUSINESS & GO TO MARKET MODEL
THE MISSING CONTENT!
N ( N 1
INFRASTRUCTURE OFFER CUSTOMER
Customer Problem
Partner Network Customer
Relationships
Core
ilit H— Value Proposition —— aigstMarket
Value Distribution
Differentiators Channel
N\ AN VAN
FINANCE Cost Structure _ Revenue Streams H Retu{n
(Profit)
Components of a Business Model

New Zealand gmc
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ESCALATOR

SERVICE QUICK TIPS TO SUCCINCT STORIES THAT SELL

Opening WOW! — why listen?
@ntify value — ContrD
stomer Stories
3. Establish credibility (people & execution)

4. Barrier to entry — IP strategy
5. Business Model & Go to Market

Remember
1. Sound bites, context & simple
2. Order for impact - pyramid of information
3. Create a memory hook

Grabbers, props, diagrams, pictures
Don't use a story that works for competition
Passion and confidence
Delete 50% - blah... blah... blah

oos

New Zealand
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ESCALATOR

Exploring finance options for growth

Creating investment ready companies

SERVICE NZTE - ESCALATOR
Q .
i l = Facing the truth
= « Finance strategies for growth

Education - Bridging capability gaps (good to great)
* Preparing companies and implementing
— Capital Raising, Licensing, JV
* Helping entrepreneurs stand out
« Doing Deals
._r\ = Up to $20k Services — 100% at risk

4

Deals Uncovering the issues

Independent specialist advice

New Zealand
TRADES ENTERPRISE 1@ e
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ESCALATOR
SERVICE B O O K S
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Patrick Renvoise
& Chip & Dan Heath
Christophe Morin Made to Stick
www.Salesbrain.net
www.madetostick.com
Neuromarketing (new title)
(Value propositions & Presentations)
New Zealand 2 gmc
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ESCALATOR
SERVICE
Zealand "
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Mark Robotham
mark@escalator.co.nz
021 61 8850
More Training: www.InvestmentReadyTraining.co.nz
L ’
\j | § Apply for Capital Raising Help: www.escalator.co.nz 0800 822 748
) SuccinctStories: www.succinctstories.com
gmc
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SPECIAL REPORT

T EATAL

investor turn-offs:

Catching the interest of investors and getting past the first contact requires
dedication, self-belief and some killer ‘pick-up’ lines. Mark Robotham puts you

through your start-up paces.

NEW ZEALAND’S carly-stage investment market is no different
from others in the world. Investors need to filter through hundreds
of ‘potentials’ to find the opportunities. Making money isn’t easy; the
local VC community lacks success stories. It’s time for entrepreneurs
to lift the game. We’re beyond the pioneer days — the game has gone
professional. Courting investors is no different to dating: get the

first date wrong and there’ll be no follow-up. Have you worked on
your pick-up lines? More importantly, have you made sure you aren’t
committing one of the fatal ‘turn-offs’ If not, you may continue
going home alone (with no money in your pockets). You only get
one chance to get it right. The investment market is small and bad
news travels fast. Don’t become known as the village idiot — get help

before it’s too late.

“What we do is complicated. I can’t
explain it in ten minutes.”

Have a clear and concise message. Your product pitch is
the number one accelerant for business growth.

Get your introduction right and you’ll have attracted the three most
important ‘suitors’ customers, talented staff and investors. Make it sexy
and all three will queue at your door. Numerous companies leave money
on the table by not getting their story right. Ring the receptionist of any
technology company and ask them what they do; you’ll be shocked at
the replies. First engagements with investors are about baiting; giving
them a reason to come back asking for more. Most global business is
done via networks. The investor you talk to may not be knowledgeable
about your sector, but he’ll know at least ten other investors. If he
doesn’t get it, how can he pass the message on to his network or, better
still, his network’s network? A 30-second dumbed-down introduction
to your business can provide the key to engaging 80 percent of your
audience. If you can clearly describe what you do in 30 seconds, your
ten-minute, one-hour and one-day presentations will benefit. Often, all
that’s required is a couple of sentences to help you engage 100 percent

of your audience. Another great place to start is to ask your customers

july/august 2008

why they bought your product. If you cannot explain in 30 seconds how
you save your customers money or increase their revenue, you may be

better off quitting,

“I can’t tell you what I’m working on.
It’s a secret.”
Don’t confuse your IP strategy with your marketing

or investment strategy. Investors hate non-disclosure
agreements (NDAs).

People who use this as an opening line rarely have what it takes to create
a viable business. Investors only need to know what the business problem
is and how you’ll make money from it. They don’t need to know the

finer details. By all means protect the integrity of your patent pending
registration, but save the patent for sow you solve the problem rather than
what you are solving — and how you make money for customers and
yourself. Investors are more interested in market-size and a compelling
need to purchase, rather than the technology and how it’s constructed.

If you've given your business away by telling your audience what the
problem is, your barrier to market entry is too weak. You will frustrate,
alienate and divide your audience by using the tactic of “my big secret”;
you may be better off going to an Amway convention. Save NDAs for
due diligence. Also, remember the network advantage of sharing your
business proposition. Neither hamper your marketing machine with tools

such as NDAs, nor create the world’s best-kept secret. Tell the world.

“I have to retain majority control.”
Ten percent of a $50 million enterprise is worth more
than 51 percent of nothing.

Don’t get hung up on a percentage share or control. Focus on the total
value of your shareholding, Also, get ready to justify your valuation.

If you’re asking for $1 million for 20 percent of your business, simple
maths implies it is worth $5 million now. Can you justify that? Focus

on long-term shatreholder wealth, not what percentage you have.

A valuation is the risk-adjusted value of your business. “No
product” and “no sales” are the first two high-risk factors in the
risk assessment equation. Without product or sales, expect a low
valuation. Wait until you have these before approaching investors.
Angel investment is a high-risk game. Angels balance this risk
by keeping an eye on how their money is used. One of the key
investment criteria will be your ability to work with your investors.
Likewise, you should carry out due diligence, as they will very likely
be at your board table. But remember, due diligence works both
ways. Contact other companies they’ve invested in and use the
Companies Office website (www.companies.govt.nz) to find out

which companies they’re involved in.

“I don’t have any financials.”

You may do this just for fun but investors need numbers
and returns. That’s the difference between a business
and a hobby.

It’s amazing how many people don’t have any understanding or
apparent interest in the numbers. You need to have historical and
future cash-flow, profit and loss (P&I) and balance sheets at your
fingertips. Investors won’t be courting people who have a cavalier
attitude to spending or controlling money. Before secking investment
you need to take ownership of this. By all means, employ an
accountant, but your accountant should save you more than their fee.
As a minimum use an accounting package, review cash-flow, P&L
and loss and balance sheets on a monthly, or at least bi-monthly,

basis and review with external advisors.

“I need the money by Friday.”

Without proper preparation it will take nine months to
close a deal and an investment of more than 200 hours of
executive time to raise funds and get them into the bank.

Can you afford to raise money? Can you stay afloat and stay on
forecast in the meantime? If your business is too fragile to take

time out from sales, product development and delivery, you’re not
investment-ready. Many businesses neatly go bust while looking for
capital. They take their eye off their business and sales fall. If you vary
too much from your pre-investment forecast during courting, at worst
you will scare away investors and at best weaken your negotiating
position. It’s best to start thinking of your investment finance plan
two years out. If you do need money in a hurry, resort to founders,
friends, family and fools. They’ll generally invest based on emotion
alone. For many companies it’s the basics that slow down the process:
shareholders’ agreements, staff employment contracts and terms

of trade. These need to be tidy before a professional investor will
commit. The more prepated you ate for due diligence, the quicker this

process will be.

“I haven’t invested my own cash. I’m
going to spend the money on me.”
Investors want to see you with ‘skin in the game’ and
know you’re sharing some of the pain.

Angel investors are investing rather than gifting. They will always ask,
“What will you spend the money on?” The investment game is all about
transformation of shareholder value: invest money at one valuation;
increase business performance output-potential to increase valuation;
and exit. Fatal answers include: “To pay my salary,” “Pay off current
shareholders’ debt,” “Buy myself a boat, BMW and a bach.” An even
worse scenatio is when inventors ask angels to 100 percent fund the
commercialisation of products. If it’s such a great idea, why wouldn’t
you put some of your wealth on the line? Everyone’s pain threshold is
different, but zero pain is not acceptable. Most investors will be looking
to expand activities such as marketing and sales development, not even
morte product development. This is not about selling your company
outright. Angels will not want you to sell down your shareholding, They

want you committed to long-term growth you can both share.

“Our customers need to be educated.”
Are you one of these great innovators who has created a
great solution, looking for a problem? No market equates
to no business.

If you need to educate your customers about the problem you’re
solving, you’re on a slippery slope to creating a money-pit rather than
an investment. The solution may be complicated, but the need and
resulting outcome should be a slam-dunk. Too many businesses forget
to translate their offering into simple claims. The simpler the claim, the
easier it is to sell. In fact, customers want to buy, rather than be sold to.
The harder the message is to understand, the less likely you are to have
investors knocking your door down. For $20 you can call anywhere

in the wortld. Pick up the phone and talk to customers, or potential
customers, now. History has shown that unless you have huge pockets,
creating a new market without an easily identified problem takes more

money than most Kiwi entrepreneurs can muster.

Gaining investment is about having a product that solves a real
problem for identifiable customets, making money from it and
having the right people that can make this happen. Not forgetting
an identifiable growth in shareholder wealth, so the investor can
realise gains better than by just putting the money in the bank.
The seven fatal investor turn-offs may sound like no-brainers, yet
the majority of budding entrepreneurs shoot themselves in the
foot by trotting them out, killing their opportunity before it gets
started. Entrepreneurism is like alcoholism — you can’t tell when
you’ve had enough. If you find yourself using any of these lines,
it may just be that you’re executing the wrong idea. It may be time
to take stock, or even dump it and look for the next opportunity.
Don’t use up all your time, passion and seed money on the wrong
idea or, worse still, have a winner and blow it by making the
wrong first impression.

In the meantime, happy dating!

Mark Robotham is the GM for Escalator, a NZ'TE-funded initiative to help
companies raise capital. He also is CEO of Growth Management Consulting, a
public speaker and adyisor. feedback(@start-up.co.nz M
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