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relations	Corporate	venture	builders	Further	readings	Copyright	©	2016-2019	by	Attila	Szigeti	Startup	Studio	Playbook	StartupStudioPlaybook.com	StartupStudio.vc	Cover	design	by	Patrícia	Havancsák	All	rights	reserved.	For	information	about	permissions	to	reproduce	selections	from	the	book,	or	about	special	discounts	for	bulk	purchases,	please
get	in	touch	at	Second	Edition,	2019	Author’s	note:	The	entrepreneurs	and	startup	studios	whose	examples	and	stories	you	will	read	in	this	book	have	been	incredibly	generous	with	sharing	their	stories	and	secrets.	I	also	want	to	thank	you,	Dear	Reader,	for	taking	your	time	to	explore	startup	studios	-	an	approach	that	empowers	us	to	bring	our	ideas
to	life	and	thus	creating	value.	Thank	you!	Foreword	The	technology	studio	is	a	playbook	that	aims	to	create	valuable	startups	with	more	speed	and	agility	than	traditional	venture	models.	Studios	are	the	auxiliary	structure	for	creating	scalable,	successful	entities	with	the	ability	to	scale	and	innovate	rapidly.	Los	Angeles	is	an	uncommon	tech	town,	a
place	where	I	drive	past	three	movie	studios	to	get	to	work.	Being	in	Southern	California	gives	me	a	unique	outlook	on	startup	creation.	As	it	does	for	studios	located	in	other	parts	of	the	world	like	New	York,	Berlin	and	the	UK.	The	idea	of	our	startup	studio	is	ternary:	1.	2.	3.	to	originate	ideas	and	concepts	for	startups,	to	invest	and	advise,	to	acquire
properties	and	redistribute	resources	and	scale	them.	In	the	past	we’ve	worked	at	the	active	intersection	of	content	and	commerce,	social	systems	and	marketplaces.	Just	this	year	alone,	this	thesis	as	a	blend	of	art	and	science	generated	three	exits	for	Science	Inc.	-	Dollar	Shave	Club,	HelloSociety	and	FameBit.	Other	studios	like	Expa	and	Betaworks
too	did	tremendous,	well-regarded	work.	The	definition	of	studio	–	a	structure	where	artists,	operators	and	producers	work	-	is	much	more	potent	when	applied	to	innovation.	The	future	for	tech	studios	is	exciting	and	impressive.	Our	responsibility	is	to	identify	trends	and	provide	people	the	tools	and	space	to	create	world-changing	technology.	The
future	is	mobile,	and	it	is	time	to	expand	the	studio	model	thesis	to	other	areas	of	growth.	What	we	need	to	do	now	is	grow	vehicles	and	help	the	next	generation	of	entrepreneurs	beyond	just	providing	capital.	The	studio’s	mission	is	to	provide	team	support,	engineers,	marketing	encouragement,	a	fertile	environment	and	become	the	experts	in
understanding	how	to	leverage	data	and	insights	to	move	quickly,	learn	from	failure,	and	iterate	for	value.	Attila’s	book	is	a	comprehensive	and	profound	look	into	the	strategic	nature	of	studios	and	entrepreneurship,	and	a	great	resource	for	those	looking	to	learn	more.	I’m	excited	to	see	what	the	future	holds	as	we	all	continue	to	push	tech	talent
forward.	We’re	all	here	to	create	and	support	brands	that	inspire.	So	successful	venture	builders,	entrepreneurs,	and	readers	of	this	book,	I	urge	you	to	continue	looking	at	things	a	bit	differently.	Let’s	continue	transforming.	-	Michael	Jones,	Science	Inc.	PART	I	-	Overview	A	place	for	pioneers	and	creators	“What,	in	this	world,	is	our	task?	To	struggle,
and	to	nourish	the	needs	of	the	spirit;	[...]	according	to	our	strength,	for	noble	goals.	”	Hi,	my	name	is	Attila.	And	the	above	quote	is	from	a	poem	by	Mihály	Vörösmarty:	Thoughts	in	the	library	-	a	poem	that	serves	as	inspiration	for	my	professional	career.	If	only	we	could	replace	the	word	“struggle”	with	something	more	constructive,	like:	pioneering
and	creation.	If	only	we	could	remove	the	“struggle”	entrepreneurs	and	creators	alike	need	to	go	through	nowadays	while	giving	life	to	new	products	and	companies.	This	is	the	mission	of	this	book.	To	show	you	a	pragmatic	framework	and	hands-on	guide	on	how	to	turn	ideas	into	viable	ventures	without	struggle.	To	explore	how	people	already
succeeded	with	startup	studios,	and	how	you	can	do	the	same.	Even	for	personal	use:	how	to	use	this	studio	approach	to	work	on	your	personal	side	projects	and	ideas.	Enabling	creators	and	enriching	entrepreneurship	Startup	studios	are	organizations	that	produce	companies.	Studios	are	not	purely	financial	investors	or	mentors	to	startups,	but	are
the	founders	and	builders.	Startup	studios	-	also	known	as	venture	builders,	foundries,	factories	have	some	inherent	values	worthy	to	explore:	●	Studios	empower	the	entrepreneurs	and	innovators	to	focus	on	creating	value.	Building	a	meaningful	product,	focusing	on	what	clients	need.	The	studio	provides	a	stable	platform,	the	financial	and	human
resources,	a	place	where	creation	can	happen.	●	It	accelerates	the	venture	building	process	and	so	it	adds	an	important	time-advantage	against	competitors	that	use	more	conventional	business	methodologies.	●	The	studio	approach	makes	it	possible	to	build	an	an	antifragile	organization.	One	that	has	self	reinforcement	capabilities	-	making	it
stronger	and	more	efficient	after	each	idea	explored,	after	each	startup	built.	Assuming	that	the	studio	is	well	designed	and	operated.	This	book	will	show	you	how	to	do	this.	You	will	read	real-life	stories	and	proven	practices	of	already	successful	venture	builders.	And	you	will	find	a	flexible	startup	studio	framework	that	you	can	use	for	your
purposes.	If	you	are	familiar	with	software	development	frameworks	like	Ruby	on	Rails,	then	think	about	studios	this	way:	This	is	a	framework	to	create	companies.	It	comes	with	certain	typical	and	proven	architectural	elements,	conventions	and	scaffolds	-	all	proven	in	real	production	environments,	with	the	aim	of	making	it	easier	to	create	new	and
viable	ventures.	Like	with	development	frameworks,	you	can	use	studios	as	it	fits	you	best	-	use	popular	templates,	insert	your	own	custom	code,	even	experiment	with	crazy	new	methods.	Anything	you	want,	to	create	companies	one	after	another	in	an	efficient	and	thrifty	way.	Fortunately,	more	and	more	entrepreneurs,	investors	and	even
corporations	are	using	the	studio	approach.	From	the	first	one	in	1996	(Idealab),	about	50	in	2015	to	more	than	300	today.	This	means,	that	there	are	more	and	more	of	these	places	that	provide	a	nurturing	environment	for	value	creation.	A	hands-on	guide	for	practitioners	This	book	aims	to	give	you	a	wide	overview	and	hands-on	guide	on	this
pragmatic	framework.	With	this	knowledge	in	your	hands	and	mind,	you	will	be	able	to:	●	Decide	whether	the	startup	studio	approach	is	right	for	you,	and	if	yes,	in	what	way	you	can	use	it.	●	Design	a	startup	studio	that	fits	your	vision	and	long-term	strategy.	And	set	things	in	motion	-	raise	funds,	build	your	team,	generate	idea	and	create
companies.	●	Have	meaningful	discussions	and	arguments	in	favor	(or	against)	the	studio	approach,	it’s	use	in	your	line	of	work	and	its	role	and	impact	to	the	startup	ecosystem.	There	are	three	main	sections	to	the	book:	1.	2.	PART	I:	A	birds-eye	overview	on	what	the	startup	studio	approach	has	to	offer	to	entrepreneurs,	builders,	innovators,
investors	and	corporates.	How	it	works?	What	are	the	pro-s	and	con-s?	Is	it	useful	for	you?	PART	II:	In	the	second	section	you	will	read	about	the	stories	of	3.	diverse	founders	and	their	studios.	Many	of	these	are	guest	chapters,	giving	you	a	unique	look	into	that	team’s	thinking	process	and	recipes	used.	They	often	share	rare	secrets,	like	the	details
of	their	cap	tables	(how	they	divide	equity	of	the	startups	among	their	team)	and	investment	logic.	PART	III:	The	third	part	is	about	the	components	of	a	generic	studio	framework.	How	to	formulate	a	thesis	and	strategy?	How	to	set	up	the	startup	funnel	-	the	venture	manufacturing	processes?	Who	are	the	key	people	in	a	studio,	and	how	to	attract
them?	After	reading	the	book,	I	strongly	suggest	to	reach	out	to	the	community,	browse	popular	knowledge	sharing	platforms	like	Quora	and	search	for	studio	related	knowledge.	Also,	buy	a	pack	of	post	it	notes	and	start	experimenting	with	the	methods	described.	In	the	last	year	we’ve	seen	many	new	experiments	and	initiatives,	including	maps	of
studios,	funds	that	specialize	in	financing	such	venture	builders,	new	theories.	All	worth	checking	out	discussing	if	you	have	anything	to	do	with	entrepreneurship	and	innovation.	Widening	your	perspective	with	the	studio	approach,	implementing	one	or	more	elements	of	the	framework	into	your	own	line	of	work	could	also	.	Especially	if	you	are
someone	who	wants	to	create	a	stream	of	new	products	and	companies.	From	struggle	to	studios	My	personal	motivation	and	belief	in	the	studio	approach	came	in	2015.	Back	then	I	was	transitioning	from	a	corporate	career	to	entrepreneurship.	In	2014	I	started	my	first	digital	company	and	in	that	same	year,	after	almost	12	months	of	struggle,	I
failed.	As	a	first-time	entrepreneur,	I	made	almost	all	the	mistakes	a	first-time	entrepreneur	could	make.	But	fortunately,	I	got	a	second	chance.	The	next	year,	2015,	was	the	year	of	my	redemption.It	was	the	year	when	I	stumbled	upon	the	inspiring	phenomenon	of	startup	studios	-	that	was	still	unknown	for	almost	everyone	expect	a	few	dozen
organizations	globally.	To	uncover	their	secrets,	I	did	dozens	of	interviews	with	startup	studio	thought	leaders	and	spent	hundreds	of	hours	on	research	to	uncover	their	secrets.	And	to	find	out	how	we	can	also	build	an	organization	that	mass-produces	startups.	That	research	gave	birth	to	my	early	publications	on	the	studio	approach:	the	Startup
Studio	Trends	Report	2015	and	the	Anatomy	of	Startup	Studios.	A	year	later	the	first	edition	of	the	Startup	Studio	Playbook	went	live	on	Product	Hunt.	The	next	years	I	spent	being	Chief	Operating	Officer	at	Drukka	-	my	startup	studio	“alma	mater”.	I	also	did	advisory	work	for	emerging	startup	studios.	Nowadays	I’m	back	again	at	building	startups	as
Co-Founder	and	CEO	-	using	the	approach	described	in	this	book.	All	these	refined	and	cultivated	my	knowledge	in	this	domain.	This	is	the	reason	for	this	Second	Edition.	I	want	to	give	you	an	updated	knowledge	about	startup	studios:	a	mindset	and	collection	of	methods	that	empowers	the	creation	of	new	products	startup	companies	-	in	a	safe,
disciplined,	time	and	cost	efficient	way.	A	joint	effort	to	make	the	studio	approach	more	accessible	The	first	edition	of	this	book	was	made	possible	by	a	2016	Indiegogo	campaign	and	equally	important,	the	altruistic	contribution	of	some	the	World’s	most	exciting	and	pioneering	entrepreneurs.	They	made	great	contributions	to	the	Startup	Studio
Playbook	by	sharing	their	know-how	and	stories	and	thereby	making	the	startup	studio	approach	more	transparent	and	accessible.	I’d	like	to	express	my	utmost	gratitude	to	Denis	Kovalevich;	Daniel	Ilkovich	and	Josh	Auerbach;	Ryan	Negri;	Peter	Langmár,	Daniel	Nagy,	Ádám	Bankó;	Henry	Nilert,	Niko	Porkka	and	Juho	Oranen;	Jons	Janssens	and
Barbara	Putman	Cramer;	Thibaud	Elziere	and	Pauline	Tordeur,	Máté	Rab	and	Csaba	Zajdó,	Tamás	Bohner.	So	far	the	Startup	Studio	Playbook	is	available	in	English,	Japanese	-	thanks	to	Nikkei	Business	Publisher	and	Quantum	Inc.,	Persian	-	thanks	to	the	personal	effort	of	Nima	Aghvami,	Russian	-	thanks	to	TechnoSpark	and	Rusnano,	and	there	has
been	a	Special	Edition	for	the	French	SCS	Cluster	thanks	to	their	new	Hola’Up	studio.	There	are	Slack,	Facebook	and	LinkedIn	groups	where	you	can	ask	your	questions	and	share	your	experiences.	Find	links	to	these	communities	at:	I’m	also	creating	a	new	site	where	I	will	share	useful	extensions	to	this	book:	sample	org	charts	and	simple	basic
templates	for	the	use	of	creating	new	studios.	Find	all	these	at:	startupstudio.vc	The	technology	and	methodology	for	creating	businesses	is	ever	evolving.	The	startup	studio	approach	is	one	more	tool	in	the	entrepreneur’s	toolbox	that	enables	exploring	new	products	and	services	and	creation	of	value.	Let’s	enrich	entrepreneurship	together.	-	Attila
Szigeti	Startup	studios	in	a	nutshell	Startup	studios	are	platforms	that	enable	earliest-stage	venture	building.	In	this	chapter,	we	will	look	at	the	main	characteristics	of	the	approach.	Then,	in	PART	II	you	can	learn	about	real-life	examples	and	case	studies.	In	PART	III	we	will	dive	deep	into	each	component	of	a	studio	and	how	to	set	things	up.	There
are	different	implementations	of	the	studio	approach,	depending	on	who	the	founders	are,	what	the	vision	of	the	organization	is.	But	the	recipe	is	similar.	Here	are	the	common	steps	to	build	a	startup	studio:	●	Take	a	core	team	&	entrepreneurs	in	residence;	●	Add	shared	infrastructure	&	in-house	funding;	●	Generate	ideas	internally,	or	in	some
cases,	act	as	a	cofounder;	●	Build	multiple	startups	in	parallel;	●	Trash	what	doesn’t	work,	reassign	team	–	so	you	keep	all	the	expertise;	●	Spin	off	what	works	into	a	dedicated	company;	●	Grow.	Exit.	Repeat.	Some	people	call	such	organizations	startup	factories,	foundries	or	venture	builders.	There	are	only	slight	nuances	between	each	of	these
names,	so	I	will	use	them	interchangeably.	The	main	difference	between	studio	and	accelerators	and	incubators	are:	the	studio	is	a	(co)founder	and	builder	of	startups	-	it’s	not	just	about	giving	some	money	and	mentoring.	It’s	about	exploring	markets,	creating	ideas,	building	them	into	products	and	companies.	The	big	promise	of	this	approach	is:	the
studio	provides	an	ideal	base	for	entrepreneurs	and	creators	to	quickly	create	and	validate	new	business	concepts.	Because	there	are	resources	available	in-house,	the	team	can	focus	on	the	product	and	the	customer.	And	for	the	investors,	the	startups	created	in	the	studio	can	become	a	steady	source	for	future	investments.	The	result	is	a	more
efficient	way	of	building	startups.	Studio	can	thrive	even	in	regions	where	the	startup	ecosystem	is	not	fully	developed.	A	studio	can	provide	an	almost	ideal	place	for	entrepreneurs,	by	creating	an	in-house	critical	mass	of	talent,	financial	resources	and	opportunities.	Startup	studios	on	the	rise	Since	Idealab	kicked	it	off	in	1996,	more	and	more
studios	have	been	emerging.	Some	founded	by	successful	entrepreneurs,	some	by	investors	or	investment	firms.	The	more	famous	ones	include	Rocket	Internet,	Betaworks	and	Science-Inc.,	eFounders.	There	are	even	studios	focused	on	monetizing	university	research.	Number	of	exits	is	also	on	the	rise.	A	giant	success	for	the	startup	studio	model	is
the	$1	billion	exit	of	Dollar	Shave	Club,	which	was	one	of	three	exits	that	Los	Angeles	based	Science-Inc.	scored	in	2016.	If	you	read	any	startup	related	magazines,	you	will	find	more	and	more	about	how	this	new	model	is	changing	the	entrepreneurial	game.	Links	to	these	and	similar	articles	are	included	in	the	last	chapter	called	Appendix	-	Sources.
“Entrepreneur-turned-investor	is	a	classic	story	arc	in	Silicon	Valley	but	recently	the	plot	has	earned	a	twist.	Certain	operators	are	foregoing	the	traditional	path	of	joining	a	traditional	VC	to	instead	create	a	studio-like	holding	operation.”	on	TechCrunch	“This	‘startup	studio	model’	is	becoming	increasingly	popular	in	the	US	and	Europe”	on	Tech.eu
“You’ll	want	to	get	used	to	the	idea	because	we’re	going	to	see	a	lot	more	venture-building	organizations	emerging.”	on	VentureBeat	“Being	a	Startup	Studio	means	that	we	develop	ideas	into	products	and	products	into	companies.	We’re	lean	and	the	ability	to	quickly	innovate,	build	and	test	new	products	gives	us	much	more	flexibility	than	a
traditional	rigid	startup	model.”	on	RyanNegri.com	“If	you	ask	most	startup	studio	owners,	they	will	tell	you	that	they	are	simply	professionalizing	the	discovery	and	traction	phase.”	on	TheNordicWeb.com	Main	drivers	of	growth	This	spread	is	amazing!	There	are	many	reason	for	this	trend,	I	believe	the	top	3	are:	1.	More	successful	-	post-exit	-
entrepreneurs	don't	just	want	to	sit	back	and	act	as	pure	financial	investors	or	retire.	They	want	a	platform	for	themselves	that	enables	them	to	stay	involved	in	early-stage	building	and	gives	them	an	opportunity	to	experience	building	an	entire	portfolio	of	startups	not	just	single	ideas.	2.	A	lot	of	organizations	have	their	own	startup	accelerator
program.	But	most	of	them	are	only	marketing	stunts	-	“producing	only	T-shirts	and	coffee	mugs”	as	Steve	Blank	puts	it.	Corporations	that	want	to	expand	with	startups	need	a	better	approach	-	that	gives	them	more	control	and	better	ROI.	3.	As	a	later-stage	investor,	you	must	compete	for	the	really	good	deals.	I	expect	more	VC-s	to	realize	that	there
is	another	alternative:	Build	your	own	future	deal-flow	-	preferably	with	an	approach	that	gives	you	better	results	than	the	old	"9	out	of	10	startups	fail".	Advantages	Diversification	and	failure	tolerance:	If	you	run	a	regular	startup,	failure	means	the	end	of	the	road.	In	a	studio	you	run	multiple	startups	and	make	many	small	bets.	In	case	of	failure	you
can	reassign	the	team	and	retain	talent	and	expertise.	If	your	startup-building	processes	are	tuned	the	right	way,	you	can	achieve	high	levels	of	cost-efficiency	and	shorten	cycle	time.	You	basically	become	an	idea	generation	and	validation	engine,	and	you	only	build	stuff	that	really	works.	It’s	easy	to	trash	out	week	ideas	if	you	have	dozens	to	choose
from.	And	while	you	do	this,	you	keep	your	team	together,	even	grow	as	some	ideas	will	become	successful.	And	by	doing	so	you	are	building	up	your	own	critical	mass	of	startup-builder	talent.	Higher	return	for	investors:	A	higher	equity	stake	in	startups	also	means	that	in	case	of	exit,	the	returns	are	much	bigger	for	the	studio	and	their	investors.
Assuming	you	build	a	good	stream	of	startups	and	aim	for	early	exits,	this	can	provide	you	with	a	fast	return	on	your	investment.	More	efficient	use	of	talent:	In	a	studio,	you	have	centralized	teams	and	you	assign	them	to	startups	in	a	flexible	way.	Too	often	startups	can’t	afford	top	talent.	Studios	have	a	proportionally	larger	budget	for	the	core	team.
They	can	afford	to	hire	a	big	gun,	build	a	team	around	him,	and	distribute	their	skills	among	the	startups	when	those	startups	need	it.	For	example,	your	senior	designer	might	be	fully	occupied	with	designing	a	brand	new	product	for	startup	A,	after	which	you	can	reassign	him	to	startup	B	while	the	previous	startup	changes	from	design	to	sales
stage.	Enabling	entrepreneurship:	With	a	studio	you	create	an	environment	that	makes	it	easier	to	build	startups.	With	good	procedures,	even	a	first-time	entrepreneur	has	a	reasonable	chance	of	building	a	successful	startup.	Good	for	the	local	ecosystem.	If	you	have	seasoned	CEO-s	who’ve	already	built	startups,	their	experience	will	uplift	the	whole
studio,	adding	to	the	collective	knowledge.	Studios	also	motivate	people	that	wouldn’t	have	launched	a	startup	to	do	it.	For	instance,	people	who	want	to	build	a	company,	but	do	not	have	an	idea	they	believe	in	enough	in	to	take	the	risk.	Or	people	who	cannot	afford	not	to	take	a	salary	for	one	or	two	years.	Challenges	and	risks	Capital	Intensity:	You
will	need	a	large	initial	investment	to	build	up	a	full	core	team	and	pay	for	the	infrastructure	&	resources	of	many	projects	at	the	same	time.	Or	you	will	have	to	settle	for	a	slower	startup	building	speed.	Capitalization	tables:	Startup	studios	as	an	institutional	shareholder	usually	have	a	large	portion	of	the	equity,	often	exceeding	50%.	From	an
outsider’s	point	of	view	this	might	raise	a	red	flag.	What	they	don’t	always	see	at	first	is,	that	the	studio	is	not	just	a	shareholder,	but	the	main	founder	in	the	startup.	But	fact	remains	that	the	dedicated	team	of	the	startup	will	have	less	equity	than	in	traditional	startups.	And	that	raises	questions	about	their	motivation,	incentives.	The	solution	is
simple:	Hire	people	who	want	to	have	the	benefits	of	a	studio	and	accept	the	tradeoff	in	equity.	There	are	plenty	of	young	entrepreneurs	out	there	who	are	passionate	about	building	a	business	-	and	who	have	the	ability	to	commit	to	an	idea	that	they	together	decide	on	with	the	startup	studio.	Convincing	investors	for	the	first	time:	Because	of	the
above,	investors	who	have	no	previous	experience	with	studios	might	be	skeptic.	To	convince	them	of	the	worth	and	value	add	of	the	studio,	one	has	to	show	the	investors	how	the	studio	will	continue	to	contribute	to	the	startup’s	success	even	after	spin-off.	Also,	it’s	common	to	give	more	equity	to	the	startup	team	in	later	fundraising	stages	(from	the
studio’s	shares)	to	uphold	their	motivation.	Authenticity:	Some	worry	that	studio	teams,	“hired	guns”	won’t	be	able	to	build	an	authentic	startup.	They	argue	that	if	you	aren’t	working	on	your	own	idea,	then	you	won’t	be	fanatic	about	it	and	able	to	put	in	all	the	needed	work.	As	I	see	it,	this	is	only	true	if	you	are	dealing	with	one-trick	ponies.	I	know
many	talented	and	experienced	entrepreneurs	who	are	passionate	about	entrepreneurship	and	venture	building	itself	as	well	as	many	people	who	want	to	build	a	career	as	a	professional	CEO.	Finally,	the	studio	and	founders	themselves	will	be	a	great	source	of	authenticity.	Internal	Competition:	Scarce	central	resources	within	a	studio	will	lead	to
occasional	conflict	between	your	startups.	To	manage	this,	the	Leaders	of	the	organization	need	to	set	clear	guidelines	on	how	startups	can	access	your	core	teams	and	what	the	default	priorities	are.	Encourage	regular	discussions,	for	example	Scrum-like	standup	meetings,	so	every	team	member	and	startup	is	aware	of	current	priorities	and
expected	incoming	work.	Build	and	maintain	a	cooperative	environment	and	work	culture.	Future	of	the	studio	approach	As	Ryan	J.	Negri,	serial	entrepreneur	and	founder	of	Laicos	Startup	Studio	once	said:	„Normally	in	tech,	when	you	read	about	something	in	a	book,	it’s	already	old	news.	This	time,	you’re	reading	about	a	trend	that	will	be	wildly
popular	in	1-3	years.	From	an	investor	standpoint,	putting	money	into	a	studio	should	be	easy.	By	investing	in	one	company,	you	invest	in	a	whole	portfolio — 	all	heavily	vetted	startups,	qualified	and	guided,	by	the	company	and	core	team	you	trusted	with	your	money	in	the	first	place.”	I	predict	four	trends	for	2019–2022:	1.	2.	3.	4.	More	accelerators
will	experiment	with	studio	approach.	This	is	because	they	will	want	to	reduce	risk	and	cost,	increase	control	of	the	startup	build	process.	More	„Entrepreneurs-in-Residence”	will	be	needed:	people	who	understand	the	studio	model	and	have	entrepreneurial	attitude.	Studio	approach	as	a	new	tool	in	Intrapreneurs’	hands,	and	corporations	will
experiment	with	this	kind	of	venture	building	as	a	strategic	tool	in	their	innovation	strategy.	More	studio	mentors	and	advisors	will	be	needed	who	know	how	to	put	together	such	a	venture	building	machine.	There	will	be	new	experiments	in	funding	studios	(reference	funds,	studios	with	multiple	funds	covering	a	wider	spectrum	from	initial
investment	to	post-Series	A	rounds…)	and	the	whole	framework	will	evolve.	These	are	exciting	and	good	times	to	be	an	entrepreneur	and	creator.	So	let’s	find	out	if	studios	are	right	for	you	or	not?	Are	startup	studios	for	me?	To	answer	this	question,	let’s	look	at	what	advantages	can	it	bring	to	build	a	studio	or	join	one.	Even	if	you	are	not	directly
involved	in	creating	startups,	you	might	find	valuable	insight	and	perspective	about	how	to	use	parts	of	this	approach	-	e.g.	for	turning	personal	ideas	into	lucrative	side	projects.	In	the	previous	chapter	I	mentioned,	that	to	me	the	top	three	values	of	the	studio	approach	are:	Focus	on	values	and	creation;	Acceleration	of	the	company	building	process;
Making	the	team	antifragile.	Such	an	approach	in	business	is	not	only	nice	to	have,	but	is	becoming	vital.	It’s	one	thing	that	there	is	an	abundance	of	available	capital	to	emerging	and	growing	startups.	But	there	are	structural	problems	no	one	can	escape.	Cracks	in	the	fabric	that	lead	to	the	anecdotal	“9	out	of	10	startups	fail”,	that	lead	to
entrepreneurial	burnout,	that	lead	to	over-valued	startups	that	fail	in	the	end.	These	structural	problems	-	and	how	the	studio	approach	fixes	it:	●	Commitment	before	traction:	Usually,	startup	founders	need	to	put	their	passion	into	their	new	idea	to	be	able	to	convince	others	to	join	and	convince	investors	to	give	money	for	the	building	part.	This	can
easily	lead	to	“passion-blindness”,	where	one	has	a	hard	time	letting	go	of	an	idea	even	if	the	market	doesn’t	want	it.	Using	Design	Thinking	and	Lean	Startup	methodologies	helps.	But	studios	go	one	step	further:	They	give	entrepreneurs	and	innovators	a	chance	to	first	prove	the	viability	of	ideas	(and	they	provide	all	the	resources	to	do	this),	before
committing.	This	results	in	a	better	selection	and	thus	higher	success	rate.	●	Catastrophic	impact	of	failure:	When	a	traditional	startup	fails,	all	is	lost.	The	collective	knowledge	of	that	team	is	gone,	entrepreneurs	face	long	recovery	times.	A	studio	is	a	platform	where	the	impact	of	failure	is	greatly	reduced.	Even	if	a	startup	fails,	the	studio	has	the
ways	and	means	to	reassign	team	members	to	new	projects.	So	with	every	initiative,	the	Core	Team	will	have	more	and	more	expertise	in	ideation,	validation,	building	of	a	new	product	or	service.	So	if	you	want	to	take	part	in	experimenting	with	and	creating	new	products	and	companies	AND	you	want	to	get	rid	of	the	above	risks,	then	you	are
reading	the	right	book.	Entrepreneurs	and	idea	owners	For	entrepreneurs	who	are	preparing	to	launch	their	next	venture,	the	startup	studio	approach	lowers	the	risk	and	impact	of	failure.	Build	your	startup	in	an	easy	and	safe	way.	For	first-time	founders	the	additional	benefit	is	the	knowledge-base	of	the	studio,	which	increases	the	chance	of
success.	Even	for	seasoned	entrepreneurs,	there	are	added	benefits:	There	is	an	already	functioning	team	behind	you	who	can	execute	your	vision	for	the	new	startup.	And	there	is	a	wide	network	of	investors	and	partners	will	make	it	easier	to	arrange	for	follow-on	funding.	Software	or	marketing	agencies	If	you	run	an	agency	and	you	want	to	explore
better	ways	to	use	your	resources	to	create	value,	then	you	can	explore	this	approach.	With	the	methods	shown	in	this	book,	you	could	dedicate	part	of	your	company	to	build	internal	startups	-	which	could	bring	you	much	higher	return	on	your	investment	than	flat-fee	or	hourly	rate	based	agency	assignments.	Accelerators	and	incubators	Leaders	of
Accelerators	and	incubators	might	find	methods	that	can	enrich	their	ongoing	startup	programs.	Traditional	startup	accelerators	(even	corporatefunded)	are	good	for	many	things:	●	give	room	to	new	entrepreneurs	to	learn	the	startup	way;	●	bring	out	new	-	and	many	times	crazy	-	ideas;	●	build	a	network	of	innovators.	But	what	happens	after	Demo
Day?	Usually	nothing.	The	accelerator	ends	up	with	a	few	dozen	more	startup	logos	on	their	portfolio	site.	Most	of	them	won't	survive	next	year.	Maybe	there	will	be	some	light	alumni	activity.	And	then	the	next	batch	starts	to	produce	another	dozen	new	logos	on	the	trophy-wall.	Steve	Blank	has	an	excellent	article	titled	“The	Innovation	Stack:	How
to	make	innovation	programs	deliver	more	than	coffee	cups”	-	find	the	link	in	the	Appendix	/	Sources.	Read	that	as	well	and	try	to	locate	the	part	where	the	studio	approach	can	make	a	highly	beneficial	impact.	Traditional	startup	accelerators	are	usually	not	good	for:	●	leveraging	the	potential	of	teams	who	need	to	restart	with	a	new	idea;	●
generating	profit	for	the	corporate	or	VC	behind	the	accelerator;	●	bringing	the	startups	from	Demo	Day	through	funding	to	exit.	To	achieve	these,	you	need	to	add	another	layer,	one	that's	more	like	a	startup	studio.	A	layer	that	solves	salvaging	teams	from	unsuccessful	initiatives	and	sticking	to	the	startup	from	idea	to	exit.	Combine	an	already
existing	accelerator	with	a	studio	“division”	and	you	can	dramatically	increase	the	system-s	overall	efficiency.	And	we	are	starting	to	see	this	happen.	Even	“traditional”	startup	accelerators	are	experimenting	with	the	studio	model.	Among	others,	500	Startups	launched	500	Labs,	Techstars	is	also	creating	it’s	studio.	And	this	is	good	for	everybody,
especially	entrepreneurs	and	the	investors!	Investors	VC-s	and	angel	investors	will	get	a	high-level	understanding	of	how	startup	studio	can	provide	a	stable	deal-flow	for	their	main	funds.	From	the	investor's	point	of	view,	investing	into	a	studio	means:	●	Invest	in	a	portfolio	of	companies	that's	exact	composition	is	not	exactly	known	at	the	time	of	the
investment.	●	Potential	ROI	from	dividends	and/or	selling	the	equity	in	the	startups.	●	Opportunity	to	proactively	shape	the	characteristics	of	the	studio's	startup	portfolio	-	in	some	cases	right	from	the	ideation	stage.	The	main	advantages:	●	One-to-many	investing:	one	investment	decision	will	result	in	equity	in	multiple	startups.	●	Reduced	impact	of
failure	(e.g.	no	loss	of	team,	quicker	recovery	and	restart	times)	●	Higher	level	of	control/governance	->	later-stage	VC-s	could	invest	in	a	studio	to	nurture	their	future	deal-flow	Corporates	Corporate	innovators	will	get	to	know	a	new	method	for	boosting	their	company’s	innovation	output.	Corporates	love	to	say	they	are	innovative.	But	usually	a
large	organization	is	optimized	for	stability,	and	not	for	fast	and	breakthrough	innovation.	More	and	more	corporations	are	separating	the	innovation	teams	from	the	main	organizations,	to	shield	them	from	bureaucracy,	while	protecting	the	main	brand	from	startup	risks.	I	call	this	Startup-as-a-Service.	And	we	will	look	at	this	in	the	chapter	Corporate
venture	builders.	PART	II	-	Stories	Emerging	from	Beta	There	are	only	a	few	startup	studios	that	have	such	a	well-known	and	trusted	brand,	that	it	makes	entrepreneurs’	eyes	shine,	and	investors’	pockets	open.	One	of	them	is	New-York	based	Betaworks.	With	hundreds	of	investments	and	dozens	of	self	created	startups,	they	know	what	it	takes	to
build	not	just	one	successful	startup,	but	a	network	of	companies	that	strengthen	each	others.	In	this	chapter,	the	first	of	the	case	studies	we’ll	look	into	how	they	enable	hackers	and	entrepreneurs	to	thrive.	“We	want	to	empower	regular	people	to	rule	the	web.”	This	is	the	vision	of	Daniel	Ilkovich,	CEO	of	a	company	called	Dexter.	He	and	his	growing
team	of	engineers	are	building	an	open	platform	to	enable	a	more	interconnected	Internet.	Although	we	are	only	speaking	through	video-conference,	I	can	feel	his	passion.	And	it	doesn’t	take	too	much	time	until	I	also	get	excited	for	the	endless	possibilities	of	an	even	more	interconnected	and	automated	future.	Dexter	is	a	portfolio	company	of
Betaworks,	the	legendary	NYC	based	startup	studio.	I	say	legendary	for	a	reason.	Since	2007	they	have	invested	in	way	more	than	a	hundred	companies.	They	are	usually	the	first	money	in.	Part	of	their	success	is	that	they	roll	up	their	sleeves	and	they	are	with	the	startups	they	invest	into	or	create	themselves.	They	invested	in	well-known	companies
like	Tumblr,	Venmo,	Kickstarter	and	Medium,	and	built	startups	like	Giphy,	Chartbeat	and	Bitly.	The	base	recipe	is,	like	for	most	studios,	that	they	have	a	strong	core	team	for	startup	building.	This	includes	data	science,	designer,	branding,	distribution	along	with	deep	product	experience	and	a	considerable	network	of	investors.	When	they	start	a
company	-	like	Dexter	-	they	fund	it	internally	for	the	beginning,	until	it	gets	traction.	As	the	startup	experiment	grows	and	starts	to	look	like	a	good	business,	Betaworks	helps	the	startup	team	to	raise	funds,	set	up	a	dedicated	company	and	grow.	There	is	something	for	everybody.	Hackers	can	join	and	explore	product	ideas	and	build	something
together.	Already	existing	teams	can	get	seed	investment.	And	Betaworks	is	also	a	great	place	to	find	a	startup	for	those	who	want	to	join	one.	Through	the	story	of	Daniel	Ilkovich,	and	his	company	Dexter	we’ll	see	under	the	hood	of	how	such	a	startup	studio	works.	What	is	Dexter?	There	are	many	trends	in	technology,	one	of	them	is	the	evolution	of
the	User	Interface.	First	we	had	punch	cards,	then	the	command	line	interface,	followed	by	the	graphical	user	interface.	Nowadays	we	have	voice,	chat	bots,	and	who	knows	what	will	come	next.	But	one	thing	doesn’t	change.	To	power	all	our	software,	we	need	to	glue	them	together	in	the	background,	to	enable	different	apps	to	talk	to	each	other	and
exchange	data.	More	often	this	is	achieved	with	so	called	Application	Programming	Interfaces,	API-s.	API-s	are	a	set	of	routine	definitions,	protocols,	and	commands	that	give	you	access	to	a	software’s	certain	resources.	This	makes	it	much	easier	to	make	two	or	more	software	to	work	together	than	to	create	a	custom	code	every	time	the	need	for
integration	appears.	To	tie	these	API-s	together	and	create	complex	processes,	automations,	you	need	a	kind	of	glue.	Like	Dexter,	that	enables	developers	and	alike	to	develop	third-party	API	integrations	into	an	app	that	can	be	easily	shared	and	used.	These	apps	can	range	from	simple	alert	apps	that	monitor	for	example	price	changes	and	sending
notification	to	the	desired	channel	to	more	complex	ones.	Dexter	is	almost	limitless,	offering	the	blend	of	flexibility	and	simplicity.	With	Dexter,	you	could	simply	move	data	from	one	app	to	another,	handle	rss	feeds,	notifications,	automations.	There	are	bots	that	help	to	buy	and	sell	real	estate.	You	can	create	entirely	new	apps	almost	without	coding,
just	by	connecting	API-s.	Dexter	was	designed	to	combine	ease	of	use	with	limitless	scalability.	Some	of	the	“glues”	out	there	are	dead-simple	to	use,	but	have	serious	limitations.	Dexter	is	an	API-glue	that	removes	limitations,	as	it	enables	to	to	build	as	much	complexity	as	you	want.	And	still	remains	easy	to	use.	Beginner	users	can	simply	take	already
published	apps	and	customize	them,	while	experienced	engineers	can	write	and	upload	their	own	Javascript	code	and	do	magic.	This	is	what	enables	the	democratization	of	bots	and	automation	in	general,	which	is	in	the	center	of	Daniel’s	vision.	This	is	why	Dexter	is	built	entirely	as	an	open	platform,	where	users	can	use	their	own	Javascript	code	to
create	newer	and	newer	bots	and	publish	them	for	the	use	of	the	community.	Daniel,	who	has	a	considerable	background	in	enterprise	automation,	is	building	Dexter	as	an	engine	that	powers	all	the	things	behind	the	interface.	First	steps	Daniel	spent	a	good	chunk	of	his	early	career	as	consultant,	solving	business	automation	challenges	for
enterprises.	His	bread	and	butter	was	to	figure	out	how	they	can	improve	often	old	enterprise	systems	and	processes	in	a	way	that	empowers	regular	people	in	their	jobs.	Then	he	started	his	own	company,	building	tools	for	the	real	estate	industry,	helping	to	sell	apartments.	As	a	true	hacker-in-heart,	Daniel	always	enjoyed	sticking	things	together	and
make	them	work.	For	example	he	worked	on	later	acquired	by	Homejoy.	This	mentality	and	an	old	friendship	lead	him	to	work	for	a	startup	project	under	the	Betaworks	umbrella.	One	thing	led	to	another,	and	Daniel	ended	up	in	the	already	successful	HackerIn-Residence	program.	With	his	background	and	experience,	Daniel	could	have	started	a
traditional	startup	the	traditional	way.	But	as	a	product	guy,	what	he	really	wanted	to	do	is	to	build	something	that	works	and	people	use,	then	refine	it	and	do	something	else.	And	because	he	already	had	a	family,	the	high-risk	startup	world	was	not	his	best	option.	On	the	other	hand,	the	creative	environment	combined	with	the	safety	that	Betaworks
provided	was	the	ideal	playground	for	him.	Hackers-in-Residence	is	like	a	melting	pot	for	great	hackers.	Engineers	can	come	with	or	without	ideas.	The	recruitment	criteria,	among	cultural	fit,	is	to	be	able	to	build	something	on	your	own.	Once	hired,	participants	are	free	to	experiment	with	new	product	ideas	that	might	become	one	of	the	startup
studio’s	next	big	things.	In	2013,	such	initiatives	included	now	popular	startups	like	Giphy,	Dots,	and	Poncho.	When	Daniel	joined,	his	thoughts	centered	around	business	process	automation,	but	without	a	clear	product	vision.	So	he	experimented	with	different	ideas	until	he	was	ready	to	pitch	it	to	the	Betaworks	partners.	But	all	things	led	back	to	the
topic	he	was	passionate	about	since	early	career:	How	to	empower	people	to	bring	out	the	most	of	technology?	Before	the	pitch	day,	Josh	Auerbach,	Partner	and	CFO	at	Betaworks	sent	out	a	memo.	“Do	you	have	any	ideas	you	want	to	build?”	asked	the	question.	Then	in	a	roundtable	meeting,	people	discussed	all	the	possibilities.	Making	the	decision
to	build	Dexter	had	the	usual	challenges	startup	studios	face.	There	are	always	multiple	projects	to	choose	from.	But	the	resources	are	limited.	So	the	Betaworks	management	looks	at	implicit	and	explicit	criteria.	Founder	vision,	founder	-	idea	fit,	technology	trends.	This	is	where	you	need	experienced	and	flexible	top	management.	In	Betaworks
fortunately	each	startup	has	its	own	milestones	and	priorities,	and	the	BW	team	is	flexible	in	this.	Considering	that	APIs	are	eating	the	World,	and	that	Daniel	had	extensive	knowledge	of	the	business	process	automation	field,	Josh	believed	that	Dexter	could	become	another	success	story	of	Betaworks.	When	this	technology	will	be	commonly	known,
there	will	be	massive	communities	with	people	who	enable	each	other.	And	that’s	the	end	goal.	Once	there	is	green	light	for	a	project,	Betaworks	spends	little	money	on	it,	to	build	a	beta,	put	it	out	there	and	see	how	it	works.	Then	as	they	become	more	successful,	they	spend	more	and	more	resources	on	growing	the	user	base,	polishing	the	project
and	eventually	spin	it	off	into	a	separate,	autonomous	company.	Growing	within	a	studio	After	some	weeks	passed	and	Daniel	had	a	working	prototype	up	and	running,	it	was	time	to	formulate	the	validation	and	growth	strategy.	The	idea	was	to	market	Dexter	to	engineers,	who	will	contribute	their	own	work	to	the	Dexter	app-marketplace,	so	there
will	be	a	lot	of	opportunities	to	use	pre-defined	bots.	Then,	when	there	is	a	critical	mass	of	expert	users	and	content,	it	will	be	easier	to	expand	into	another	segments	and	move	toward	end	users.	In	the	early	days,	Betaworks	organized	a	Dexter-hackathon.	With	a	few	dozen	engineers	from	the	Betaworks	family	and	few	dozens	from	the	outside,	it
proved	to	be	a	fertile	ground	for	experimentation	with	the	early	prototype.	Even	senior	partners,	including	John	Borthwick	and	CFO	and	Partner	Josh	Auerbach	created	their	own	Dexter	apps.	Speaking	about	eating	one’s	own	dog	food.	The	initial	results	were	promising.	Fortunately,	Dexter	demos	extremely	well	at	meetups,	hackathons.	So	that’s	one
of	the	best	early	adopter	acquisition	channels.	And	since	Betaworks	is	not	aiming	at	immediate	monetization,	Daniel	and	his	team	have	time	to	expand	the	platform	and	aim	for	a	critical	mass	of	pro	users	before	opening	the	gates	to	end-users.	Growth	and	user	acquisitions	are	tricky	challenges.	Right	now	Dexter	is	something	engineers	can	enjoy.
Monetization	in	this	stage	is	unlikely.	Instead,	with	the	help	of	early	adopters	Dexter	will	grow	to	a	distribution	platform	and	then	Daniel	&	Team	can	open	the	gathers	to	additional	customer	segments.	Benefits	for	the	Entrepreneur	One	great	benefit	Betaworks	provides	is	flexibility.	The	kind	of	flexibility	that	enables	a	bunch	of	top-notch	hackers	to
tinker	around	with	ideas.	And	the	flexibility	of	resource	allocation.	Another	great	advantage	is	the	space.	The	Betaworks	HQ	provides	a	fertile	ground	for	innovative	ideas,	easy-flow,	and	inspiring	people	who	feel	like	family.	In	the	early	days,	when	dust	settled	on	the	vision,	and	the	initial	product	was	ready	-	and	ready	to	be	polished,	Daniel	could
easily	tap	into	the	central	Betaworks	talent	pool,	get	onboard	a	few	contractors	who	helped	him	to	polish	the	prototype.	Now,	more	than	a	year	later,	after	Dexter	was	spun-off	from	the	“mothership”,	he	already	has	a	dedicated	team	of	four	-	all	engineers.	While	continuously	getting	support	and	advice	from	Betaworks	partners	like	Josh,	Daniel	has	the
freedom	to	run	his	business	in	a	way	he	sees	fit.	Still,	building	a	startup	in	a	studio	often	requires	a	heavy	split	of	equity.	In	this	case,	the	usual	recipe	is	around	50%	Betaworks	-	50%	team	equity.	Compared	to	a	regular	startup	and	investor,	this	sounds	outrageous.	Considering	the	added	resources	and	benefits	-	the	space,	the	team,	the	network,	the
expertise	-	it’s	a	fair	deal.	Daniel	loves	to	code	and	hack	together	things.	So	for	him,	the	safe	and	creative	environment	provided	by	the	Hackers-in-Residence	program	was	a	blessing.	Not	having	to	worry	about	the	impact	of	early-stage	failure,	not	having	to	build	a	business	plan	and	pitch	deck	and	chase	for	initial	investment	for	months	is	a	huge
relief.	If	Betaworks	believes	you	and	your	vision,	the	napkinpitch	is	more	than	enough	to	get	the	necessary	resources	to	build	a	beta,	put	it	out	there	and	see	how	it	does.	Having	the	studio	at	your	side	comes	handy	whenever	you	want	to	focus	on	product	and	growth	and	not	on	administration.	Betaworks	partners	will	guide	you	through	the	challenging
process	of	growing	a	startup.	They	can	provide	valuable	back-office	services	so	you	don’t	have	to	hire	a	dedicated	admin	staff	for	the	startup.	This	saves	time	and	money.	Especially	if	you	are	a	productfocused	CEO	like	Daniel,	who	likes	to	put	on	the	developer’s	hat	and	not	come	out	from	under	it	too	often.	Fortunately,	there	was	a	strong	cultural	fit
between	Daniel	and	Betaworks	since	the	beginning.	As	an	introvert,	Daniel	would	normally	sit	in	a	corner	and	hack	things	together.	But	in	the	Betaworks	HQ,	the	community	is	so	vibrant	and	friendly,	that	it	engages	and	energizes	all	people.	Not	to	mention,	that	a	lot	of	sibling-companies	are	just	in	an	arm’s	reach,	which	means	a	perfect	test-ground
for	a	tool	like	Dexter.	How	to	go	from	developer	to	CEO?	It	doesn’t	happen	every	day	that	an	accomplished	programmer	like	Daniel	becomes	CEO.	Studios	can	get	a	talented	entrepreneur	from	outside	and	put	him	in	charge	of	the	newly	formed	business.	But	in	this	case,	there	was	no	need.	Daniel	likes	to	hack	things	together	and	see	if	it	can	fly	or
not.	But	to	be	a	strong	CTO	-	the	expected	path	in	such	cases	-	would	require	a	lot	of	technological	discipline.	So	when	Dexter	started,	Daniel	and	Betaworks	conveniently	postponed	the	question	about	who	will	take	the	business	lead.	And	when	the	product	was	ready	for	the	spinoff,	Josh,	the	main	Partner	and	mentor	for	Daniel,	said	to	him	“You	are
CEO”.	Easy	to	say	and	in	this	case,	easy	to	do.	Not	only	did	Daniel	build	the	vision	and	the	initial	product,	but	he’s	also	strong	in	fundraising.	And	he	was	right.	It	turned	out	that	Daniel	could	easily	immerse	himself	in	the	business	side,	and	thanks	to	all	the	background-support	from	the	studio	and	its	Partners,	he	still	had	and	has	a	lot	of	time	for
coding.	What	are	the	next	steps	for	Dexter?	Team	Dexter	is	growing.	What	Daniel	hacked	together	in	the	early	days	became	a	smooth	and	convenient	product	with	the	help	of	the	people	who	now	focus	solely	on	Dexter.	The	next	steps	will	be	to	hire	a	VP	of	Engineering	who	can	ensure	that	the	product	scales	well.	The	goal	is	to	reach	critical	mass,
expand	to	additional	customer	segments	and	start	monetizing	the	app.	Until	this	is	done,	Betaworks	will	to	invest	in	the	vision,	and	help	raise	money	when	needed.	With	Dexter,	Betaworks	has	now	a	strong	beachhead	into	the	world	of	bots	and	API-glues.	They	recently	announced	BotCamp,	a	90-day	pre-seed	program	for	chat-bot	startups.	Like
another	arm	of	Betaworks,	a	mini-accelerator	that	is	clustering	together	startups	that	synergize	with	each	other.	And	this	is	how	Betaworks	continues	to	build	its	impressive	studio	empire,	one	startup	at	a	time.	TechnoSpark:	A	conveyor	of	hardware	startups	It’s	hard	enough	to	build	a	startup	studio	operating	in	the	digital	space.	Before	2016	I
thought	it’s	almost	impossible	to	create	such	a	venture	building	organization	in	the	hardware	space.	Then	I	met	Denis	Kovalevich,	CEO	and	shareholder	of	TechnoSpark,	a	hardware	venture	builder.	I	also	got	a	chance	to	visit	their	HQ	in	Troitsk,	Moscow,	and	I	was	amazed	by	their	implementation	of	the	startup	studio	framework.	In	the	following
guest	chapter,	Denis	shares	some	insight	into	how	they	are	able	to	build	dozens	of	robotics,	biotech	and	other	material-based	startups	2-3	times	faster	than	the	industry	averages.	TechnoSpark	Group	is	a	private	venture	building	company	that	specializes	in	creating,	developing,	and	selling	high-tech	startups	in	hardware	industries.	The	aim	of	our
venture	building	technology	is	to	radically	reduce	the	end	cost	of	building	a	startup.	That	is	why	we	have	to	reduce	the	time	it	takes	for	them	to	be	set	up.	Currently,	an	average	startup	in	hardware	industries	takes	15–20	years	to	be	set	up	and	to	grow;	we	aim	to	achieve	this	2–3	times	faster.	This	will	allow	us	to	reduce	the	cost	of	ready-to-sell
startups	by	5-10	times.	We	also	employ	the	principle	of	rapid	and	simple	sale	and	transfer	of	a	startup	to	the	end	customer.	We	consider	a	startup	to	be	a	standard	and	easy-to-use	product.	We	established	TechnoSpark	in	2012	as	a	partnership	between	a	team	of	private	entrepreneurs	and	Russia’s	biggest	technology	investor,	the	Rusnano	group.
Relying	on	its	own	capital,	TechnoSpark	has	begun	building	more	than	100	new	technology	startups	over	the	last	6	years.	Our	business	model	could	be	referred	to	as	a	“conveyor	belt	of	innovations”.	Each	year	our	team	launches	10-15	new	companies;	each	year	some	of	the	young	startups	become	candidates	for	expansion;	some	of	the	candidates
enter	the	ranking	for	market	leaders,	undergo	their	first	objective	evaluation	and	are	prepared	to	be	sold.	We	can	sell	our	startups	at	any	stage	of	the	building	process,	which	spans	approximately	7-9	years,	from	the	initial	launch	up	until	it	enters	the	ranking	of	market	leaders.	These	principles	let	venture	builder	to	try	out	different	business	models	in
separate	startups	to	take	advantage	of	various	market	opportunities.	We	focus	on	the	flexibility	and	leeway	in	the	venture	building	process,	so	that	is	possible	to	concede	defeat	in	one	area	in	order	to	maximize	returns	where	there	is	a	real	profit	to	be	made.	Contract	companies	and	product	startups	We	build	product	startups	in	a	broad	range	of
hardware	technologies.	The	most	notable	are:	flexible	plastic	electronic	ICs,	thin-film	integrated	photovoltaics,	energy	storage	and	harvesting	systems,	warehouse	robotics	and	serialization,	lasers	for	micromachining	and	ablation,	3D-printed	individual	implants,	composite	bicycles	and	skis,	ophthalmology	systems	with	femtosecond	lasers,	EUV-
sources,	and	artificial	diamonds	for	industrial	purposes.	In	parallel	with	product	startups	we	create	dozens	of	contract	services:	industrial	design	and	engineering,	metal	and	mechatronics	fabrication,	composite	braiding,	optical	coatings,	industrial	microbiology,	medical	genomics,	etc.	These	companies	are	core	infrastructure	partners	for	product
startups,	but	also	act	as	independent	businesses.	It’s	essential	to	separate	these	two	types	of	companies	to	maximize	their	efficiency.	We	define	and	declare	contract	companies	as	following:	●	Invest	in	own	products	is	forbidden	●	Produce	products	upon	request	from	clients	and	do	not	compete	with	them	●	Mostly	CapEx	investments,	high	checks	●
Cover	70%	of	TechnoSpark	investments	●	Revenue	is	generated	immediately	after	new	equipment	and	laboratories	have	been	put	into	operation	●	Focus	on	overheads	reduction	and	productivity	rate	●	Key	performance	indicator:	time	to	the	break-even	point	Product	companies	have	the	following	characteristics:	●	Minimization	the	investment	into
production	(fabrication)	capacities	●	Place	orders	with	contract	companies	to	manufacture	their	products	●	Mostly	OpEx	investments,	low	checks	●	Cover	30%	of	TechnoSpark	investments	●	Revenue	is	reinvested	in	development	●	Focus	on	reducing	the	time	required	and	cost	for	new	generations	of	their	products	●	Key	performance	indicator:	time
from	launch	to	product	sales	TechnoSpark	independently	decides	which	businesses	to	start.	Most	concepts	for	new	businesses	stem	from	internal	analytics	and	focus	on	new	opportunities	that	have	arisen	during	the	venture	building	process.	About	half	of	our	startups	are	"generated"	by	our	own	technology	ideas.	I'll	explain	how	it	works,	on	the
example	of	the	logistic	robot	development.	The	key	issue	for	the	success	of	such	a	robot	in	the	market	is	to	optimize	its	design	for	mass	production.	The	objective	is	not	to	create	a	single	sample	of	a	device,	but	the	ability	to	produce	it	in	hundreds	of	thousand	copies	in	a	year	with	reasonable	economy.	Accordingly,	the	system	of	division	of	labor
requires	companies	that	can	produce	components	for	it.	For	example,	if	it	turns	out	to	be	no	inverters	on	the	market	that	fit	into	our	robot,	we	create	a	company	that	begins	to	deal	with	them.	And	of	course,	it	develops	inverters	not	only	for	our	robot	but	for	any	other	robots	and	applications.	Thus,	any	technological	business	opens	the	opportunity	to
step	into	other	technology	businesses,	to	see	empty	spaces	in	the	chain	of	labor	division	and	occupy	them,	and	such	niches	always	exist	in	new,	emerging	industries.	Always	there	are	more	empty	spaces	than	entrepreneurs.	Hyperspecialization	entrepreneur’s	role	and	streamlining	the	Due	to	such	a	system	of	division	of	labor,	the	engineers	in	our
startups	are	extremely	focused	on	their	tasks.	We	call	such	a	system	a	"hyperspecialization".	Each	of	many	focused	companies	solves	their	tasks	faster	than	one	large,	vertically	or	horizontally	integrated	company.	The	second	area	of	development	is	linked	to	addressing	the	shortage	of	entrepreneurs	–	people	who	are	willing	to	take	the	risk	and	to	start
businesses.	Here	we	also	try	to	use	the	specialization,	dividing	entrepreneurial	activity	into	a	few	different	areas	just	as	management	has	once	been	divided.	The	goal	is	to	make	venture	building	a	profession.	Let	me	remind	you	that	in	the	relatively	recent	past	managers	seemed	to	be	unique	talents,	but	now	it	is	a	regular	profession,	which	you	can
learn	at	a	certain	expenditure	of	labor	and	without	any	special	talent.	The	entrepreneurship	must	pass	a	similar	evolution.	To	do	this,	we	try	to	divide	venture	building	process	into	separate	specializations,	or	the	roles,	which	will	be	much	easier	to	perform	than	to	engage	in	a	wide	range	of	issues,	as	entrepreneurs	had	to	do	before.	Strong
international	partnerships	Part	of	our	strategy	is	to	cooperate	particularly	closely	with	leading	international	research	centers.	TechnoSpark	has	had	years	of	experience	working	as	an	industrial	partner	in	the	affiliate	programs	of	IMEC	and	KU	Leuven	(Belgium),	Solliance,	Holst,	TNO	and	ECN	(Netherlands),	Flex	Enable	(UK),	etc.	We	create	joint
ventures	and	joint	development	agreements	with	global	technology	companies.	We	also	provide	an	opportunity	for	their	high-tech	products	to	be	localized	for	Russian	markets,	e.g.	medical	and	additive	markets.	Our	two	international	HQs	are	at	High-Tech	Campus	Eindhoven,	in	the	Netherlands,	and	in	Tsinghua	Science	Park,	in	Beijing,	China.
Refreshing	mindset	Our	initiative	is	not	just	about	building	ventures	for	our	own	benefit	but	also	about	refreshing	the	entrepreneurial	mindset	in	our	region,	where	the	innovation	activity	is	still	quite	low.	The	generation	of	innovative	companies	may	allow	if	not	to	reverse,	then	at	least	to	change	things	for	the	better.	To	change	the	public	perception	of
entrepreneurship	is	part	of	our	mission.	The	number	of	entrepreneurs	in	Russia	is	lower	than	in	any	technologically	advanced	country.	Most	students	dream	to	work	in	a	large	state	corporation	as	a	manager	or	engineer,	to	become	an	executive.	The	level	of	those	who	want	to	be	engaged	in	entrepreneurship	is	miniscule.	Since	Russia’s	1990ies,	when
the	business	was	connected	mainly	with	trade,	society	has	forgotten	that	entrepreneurs	are	the	ones	in	charge	of	creating	jobs	and	generating	revenues.	And	it	is	necessary	to	explain.	To	provide	the	principles	of	our	activities	we	have	created	a	business	simulator	"Build	a	company,	sell	a	company".	The	participants	have	to	pass	through	the	same
typical	stages,	as	the	entrepreneur	during	building	a	startup.	Also,	we	publish	a	magazine	and	books,	and	acquaint	several	thousand	students	with	the	venture	building	network	each	year.	Scaling	the	TechnoSpark	model	We	want	to	scale	a	startup	factory	business	model.	This	task	is	also	nontrivial.	TechnoSpark	plays	a	leading	role	in	the	first
Venture-Building	Network	in	Russia.	This	Network,	which	Rusnano	Infrastructure	Fund	has	invested	in,	incorporates	venture	building	companies	based	in	Saint-Petersburg,	Kazan,	Ulyanovsk,	Saransk,	Novosibirsk,	Tomsk,	Zelenograd	and	Dubna.	TechnoSpark	is	passing	on	its	unique	business	model	to	these	companies	as	a	franchise,	creating	joint
startups,	working	on	their	boards,	and	training	local	teams.	We	collect	and	analyze	“tracking	data”	from	dozens	of	our	startups,	each	contains	a	detailed	description	of	activities:	which	decisions	were	made	when	and	why,	how	we	have	accessed	the	market,	how	much	we	have	spent,	which	technological	track	has	been	done,	etc.	Such	data	is	necessary
because	startups	are	evaluated	for	the	accumulated	knowledge	about	the	market	and	for	the	technologies	they	have.	We	give	opportunity	to	our	buyers	to	require	a	clear	company	with	a	valuable	track	record	and	focused	business	model	to	effectively	integrate	it	into	their	structures.	-	Denis	Kovalevich	Game	Plan	With	10+	companies,	2	exits,	a	grand
vision	and	the	ways	and	means	to	make	it	happen,	eFounders	is	one	of	the	brightest	beacons	of	inspirations	on	the	European	startup	studio	landscape.	In	2016	celebrating	its	5-year	anniversary	this	year,	eFounders’	companies	have	reached	a	valuation	of	$125M	all	together	with	more	than	$1,5M	in	MRR.	They	are	way	beyond	that	now.	They	are	also
doing	tremendous	work	for	the	startup	studio	community.	A	few	years	back,	they	operated	buildtogether.co	-	a	collection	of	studio	related	articles	and	list	of	studios.	In	the	following	guest	chapter	chapter	written	by	Thibaud	Elziere	and	Pauline	Tordeur	they	give	us	a	rare	deep	insight	into	their	platform,	their	Game	Plan.	Over	the	years,	a	studio	that
builds	companies	repeatedly	like	eFounders	accumulates	know-how,	multi-disciplinary	expertise	and	skills.	To	leverage	this	considerable	knowledge,	we’ve	set	up	processes	and	an	overall	structure	at	the	disposal	of	our	projects.	We	believe	it’s	the	only	way	to	create	reproducible	experiences	for	each	of	our	creation.	That’s	the	reason	why	processes
are	at	the	very	heart	of	our	approach.	Our	platform	is	our	backbone.	The	value	of	a	studio	is	its	platform	Our	studio	could	not	keep	it	going	without	the	amazing	people	making	part	of	our	core	team.	We	spend	a	lot	of	time	and	attention	recruiting	and	hiring	the	perfect	mix	of	talent.	Without	this	core	team,	our	platform	would	not	be	efficient.	People
are	the	main	mortar.	eFounders’	goal	is	to	transform	unique	ideas	into	independent	companies.	When	we	launch	a	project,	we	divide	its	early	life	into	4	different	phases:	inception,	build,	scale,	growth.	The	inception	phase	is	about	finding/validating	an	idea	as	well	as	hiring	co-founders.	Once	this	is	done,	we	enter	the	build/scale	phases	during	which
the	studio’s	core	team	is	very	hands-on	alongside	the	cofounders.	This	usually	lasts	18	months.	In	order	to	maximize	our	efficiency	during	that	period,	we’ve	set	up	a	Game	Plan.	It’s	an	exhaustive	document	that	defines	thoroughly	the	processes	we	have	to	complete	month	by	month	during	one	year	and	half.	When	the	company	is	ready	to	leave	the
nest	and	become	financially	and	operationally	independent,	the	founders	gradually	build	their	own	team	and	culture	in	their	office.	It’s	the	growth	phase.	During	the	first	3	phases,	each	process	is	linked	up	to	a	dedicated	team.	We	think	these	processes	are	the	best	way	to	build	strong	startups	and	go	faster	than	any	other	structure	but,	at	the	same
time,	we	know	how	to	stay	flexible	and	respect	each	company	uniqueness.	Let’s	dive	deep	together	into	our	platform!	Our	Game	Plan:	eFounders’	secret	sauce	It	all	starts	with	the	Inception	phase,	where	we	generate	and	validate	all	new	ideas.	Our	studio	team	(efounders.co/team)	is	multi-disciplinary.	Everybody	has	different	backgrounds	and	hence
ideas	of	new	startups	to	create.	The	team	is	made	of	entrepreneurs,	designers,	developers,	marketers	and	product	people.	To	structure	the	ideation	process:	●	we	organize	monthly	“Ideation	breakfast”	during	which	everybody	gets	to	propose	its	ideas	but	we	also	propose	ideas	naturally.	●	as	for	tools,	we	use	Feedly	to	watch	the	news	and	stay
updated	and	create	a	Slack	room	as	soon	as	we	consider	its	worth	talking	about	an	idea.	This	enables	us	to	have	a	pipe	of	approximately	20	new	ideas	per	year.	When	we	think	an	idea	has	great	potential	-	mostly	thanks	to	a	mix	of	experience,	knowledge	and	intuition	-	we	made	it	go	through	a	validation	process.	It	lasts	approximately	two	months.
Here	is	what	we	do:	●	Deep	Market	Analysis	(Sector	Analysis,	Competition	Analysis)	●	Technical	Analysis	(Technology	+	Proof	of	Concept)	●	Product	Creation	(Prototype,	Mock-up):	we	start	to	build	a	very	basic	MVP	and	test	it	around	us	●	User	Feedback:	our	network	is	a	very	important	part	of	our	platform,	there	are	many	companies	that
frequently	beta-test	our	MVPs	and	can	give	feedback.	Indeed,	the	validation	process	enables	to	confirm	/	overturn	our	first	intuitions.	While	we	go	through	the	process	step	by	step,	we	keep	on	testing	the	idea	with	our	network,	watching	the	market	and	we	also	take	time	to	step	back.	The	validation	process	is	a	progressive	one:	as	long	as	we	haven’t
paused	an	idea,	it	means	than	we	can	keep	on	gradually	making	more	and	more	effort	on	it.	All	the	core	team	is	involved	in	these	processes.	When	we’ve	completed	them,	usually,	among	the	20	ideas	we	have	per	year,	we	only	keep	4	that	we	want	to	build.	However,	it’s	quite	rare	that	we	definitely	give	up	on	an	idea.	Very	often,	we	just	decide	that	we
won’t	develop	this	project	now	but	keep	the	idea	in	the	back	of	our	mind.	This	means	that	we	usually	keep	on	talking	about	it	and	watch	the	SaaS	startups	in	the	same	field.	For	our	co-founders,	we’re	not	looking	for	‘managers’	but	for	exceptionally	skilled	and	ambitious	entrepreneurs.	At	eFounders,	the	goal	is	for	each	of	our	startups	to	become	fully
independent.	So	co-founders	need	to	picture	themselves	running	a	billion-dollar	company	in	the	long	term.	Business	and	Technical	Founders	are	responsible	for	transforming	an	idea	into	a	fast-growing	company,	this	implies	to	manage	every	business	or	tech	aspects.	And	the	sooner	you	recruit	co-founders,	the	sooner	they	take	ownership	of	the
project.	The	main	criteria	to	join	eFounders	as	a	Technical	or	a	Business	Founder	are	high.	For	Technical	Founder	the	ideal	candidate:	●	is	an	entrepreneur	and	is	passionate	about	technology	(obviously!);	●	is	a	full-stack	developer	and	a	doer	as	he/she	will	build	everything	on	his	own	(back	&	front-end	technology	with	Node	JS,	Angular	JS,
MongoDB,	etc.);	●	is	able	to	become	a	CTO	which	means	that	he/she	has	the	human	skills	to	build	a	tech	team	and	masters	project	management	as	well	as	recruitment.	The	entry	criteria	for	Business	Founders	includes:	●	being	an	entrepreneur;	●	strong	analytical	skills	and	data-driven	approach;	●	interest	in	software	product	development	and	the
SaaS	market	●	ability	to	lead	and	convince	all	stakeholders	(team,	clients,	press,	investors,	etc.);	●	always	looking	to	go	the	extra-mile	&	highly	self-driven	as	it’s	an	independent	role;	●	learn	fast,	problem	solver	and	strong	business	sense.	For	these	positions,	we	receive	more	than	100	applications	per	month.	That’s	a	lot	so	a	big	part	of	our	jobs	is
dedicated	to	recruitment	because	before	making	an	offer,	applicants	meet	all	the	team	individually.	We	only	choose	4	entrepreneurs	per	year	so	we	better	do	it	right.	Once	we	selected	the	right	ideas	and	have	the	right	people	on	board,	we	move	to	Build	and	Scale	phases.	In	our	Game	Plan,	there	are	different	types	of	processes:	strategy,	admin,	tech,
creative,	product,	marketing,	sales.	The	Game	Plan	is	made	of	166	processes	spaced	out	between	Month	1	and	Month	18.	Build	-	Confront	an	MVP	to	pilot	users	as	early	as	possible	(Usually	lasts	9	months):	●	Do	things	that	don't	scale	●	25	pilot	users	that	use	the	product	on	a	daily	basis	●	Lots	of	product,	little	marketing	●	Confirm	the	Product	/
Market	fit	and	incorporate	the	company	Examples	of	actions	we	carry	out	during	this	phase:	●	Strategy:	Define	Profile	of	Primary	Target	Users/Customers	(Month	#1),	Write	Copy	Strat	Document	(Month	#2),	Define	Brand	Values	(Month	#3),	Draft	First	Pricing	Plan	(Month	#9)	●	Product:	Review	Primary	Mock-Ups	(Month	#1),	Choose/Set	Up	Tools
(Month	#2),	Specify	MVP	(Month	#3),	Set	Up	Payment/Subscription	Management	Tools	(Month	#9)	Scale	-	Test	acquisition	channels	and	transition	to	paying	customers	(Usually	lasts	9	to	18	months):	●	Using	all	means	at	our	service:	marketing,	PR,	recruiting	sales	people	●	Achieve	Monthly	Recurring	Revenue	(MRR)	and	scale	●	Transferring
knowledge	from	the	studio	to	the	co-founding	team	so	they	gradually	build	their	own	team	and	culture	Examples	of	actions	we	carry	out	during	this	phase:	●	Marketing:	Define/Use	Top	SEO	Keywords	and	HTML/Meta	Tags	(Month	#11),	Define/Implement	Social	Media	Ads	Strategy	Facebook/Twitter	(Month	#14),	Conduct	Conversion	Optimization
and	A/B	Testing	(Month	#16),	Analyze	Funnel	Performances/Recommend	UX/UI	Changes	(Month	#16)	●	Sales:	Define	Customer	Support	Channels/Tools	(Month	#10),	Recruit	First	Business	Developer	(Month	#11),	Choose/Implement	CRM	and	Aircall	(Month	#12),	Upgrade/Upsell	Active	Customers	(Month	#14)	Our	platform	is	also	made	of	routine
processes	that	structure	day-to-day	work	and	enables	us	to	always	stay	focused	on	building	and	scaling.	Day-to-day	operations:	routine	processes	and	tools	On	Sunday	evenings,	CEOs	of	each	project	write	an	email	to	the	studio	reviewing	the	past	week	and	explaining	the	agenda	of	the	week	to	come.	They	have	to	specify	the	priority	#1	of	the	week,
how	far	the	project	is	from	its	main	targets.	It’s	also	-	and	above	all	-	a	time	for	the	CEO	to	stop	and	think	in	order	to	stand	back	from	the	day-to-day	operations.	It	can	appear	constraining	but	it’s	actually	a	significant	pillar	of	our	method.	Every	Monday	morning,	we	hold	a	30-minute	Kick-Off	Meeting	for	each	project	during	which	the	entire	team
reviews	the	agenda.	This	session	enables	to	check	that	everybody	knows	where	the	project	is	heading	and	what	has	to	be	done	this	week.	It’s	also	the	right	moment	to	motivate	the	troops	and	if	needed,	to	address	issues.	On	Friday	afternoons,	we	spend	1	hour	for	the	Product	Committee	of	each	project.	This	is	time	to	talk	about	what	has	been	done
during	the	week	in	terms	of	product	(improvements,	mock-ups)	and	what	is	planned	for	the	next	week.	This	meeting	is	the	time	to	debate	and	decide	on	the	product	development,	not	for	a	deep	strategic	thinking.	When	the	projects	enter	their	9th	month,	the	Product	Committee	is	reduced	to	30	minutes	and	a	Marketing	Committee	is	held	during	the
other	30	minutes.	Every	three	months,	a	whole	day	is	dedicated	to	our	internal	Demo	Time.	CEOs	and	CTOs	of	each	startup	have	20	minutes,	including	a	5''	demo,	to	present	their	products	and	plans	for	the	year	ahead	in	front	of	the	studio’s	and	projects’	teams.	One	month	after	a	Demo	Time,	we	fix	the	goals	to	achieve	for	the	next	one	and	we	publicly
display	them	in	our	office.	Teams	are	much	more	determined	and	focused	when	they	have	clear	targets	to	reach.	Tools	we	use	on	a	daily	basis	We	use	a	lot	of	SaaS	products	for	marketing,	sales,	dev,	design	but	like	any	other	company	but	for	our	daily	operations,	we	are	using	a	limited	number	of	tools	to	make	everything	work.	We	use	Trello	to
manage	day-to-day	marketing	and	product	related	tasks.	The	Friday	Product	committee	is	all	about	creating/moving	cards	on	our	Trello	boards.	All	our	Trello	boards	are	organized	as	such:	Backlog	|	To	Do	|	Doing	|	Testing	in	Staging	/	To	Validate	|	Ready	for	Prod	|	Done	this	Week	We	use	Slack	to	manage	day-to-day	communications.	eFounders	and
inhouse	projects	have	common	channels	and	rooms.	And	of	course,	there	are	channels	dedicated	to	each	project	and	tasks.	eFounders’	processes	are	built	to	enable	a	reproducible	experience	each	time	we	create	a	new	company.	However,	the	team	changes	and	it’s	very	important	for	us	that	all	team	members	frequently	put	down	in	writing	their
knowledge	and	tips	for	the	next	generation.	It’s	the	reason	why	we	developed	internal	tools.	One	is	called	The	Books.	Anybody	can	contribute	to	a	book	or	create	a	new	one,	it’s	easy,	we	use	Markdown	syntax.	For	the	other,	we	haven’t	found	a	name	yet	but	it’s	already	active.	The	concept	is	to	write	a	brief	sheet	per	process	of	our	Game	Plan.
OperationX	will	be	our	knowledge	base	and	a	goldmine	on	how	to	create	a	startup	at	eFounders.	Examples	of	sheets:	●	how	to	commit	on	GitHub;	●	how	to	make	comment	on	design;	●	how	to	make	a	social	media	campaign;	●	how	to	master	a	sales	pitch;	●	etc.	A	Network	and	a	Great	Mix	of	Talents	The	main	mortar	of	a	studio’s	platform	is	its	core
team.	eFounders’	team	is	multi-disciplinary:	we	have	a	unique	mix	of	talent	in	order	to	support	our	projects	in	every	way.	The	division	of	tasks	is	also	very	clear:	Creative:	developing	brand	identities	with	smooth	UX/UI	as	well	as	allying	the	product	functionalities	with	great	aesthetics.	Tech	(efounders.co/hackers):	the	team	is	made	of	senior	and	junior
full-stack	hackers	who	code	the	whole	infrastructure	of	a	project	from	scratch	(front-end	and	back-end).	They	develop,	release	and	maintain	our	products	from	the	MVP	to	the	final	stages	along	with	the	tech	founders.	Product:	all	mock-ups	for	each	of	our	product	as	well	as	reflections	on	core	features	and	navigation	on	all	devices.	Marketing	is	divided
into	two:	on	one	side,	there’s	Content	Marketing	to	lead	visibility	initiatives	for	the	studio	and	our	startups	(brand,	website	content,	blogs)	and	on	the	other	side,	Growth	Hacking	to	work	on	user	acquisition	and	lead	generation	as	well	as	organic	(SEO,	inbound)	and	paid	marketing	(SEM,	AdWords,	social	media	campaigns).	Sales
(efounders.co/associates):	the	CEOs	of	each	project	and	Associates	work	hand	in	hand	on	business	development,	from	the	first	pilots	to	the	first	paying	users.	Admin:	co-founders	are	also	supported	in	their	admin	work.	The	team	helps	for	contracts,	accounting,	registration	of	the	brand	and	incorporation.	This	mix	of	talent	is	what	enables	us	to	create,
build	and	scale	startups	faster	than	any	other	organization.	Concretely,	having	such	a	multi-disciplinary	team	makes	it	possible	to	implement	166	processes	without	exterior	help,	using	only	our	internal	resources.	This	is	what	we	call	‘human	capital’.	ContactX	is	a	tool	we	developed	and	use	now	internally	to	manage	our	extensive	network.	All	projects
can	have	a	look	at	our	6000	contact	database	and	find:	●	pilot	users,	●	new	recruits,	●	experts,	●	journalists	as	well	as	investors.	For	each	contact,	apart	from	the	basic	info	(email	address,	job),	the	relationship	he	or	she	has	with	an	eFounders	team	member	is	specified.	We	think	it’s	the	best	way	to	have	impactful	introduction.	The	Network	is	a	Slack
community	we	created	to	gather	all	eFounders’	friends,	startup	teams	(once	they	left	the	studio)	and	alumni.	We	have	channels	like	marketing,	content,	talents-needed,	tech.	The	two	basic	words	that	define	best	eFounders	are:	‘Startup	Studio’	and	‘SaaS’.	So	we	created	two	communities	around	these.	SaaS	Club	is:	●	a	weekly	newsletter	featuring



SaaS	products	under	the	radar	and	the	best	SaaS	articles	of	the	week	●	a	website	where	soon	we	will	gather	more	than	a	database	of	content,	stay	tuned	:)	Build	Together	is:	●	a	bi-monthly	newsletter	about	startup	studios’	lives,	the	startups	they	build	or	invested	in	and	the	theories	around	the	model	●	a	website	where	you	can	find	a	database	of	all
startup	studios	around	the	world	-	we	already	gathered	more	that	150	studios	-	as	well	as	resources	(mainly	all	the	articles	that	have	been	featured	in	our	newsletter).	We	also	have	a	special	network	for	our	beta	testers.	It’s	actually	a	contact	list,	we	email	its	members	when	we	want	one	of	our	MVP	to	be	beta-tested.	Want	to	be	part	of	it?	Send	us	an
email	at	[email	protected]	Independence	of	our	Startups:	the	Growth	Phase	eFounders’	philosophy	is	that	our	startups	become	100%	operationally	independent	after	18	months.	For	instance,	it’s	exactly	what’s	happening	to	Aircall	these	days.	At	that	moment,	our	projects	enter	the	Growth	phase.	If	the	studio	has	done	its	job	well,	our	habits	of
processes	and	our	culture	is	transferred	to	the	project’s	teams.	Actually,	most	of	our	startups	keep	Kick-Off	Meetings	and	Product	Committees	after	they	leave	the	studio.	However,	we	think	it’s	very	important	that	each	project	gradually	builds	their	own	DNA	and	culture.	Our	platform	strengthens	creativity	and	agility.	It	is	a	great	-	and	we	think	the
best	-	way	to	spend	time	on	what	to	do	instead	of	wasting	time	on	how	to	do.	If	these	processes	are	deeply	anchored	in	our	daily	way	of	working,	it	makes	possible	to	build	better,	faster	and	bigger.	The	best	evidence	we	have	to	prove	this	are	the	companies	that	grew	out	from	our	experiments.	Mailjet	and	Textmaster	were	created	the	same	year	than
the	studio	and	raised	respectively	11M$	and	5M$	in	2015;	Mention,	created	in	2012,	already	counts	500.000	users;	Front	App	raised	10M$	with	outstanding	investors	(Social	Capital,	BAs	like	Slack	and	Intercom	CEOs)	last	June;	and	Aircall	raised	2.75M$	with	Balderton	Capital	last	January.	This	year	in	2016,	4	projects	have	been	released	publicly:
Hivy	(hivyapp.com),	Spendesk	(spendesk.com),	Forest	(forestadmin.com)	and	Illustrio	(illustrio.com)	and	4	projects	are	in	the	pipe	for	2017.	And	4	new	projects	are	coming	for	2017…	stay	tuned!	We	hope	you	will	be	able	to	use	our	Game	Plan	to	create	your	platform	and	your	network	of	startups.	-	Thibaud	Elziere	and	Pauline	Tordeur	Building	a	100%
co-owned	venture	builder	Money	is	running	out,	time	to	close	shop	is	coming	closer.	Yet	you	want	to	keep	your	team	together.	You	are	looking	into	all	options	from	mundane	to	exotic,	and	decide	to	turn	your	team	into	a	venture	builder.	This	is	what	the	Lab.Coop	team	did,	and	now	you	can	explore	how	they	did	it.	Their	story	is	a	remarkable	example
of	how	you	can	lay	the	foundations	to	a	startup	studio	that	has	the	ways	and	means	to	grow	big.	Back	in	2013	when	I	first	entered	the	world	of	startups,	there	were	a	few	companies	that	stood	out	in	the	Budapest	startup	ecosystem.	One	of	them	was	called	Brickflow,	run	by	entrepreneur	Peter	Langmár.	When	I	first	heard	of	them,	their	product	was	a
kind	of	Twitter	live-wall	for	events,	that	showed	eventrelated	tweets	in	nice	and	shiny,	animated	squares	as	a	way	of	telling	the	story	of	what’s	happening.	They	seemed	like	a	great	example	of	a	bright	idea	launched	in	Hungary	that	is	ready	to	take	on	the	World.	Peter	and	his	team	raised	money,	got	into	some	of	the	finest	accelerators	in	this	part	of
the	World,	their	team	was	growing.	Back	then,	for	me	this	was	a	much	more	useful	and	relatable	example	to	look	at	than	any	distant	unicorn.	Peter	and	his	cofounder	Tamás	also	managed	to	build	a	culture	that	drew	in	talent	from	home	and	abroad.	Like	Daniel	Nagy	who	at	the	time	worked	for	a	large	telco	company	in	Germany,	but	found	his	online
marketing	work	too	empty.	The	Brickflow	team	took	him	and	gave	him	the	opportunity	to	shine	as	their	new	Head	of	Marketing.	By	2014	the	team	raised	over	250k	USD	mainly	from	Hungarian	investors	and	from	Startup	Wise	Guys,	a	Tallinn	based	accelerator.	The	challenge	was	with	maintaining	user	growth	and	keeping	users	active.	After
continuous	pivoting	and	optimizations,	they	turned	Brickflow	into	a	content	recommendation	system	for	Tumblr.	That	brought	them	the	much	needed	traction.	Unfortunately,	not	quite	in	time.	They	realized	that	despite	growth,	they	will	run	out	of	money	a	few	months	before	they	could	secure	a	second	round.	When	the	money	ran	out,	the	board
agreed	to	close	shop,	made	the	Brickflow	code	and	lessons	learned	open	source	(	and	discontinued	the	company.	But	they	wanted	to	keep	the	team	together,	in	a	new	form.	Peter	raised	the	idea	of	creating	a	new	venture	builder,	which	would	start	as	a	product	house.	Then,	once	their	cash-flow	enables,	would	start	producing	startups.	Six	out	of	the
seven	people	said	yes	to	this	new	idea.	Lab.Coop	was	born.	New	momentum	The	vision	was	to	build	a	studio	where	internal	ideas	are	nurtured	and	launched	after	funding	the	initial	build	and	validation	from	their	own	resources.	Like	Twitter,	Medium,	Dollar	Shave	club	and	a	myriad	of	other	inspiring	companies	that	spawned	in	such	studios.	But	as
with	any	new	venture	builder,	there	was	the	issue	of	money.	No	investor	will	give	you	enough	money	to	fund	a	full-scale	venture	builder	team	that	has	yet	to	show	traction.	They	did	not	have	money	on	their	own.	So	they	started	where	they	could:	work	as	agency,	survive,	build	up	momentum,	and	once	possible,	use	spare	internal	resources	to	build
their	own	products	and	companies.	After	going	down	this	path,	they	could	barely	keep	their	head	above	waters	for	the	first	3-4	months.	Yet,	the	team	not	only	stuck	together,	but	also	there	were	developers	who	joined	them.	We	can	account	this	to	the	trusting	environment	and	transparency	that	Peter	and	Tamás	initiated	and	the	Lab.Coop	core-team
embraced.	As	they	picked	up	momentum	and	stabilized	their	cash	flow	coming	from	their	development-agency	work,	they	started	to	gradually	expand	their	vision.	They	saw	great	unfulfilled	demand	for	developers.	So	they	co-created	a	coder	school	called	Green	Fox	Academy,	together	with	Digital	Natives,	another	Hungarian	product	development
team.	This	new	joint	venture	teaches	coding	and	acts	as	a	recruitment	agency	for	those	who	graduate	from	their	coding	camp.	Their	core	team	grew	from	7	to	21	-	to	35	if	you	count	the	staff	of	all	their	ventures	-	in	a	year	or	so,	and	there	is	no	end	in	sight.	The	agency	business	is	booming	and	now	they	can	afford	to	allocate	people	to	own	startup
initiatives.	The	grand	vision	is	to	create	an	umbrella	of	companies.	They	spun-off	all	the	agency	work	into	a	new	company	called	Chain.Reaction.	Their	Green	Fox	Academy	is	tripling	in	2016.	And	their	latest	initiative	will	be	Central	Europe’s	first	hardware	accelerator,	called	SmartWare.tech.	The	reason	behind	building	these	non-startup	ventures	first
is	risk.	Startups	fail	most	of	the	time,	and	it's	very	hard	to	use	startup	initiatives	as	the	basis	for	a	venture	builder,	if	you	are	bootstrapping.	On	the	other	hand,	with	an	exceptional	Team	you	can	build	up	a	cash-flow	machine	that	will	give	you	room	to	experiment	-	without	the	need	to	rely	on	outside	capital.	Ownership	is	everything	But	what’s	their
secret	sauce?	As	in	any	part	of	the	world,	developers	are	in	high	demand.	In	Budapest	and	the	region	there	are	hundreds	of	service	centers,	other	agencies	and	a	few	well	funded	startups	that	are	hunting	for	coders.	How	could	a	small	and	fragile	wannabe	venture	builder	manage	to	win	over	the	hearts	and	minds	of	dozens	of	skilled	people?	The
answer	is	ownership.	In	the	early	days,	when	they	had	no	money,	the	team	decided	that	they	want	to	become	a	band	of	entrepreneurial	people	capable	of	self-management	and	self-motivation,	who	take	ownership	of	their	entire	venture.	They	knew	they	can’t	pay	top-dollar	to	employees	right	away.	So	the	most	feasible	way	forward	was	to	split	the
company.	Which	also	meant	that	everybody	will	take	the	same	risks.	Which	also	meant	that	they	can	close	the	usual	motivational	gap	between	founders	and	everybody	else.	While	most	of	the	guys	were	doing	agency-work	to	pay	the	bills,	Peter	explored	several	options	to	split	ownership	of	their	newly	established	company.	He	wanted	to	find	a	way	that
not	only	splits	the	profits	of	the	venture,	but	also	gives	everybody	the	chance	to	participate	in	high-level	decisions.	Employee	Stock	Option	Pool	is	nice,	but	the	equity	is	split	unevenly,	and	for	the	employees	it’s	only	good	in	the	event	of	a	successful	exit.	To	answer	all	their	needs,	Peter	finally	proposed	that	Lab.Coop	shall	be	a	company	owned	by	their
employees	in	a	system	that	continuously	adjusts	equity	split	based	on	people’s	performance.	This	provides	the	desired	financial	incentives	and	also	entrusts	a	great	deal	of	influence	to	employees…	The	longer	you	are	at	the	company	and	the	more	and	more	complex	work	you	do,	the	more	shares	you	will	have.	Their	compensation	formula	was	inspired
by	Buffer	and	similar	companies.	It	regulates	salary,	common	and	preferred	stocks	and	such.	This	provides	a	structure	that	lets	them	scale	and	keeps	employees	engaged	to	the	maximum.	Given	that	co-ownership	doesn’t	turn	into	chaos!	---	This	was	my	first	gut	reaction	when	I	heard	about	their	setup.	But	Peter	explained,	that	on	top	of	co-ownership,
they	built	a	scalable	operating	system	for	the	company,	based	on	holacracy.	Instead	of	a	traditional	hierarchy.	It’s	a	kind	of	peer-to-peer	“operating	system”	that	increases	transparency,	accountability,	and	agility	across	the	organization.	This	is	achieved	through	transparent	rules	and	meeting	processes.	They	distribute	authority	across	team	members,
empowering	all	employees	to	take	leadership	for	a	certain	part	of	the	organization.	Even	the	power	of	the	CEO	is	balanced	by	their	organizational	constitution.	And	by	defining	processes	and	policies	together,	the	Lab.Coop	team	can	continuously	enhance	the	way	they	work.	Domains	are	split	between	the	team	members.	Everyone	can	suggest	rule
changes	to	any	process.	But	only	those	rules	will	be	implemented	that	the	owner	of	that	specific	area	thinks	will	make	system	better	and	others	see	no	harm	by	doing	the	change.	Salaries	are	based	on	transparent	formulas	to	make	the	need	for	individual	and	non-transparent	agreements	obsolete.	Salaries	are	based	on	transparent	formulas	to	make
the	need	for	individual	and	non-transparent	agreements	obsolete.	In	the	recent	months	they	implemented	a	Badge-Based	Compensation	Scheme	to	enable	the	factors	of	compensation	to	also	evolve	in	a	peer-to-peer	tension	driven	way.	This	scheme	allows	Partners	to	define	and	earn	“Badges”,	where	each	Badge	represents	a	useful	skill	(or	a	talent,
capacity,	achievement,	area	of	knowledge,	or	something	similarly	useful	for	determining	compensation).	Partners	earn	a	Badge	by	demonstrating	the	skill	it	represents	to	peers	who	already	hold	that	Badge,	or	to	a	“Badge	Bootstrapper”	role	if	not	enough	people	hold	the	Badge	yet.	Anyone	can	also	propose	a	new	Badge	to	capture	useful	skills	that
aren’t	already	covered	in	the	“Badge	Library.”	The	scheme	then	defines	Partner	compensation	by	mapping	different	sets	of	Badges	to	specific	compensation	levels.	Partners	are	paid	based	on	their	most	valuable	set	of	Badges.	Anyone	can	propose	new	or	changed	badge	set	valuations	based	on	tensions	(usually	based	on	a	sense	of	internal	or	market
unfairness).	This	system	gives	people	the	authority	and	responsibility	to	evolve	the	compensation	system	to	resolve	their	wage	tensions.	Similar	criteria	are	used	to	determine	changes	in	employee	stock	ownership.	The	company	then	issues	and	distributes	new	stock	based	on	the	results,	in	compliance	with	Hungarian	law.	As	their	foundation	was	built
on	trust,	the	Lab.Coop	team	didn’t	need	long	contracts	between	founders	and	co-owners.	In	the	early	days	everybody	stretched	their	limits,	worked	their	ass	off	to	be	able	to	go	forward.	Their	operating	system	evolved	through	iterations,	and	their	biggest	challenge	was	to	figure	out	how	to	implement	their	co-ownership	model	in	the	local	legal	system.
While	sorting	out	this,	and	building	up	their	cash-flow,	Peter	started	to	dig	into	the	startup	studio	topic,	to	explore	best	practices,	examples	for	thriving	agencies,	and	alike.	This	is	how	they	decided	on	the	mixed	model.	Lab.Coop	is	a	tech	venture	builder,	co-owned	by	its	entrepreneurs.	It	develops	and	services	the	portfolio	companies:	a	digital	product
lab,	a	school,	an	accelerator,	and	a	sales	house	so	far.	Looking	ahead	This	is	in	line	with	the	evolving	Lab.Coop	vision.	They	started	with	a	few	key	points	-	like	co-ownership	and	building	startups	together	-	and	now	they	are	gradually	filling	up	these	points	with	experience,	and	make	it	a	living,	thriving	vision.	One	might	think,	that	using	co-ownership
and	holacracy	limits	Lab.Coop’s	recruitment	options.	You	need	a	special	breed	of	people,	who	are	excellent	at	what	they	do,	are	capable	of	self-management	and	are	willing	to	act	as	coowners	of	an	experimental	organization.	As	it	turns	out,	this	entire	setup	is	a	practical	first-filter,	that	draws	in	the	right	kind	of	talent	who	really	have	the	required
traits.	The	Lab.Coop	team	needs	to	put	considerable	effort	-	more	than	they	thought	-	into	educating	newcomers,	but	this	extra	effort	pays	off.	There	are	still	some	open	questions	about	the	future	of	Lab.Coop,	from	a	venture	builder	perspective.	How	will	they	split	their	team	and	the	equity	between	team	members	once	the	venture	builder	arm	is	up
and	running.	How	will	they	involve	VC	money	once	needed	to	boost	the	growth	of	their	homemade	startups?	How	can	they	resolve	the	common	startup	studio	related	redflags	raised	by	investors?	They	will	answer	these	questions	in	time.	Looking	at	their	amazing	growth,	we	won’t	have	to	wait	too	long	to	find	out.	Even	until	then,	Lab.Coop	is	an
inspiring	and	transparent	example	of	how	to	turn	the	tide	of	a	startup	going	downhill	and	turn	it	into	a	thriving	band	of	entrepreneurialminded	startup	builders.	Building	startups	from	megatrends	The	following	is	a	guest	chapter	written	by	Henry	Nilert,	Niko	Porkka	and	Juho	Oranen	from	Midealab.	Midealab	is	a	venture	builder	that	emerged	in	the
summer	of	2015	when	three	successful	Finnish	and	Swedish	serial	entrepreneurs	joined	forces.	Since	then	they’ve	grown	three	ventures,	expanded	their	team	now	counting	over	25	people	in	several	countries,	and	are	a	good	example	of	how	fast	you	can	grow	a	studio.	One	of	their	key	ingredients:	How	they	spot	mega-trends…	At	Midealab	we	are	a
team	of	serial	entrepreneurs,	developers,	designers	and	marketers	with	a	passion	for	bringing	new	business	ideas	to	life.	Our	goal	is	to	build	startups	quickly	and	efficiently	leading	to	a	valuable	portfolio	of	digital	ventures.	Individually	we	have	been	involved	in	building	companies	for	many	years.	We	were	considering	new	ventures	in	several	different
areas	that	we	found	interesting	and	wanted	to	continue	building	them,	yet	felt	the	current	methods	of	launching	new	ventures	were	inefficient.	Too	often	in	very	early	startups,	teams	waste	precious	time	getting	their	basic	set-up	right,	going	to	Ikea	to	furnish	an	office,	dealing	with	company	establishment	and	accounting,	figuring	out	what	kind	of
coffee	machine	to	buy.	And	that’s	before	tackling	fundamental	issues	like	how	to	fund	the	early	MVP	and	market	validation,	securing	early	stage	investors	and	recruiting	the	right	people.	Acquiring	all	these	competencies	into	a	startup	requires	a	lot	of	effort.	Better	to	streamline	all	of	these	into	one	platform	that	supports	multiple	startups	rather	than
just	one	on	its	own.	After	all,	there’s	no	point	in	starting	from	scratch	every	time.	This	led	us	to	consider	the	startup	studio	model	as	a	way	to	quickly	and	cost	efficiently	develop	ideas	from	concept	to	market	validation.	The	idea	is	simple	yet	effective.	The	startup	studio	platform	provides	the	core	ingredients	needed	to	build	a	great	company,	allowing
the	venture	team	to	put	all	their	energy	into	developing	the	product	and	making	it	work	out	big	time.	This	reduces	the	cost	of	early	market	validation,	removing	many	of	the	inefficiencies	in	the	traditional	startup	model.	With	the	digital	economy	becoming	more	competitive,	successfully	launching	a	new	product	requires	world-class	execution	on	every
level:	tech	development,	design,	marketing,	go	to	market.	Many	of	these	are	repeatable	competencies	that	can	be	supported	centrally	by	a	startup	studio	without	each	new	startup	having	to	acquire	them	in	the	early	stages.	Getting	this	right	allows	the	startup	team	to	focus	on	what’s	critical	for	success	in	the	early	stages,	namely	product	development
and	go	to	market.	The	venture	studio	provides	a	lot	of	key	competencies	so	that	the	team	can	get	down	to	execution	from	day	one.	Getting	started	We	initially	got	to	know	each	other	through	the	vibrant	Finnish	and	Estonian	startup	scene	where	we	had	been	active	for	several	years	as	founders,	advisors	and	investors.	Niko	and	Juho	had	been	working
with	Lapioworks	combining	venture	building	and	consulting	to	startups	and	larger	companies.	Henry	had	recently	sold	his	second	startup	to	a	larger	company	and	wanted	to	roll	the	dice	again.	We	all	wanted	to	focus	on	our	passion	for	identifying	and	developing	early	stage	opportunities.	We	had	all	started	companies	from	scratch	and	didn’t	want	to
go	through	that	Ikea	moment	again.	We	felt	there	was	a	better	way	to	utilize	our	combined	experiences	and	networks,	enabling	us	to	pursue	the	several	interesting	and	challenging	opportunities	we	were	looking	at.	The	startup	studio	was	the	obvious	model.	Everything	began	to	fall	into	place	during	the	summer	of	2015.	Niko	and	Juho	sold	the
consulting	part	of	their	business	and	Henry	made	the	decision	to	again	focus	on	new	ventures.	Key	to	the	studio	model	is	to	have	the	ability	to	ideate,	develop	and	test	new	ideas	quickly.	For	this	we	needed	great	development	resources,	which	given	the	boom	in	regional	startups	was	becoming	difficult	to	attract.	We	had	been	working	on	a	previous
startup	with	Ukrainian	developers	through	an	outsourcing	company,	which	was	great	but	hardly	ideal	for	the	studio	model	as	this	didn’t	allow	us	to	work	closely	enough	with	the	team.	We	needed	our	own	studio	and	were	attracted	by	the	deep	pool	of	talent	available	in	Ukraine.	Working	in	Ukraine	is	not	always	straightforward	but	with	a	bit	of
perseverance,	the	right	people	and	a	bit	of	luck	we	opened	up	our	studio	in	Lviv	in	May	2015.	Interesting	opportunities	attract	great	people	and	Midealab	has	been	able	to	find	incredibly	talented	colleagues	by	offering	an	open	and	dynamic	working	environment	where	people	can	take	responsibility,	explore	new	technologies	and	be	part	of	creating
something	new.	In	markets	like	Ukraine	there	are	many	tremendously	talented	people	for	whom	entering	the	startup	world	is	not	an	obvious	alternative	as	they	lack	the	networks	or	range	of	skills	needed	to	put	together	a	new	venture	from	scratch.	By	joining	a	startup	studio,	they	can	focus	on	the	development	of	new	ideas	with	proper	support	and
the	opportunity	to	participate	in	the	equity.	To	this	we	added	a	different	approach	to	recruiting,	based	on	hackathons,	where	we	invite	potentially	interesting	people	to	join	the	team	for	a	weekend	as	we	ideate	new	opportunities	or	develop	solutions	for	existing	ventures.	This	allows	both	the	existing	team	and	new	recruits	to	work	together	on	great
ideas,	get	to	know	each	other	and	feel	the	startup	vibe.	Still	today	hackathons	remain	at	the	core	of	Midealab’s	ideation	and	recruiting	process.	Fast	forward	one	year	and	today	we	have	over	25	passionate	people	across	three	funded	startups;	offices	in	Lviv,	Helsinki	and	Tallinn;	a	growing	network	of	investors	and	partners,	and	new	exciting	ideas	in
the	pipeline.	Being	located	in	Helsinki,	Tallinn	and	Lviv	enables	us	to	benefit	from	three	very	interesting	ecosystems	all	having	their	specific	strengths.	Ukraine	with	its	deep	pool	of	development	talent,	Estonia	being	a	seriously	entrepreneur-friendly	market,	and	Finland	a	great	incubator	of	technologies	and	ideas	with	a	very	well	developed	startup
scene.	On	top	of	this	we	have	over	the	years	developed	extensive	personal	and	professional	networks	across	Europe	and	the	US	that	we	tap	into	to	find	the	right	people	and	partners	to	support	market	entry	and	other	resources	needed	to	help	our	startups	succeed.	This	setup	allows	Midealab	to	provide	the	core	ingredients	in	building	ventures	and
empowers	teams	to	focus	on	what’s	important	for	success.	We	are	constantly	building	our	capacity	to	develop,	implement	and	fund	ideas,	and	to	attract	great	talent.	Focus	on	megatrends	The	‘Midea’	in	our	company	name	refers	to	mega	ideas	-	ideas	with	the	potential	to	disrupt	an	emerging	market	and	go	big.	Key	to	finding	the	right	mega	idea	is	to
identify	trends	that	will	have	high	organic	growth	rates	for	years	to	come.	The	growth	and	disruption	resulting	from	these	megatrends	opens	up	huge	possibilities	for	startups	to	introduce	new	solutions	and	build	category-	leading	companies.	Even	more	interesting	is	to	explore	the	opportunities	that	arise	when	two	or	more	megatrends	collide.	For
example,	the	rise	of	social	media	combined	with	the	increasing	availability	of	mobile	data	is	creating	huge	opportunities	in	mobile	video,	virtual	reality	and	related	fields.	Changes	to	the	way	we	work,	combined	with	better	devices	has	resulted	in	opportunities	to	build	better	collaboration	platforms	and	communication	tools.	The	digitalization	of
education,	the	popularity	of	social	media	and	mobile	gaming	is	leading	to	the	emergence	of	education	tools	integrating	gamification	and	social	media.	It’s	easy	to	believe	that	everything	internet	and	mobile	has	been	‘done’,	that	the	big	companies	have	insurmountable	monopolies	and	that	truly	fresh	opportunities	are	few.	We	disagree:	Change	is
accelerating,	megatrends	emerge	and	combine	to	reveal	new	opportunities.	Key	is	to	be	able	to	identify	these	and	pursue	them	rapidly	and	efficiently.	Identifying	mega-ideas	is	not	enough.	An	important	question	is	whether	the	timing	is	right	to	develop,	raise	funding	for,	and	launch	a	new	startup.	Timing	has	always	been	key	to	startup	success	and
this	is	one	of	the	key	criteria	we	consider	in	selecting	which	ideas	to	pursue.	We	segment	the	development	of	megatrends	into	three	phases:	1.	2.	The	early	innovation	phase:	Ideas	at	this	stage	have	yet	to	become	mainstream.	There	may	already	be	a	lot	of	buzz	and	action	around	the	trend	but	it’s	not	yet	ripe	enough	for	a	larger	market	entry,	which	is
typically	several	years	away.	During	this	stage,	startups	need	to	search	for	the	right	market	traction	and	require	patience	and	money	to	survive	until	the	market	matures.	We	follow	trends	at	this	stage	very	carefully	keeping	a	close	eye	on	those	that	are	ready	to	break	out	into	the	growth	stage.	Growth	stage:	This	is	where	we	want	to	be,	the	so	called
‘party	time’	for	startups.	At	this	stage	masses	of	consumers	are	adopting	new	behaviors	and	technologies,	meaning	there	are	great	opportunities	to	offer	solutions	that	fit	the	demand.	Mobile	video	is	a	great	example	of	how	consumer	behavior	has	changed	as	4G	has	become	mainstream,	opening	up	new	service	possibilities	-	think	Snapchat	and	Shuut.
Some	trends	are	not	necessarily	global,	meaning	that	while	a	trend	may	already	be	slowing	down	within	mature	markets	it	might	be	just	taking	off	in	developing	ones.	For	example,	the	mobile	app	market	is	saturating	in	developed	markets,	but	there	is	still	huge	potential	in	emerging	markets	where	consumers	are	only	now	switching	to	3.	smartphone
and	app	usage.	Saturation	phase:	Even	the	greatest	parties	come	to	an	end.	Once	the	hyper	growth	stage	has	passed	and	the	market	saturates,	launching	new	ventures	becomes	more	of	a	‘corporate	game’	requiring	larger	financial	resources.	Mobile	gaming	is	reaching	this	stage.	The	same	applies	to	social	media	and	communication	platforms.	Ideas
at	this	stage	are	usually	not	ripe	for	startups.	Further	criteria	for	all	of	our	startups	is	implementability:	Do	we	have	the	capability	in	terms	of	people,	expertise	and	other	resources	to	launch	the	venture?	Is	there	a	realistic	chance	to	enter	the	market	and	grow?	When	looking	into	implementability	we	identify	certain	types	of	ventures	that	are
especially	appealing	to	us,	in	particular	where	a	company	does	not	require	heavy	operations	to	deliver	value	and	scale.	Here	there	are	big	differences	between	startups	-	think	Rocket	Internet	with	tens	of	thousands	of	people	and	a	$3	billion	market	capitalization	vs.	Supercell	with	less	than	200	people	and	a	$10	billion	market	cap.	What	explains	this?
Rocket	Internet	runs	operationally	heavy	companies	within	e-commerce	and	food	delivery	that	require	significant	human	resources	to	deliver	value.	On	the	other	hand,	the	likes	of	Supercell,	Whatsapp,	Snapchat	and	Tinder	develop	valuable	products	that	scale	independently	of	their	human	resources.	How	we	build	ventures	Midealab’s	venture
development	process	is	built	on	three	key	steps:	A	discovery	phase	during	which	we	research	ideas	and	develop	concepts,	a	build	phase	where	we	turn	concepts	into	MVPs	that	can	be	validated	in	the	market,	and	a	growth	phase	where	validated	products	are	built	into	high	growth	ventures.	In	the	discovery	phase	we	rely	heavily	on	market	research
and	our	general	understanding	of	various	market	trends	and	opportunities.	Once	we’ve	narrowed	down	a	particular	opportunity	we	typically	organize	a	hackathon	where	we	invite	people	to	develop	the	concept	in	more	detail	over	a	few	days.	We	might	complete	some	early	market	validation	at	this	stage,	and	ask	a	lot	of	questions	around
implementability	-	what	would	it	take	to	get	this	idea	off	the	ground?	Do	we	have	or	can	we	find	the	right	people?	Are	investors	interested?	In	the	build	phase	we	move	to	develop	a	minimum	loveable	product	for	further	market	validation	and	fine	tuning	the	product-market	fit.	We	delve	deeper	into	business	development	and	marketing	to	understand
how	and	where	we	can	best	enter	the	market.	The	startup	begins	to	emerge	during	this	stage,	and	we	build	a	strong	dedicated	team	by	identifying	core	competencies	needed	to	enable	fast	growth.	We	also	ensure	sufficient	funding	is	available	from	our	network	of	seed	investors	for	a	reasonable	runway.	Once	launched	and	funded	the	startup	enters
the	growth	stage.	Initially	Midealab	remains	deeply	involved,	providing	support	on	strategy,	recruiting,	funding	and	other	areas.	Over	time	the	startup	begins	to	operate	more	independently	from	the	studio.	Let’s	look	into	how	this	has	worked	out	for	us	in	practice:	One	area	we’ve	recently	been	excited	about	is	mobile	video.	A	key	signal	was	when	we
realized	that	basic	mobile	contracts	for	our	and	our	friends’	children	were	available	with	4G	instead	of	3G,	leading	to	steep	increases	in	mobile	video	consumption.	We	naturally	also	followed	the	overall	shift	of	web	services	like	Facebook	to	mobile,	and	the	emergence	of	mobile	video	platforms	such	as	Snapchat	and	Instagram.	Last	fall	we	organized	a
hackathon	to	flesh	out	opportunities	in	this	particular	space,	inviting	developers,	designers	and	business	people	to	work	for	a	weekend	exploring	ideas	around	mobile	video.	During	the	hackathon	we	narrowed	the	focus	to	mobile	video	advertising,	a	huge	trend,	and	how	we	could	make	this	accessible	to	anyone.	The	outcome	was	Shuut,	a	mobile	app
that	simplifies	the	creation	and	publication	of	mobile	video	ads	by	a	factor	of	10.	We	put	together	a	team,	partly	drawn	from	people	who	participated	in	the	hackathon	and	started	building	a	first	version	of	the	app.	After	further	validation	and	discussions	with	potential	partners	and	investors	we	raised	seed	funding	for	the	project.	Today	Shuut	is	one	of
the	easiest	ways	to	advertise	with	video	on	Facebook	and	is	getting	ready	to	roll	out	globally.	Another	mobile	video	startup	in	our	portfolio	is	Klip,	the	dating	app.	The	trigger	here	was	the	disappointment	some	of	our	colleagues	felt	with	current	dating	apps.	Photoshopped	profile	pictures	and	text-only	chats	were	giving	a	misleading	picture	of	potential
matches,	resulting	in	broken	hearts	and	the	loss	of	valuable	coding	time!	The	solution	was	a	new	approach	to	integrating	video	into	dating.	In	this	case	we	joined	a	Garage48	hackathon	in	Odessa	which	we	ended	up	winning.	Things	got	going	quite	rapidly	from	there	as	we	formalized	the	team,	secured	angel	investors	and	developed	the	product	for
launch	a	few	months	later.	In	both	cases	the	startup	studio	structure	was	key	to	developing	the	ventures	from	idea	to	launch,	allowing	the	team	to	focus	100%	on	product	development	and	getting	to	market	faster	and	at	lower	cost.	Midealab’s	objective	is	to	get	ventures	past	the	build	phase	in	a	relatively	short	period	of	time,	with	a	solid	product-
market	fit,	sufficient	funding	and	a	strong	dedicated	team	that	can	focus	on	growth.	A	good	example	is	our	portfolio	company	Future	Dialog	where	the	initial	idea	and	concept	was	developed	late	2015	and	the	first	customers	signed	up	in	February	2016.	Today	Future	Dialog	has	a	dedicated	team,	is	reaching	monthly	profitability	and	is	on	track	to
achieve	rapid	growth	as	an	independent	company.	Going	forward	There	are	no	shortcuts	when	building	new	ventures,	but	we	have	learnt	that	you	can	significantly	enhance	the	odds	by	making	sure	that	the	key	ingredients	for	new	ventures	are	already	in	place:	great	people,	good	ideas	and	sufficient	funding.	The	startup	studio	platform	enhances	new
ventures’	probability	of	success	by	making	these	components	available	to	the	venture	team	so	they	can	focus	on	the	essentials	of	product	development	and	go	to	market.	With	one	company	in	the	growth	phase,	two	funded	ventures	and	several	new	ideas	under	development,	Midealab	has	had	a	chance	to	test	and	refine	the	effectiveness	of	its	model.
Our	footprint	in	Ukraine,	Finland	and	Estonia,	together	with	our	networks,	has	allowed	us	to	attract	a	diverse	group	of	colleagues	who	share	our	vision	of	bringing	new	ideas	to	life	and	building	great	companies.	As	Zig	Ziglar	would	say,	“You	don’t	build	a	business;	you	build	people	and	then	people	build	the	business”,	and	we	take	this	to	heart.	If	you
have	talent	and	a	passion	for	building	great	companies,	or	if	you	have	an	idea	you	would	like	to	work	with	us	on,	then	please	get	in	touch.	If	you’re	an	investor	focused	on	early	stage	opportunities	and	would	like	to	be	involved	with	a	platform	that	can	explore	these	effectively	then	we’d	love	to	have	you	in	our	network.	Change	is	accelerating.
Megatrends	will	emerge	and	combine	to	reveal	new	opportunities.	At	Midealab	we	will	be	exploring	and	implementing	these	next	mega-ideas.	To	get	in	touch	with	us,	check	out	-	Henry	Nilert,	Niko	Porkka,	Juho	Oranen	Culture	is	a	verb	Back	in	2015	when	I	started	my	research	about	startup	studios,	Jons	Janssens,	serial	entrepreneur	from	Amsterdam
was	among	the	very	first	people	I’ve	talked	to	about	this	phenomenon.	Back	then	they’ve	just	started	a	venture	studio	called	Backspace.	They	viewed	themselves	as	a	‘publisher	of	technology’,	with	a	business	model	that	is	similar	to	what	Blizzard	is	for	games.	To	accomplish	this,	you	need	a	team	with	a	strong	culture.	Call	it	purpose,	mission,	North
Star,	BHAG,	vision,	calling,	legacy:	they’re	all	different	ways	to	feel	good	about	how	you’re	spending	your	days.	To	do	this	in	an	organization	that	repeatedly	has	to	produce	ideas	and	make	business	out	of	ideas,	that’s	a	grand	challenge.	In	the	following	guest	chapter	written	by	Jons	Janssens	and	Barbara	Putman	Cramer,	Backspace	shares	some	of
their	recipes	and	ingredients	about	how	to	coop	up	a	culture	that	makes	all	this	possible.	Do	you	care	about	the	work	you	do?	Do	you	understand	why	you’re	building	that	particular	product?	With	people	spending	almost	one	third	of	their	lives	working,	work	exceeds	its	primary	goal	of	providing	income	and	a	sense	of	community.	No	wonder	there’s	a
growing	volume	of	books	and	articles	spent	on	the	meaning	of	work,	employee	happiness	and	the	‘why’	behind	your	company.	At	Backspace,	we	see	work	as	more	than	just	trading	time	for	money.	And	we	keep	asking	ourselves	the	type	of	questions	mentioned	above.	Both	at	the	office,	and	at	home.	Backspace	is	a	venture	studio.	A	place	where
founders	grow	their	ideas	into	meaningful	companies	with	a	dedicated	team	of	eleven	specialists	as	the	third	co-founder.	The	Backspace	team	currently	works	on	three	companies:	Florin	(conditional	payments),	BYBORRE	(smart	textiles)	and	Soverin	(honest	email).	If	you	count	Backspace	too,	that	makes	four.	And	we	do	count	Backspace,	because	we
are	as	much	a	‘an	idea	growing	into	a	meaningful	company’	as	the	ones	in	our	portfolio.	This	chapter	shows	you	what	core	insights	got	us	to	1)	put	culture	on	a	pedestal,	2)	what	it	took	to	shape	a	culture	with	a	completely	new	team	within	six	months	and	3)	how	we	embedded	important	rituals	to	guarantee	culture	stays	top	of	mind	and	heart	with	us,
and	in	our	ventures.	Of	course,	the	failures	along	this	process	are	as	much	celebrated	as	the	successes.	Backspace’s	current	focus	is	a	hybrid	of	companies	grown	from	internal	ideation	and	external	owners.	In	our	own	start-up	phase,	we	thought	it	would	be	important	to	function	as	self-starters	instead	of	a	‘jury’	selecting	ideas.	When	the	studio	was
up	and	running	for	about	a	year,	we	started	an	internal	process	of	what	all	Backspacers	consider	essential	about	our	focus.	So	far,	we	consider	the	idea	a	fit	when	it	involves	an	emerging	technology	with	positive	impact.	But	what	trumps	everything,	is	the	karmic	fit	between	the	founder(s)	and	the	Backspace	team.	People	are	the	company	Because	in
the	early	stage	of	a	company,	people	are	the	company.	And	that	often	small	group	of	people	will	come	across	a	myriad	of	seemingly	unbeatable	challenges	when	moving	forward.	Acknowledging	and	processing	tensions	requires	a	healthy	culture.	In	other	words:	good	vibes.	Vibes	that	only	come	from	treating	culture	as	a	verb.	Our	culture	comes	in	full
effect	when	distributing	resources	amongst	ventures.	Sometimes,	needs	are	conflicting.	Because	we	are	on	speaking	terms	with	all	ventures,	everyone	takes	it	as	an	opportunity	to	filter	out	what	is	essential.	When	we	stretch	ourselves	either	too	far	or	spread	ourselves	too	thin,	both	us	and	the	ventures	lose.	And	for	those	rare	occasions	that	our	team
can’t	fulfill	the	needs	of	a	venture,	we	are	building	a	pool	of	creative	professionals.	Our	take	on	the	venture	studio	model	is	based	on	three	important	insights,	gathered	over	the	course	of	10+	years	of	entrepreneurship	and	startup	mentoring.	Backspace’s	founders	are	serial	internet	entrepreneurs,	who	sold	their	third	and	last	venture	to	a	publicly
listed	company.	1.	2.	Focus:	In	the	early	days	entrepreneurs	need	focus	to	build	a	product	and	find	its	market.	Our	studio’s	shared	resources	(like	funding,	recruiting	and	operations)	allow	founders	to	put	their	talent	and	attention	to	where	it’s	most	needed.	We	take	care	of	the	rest.	Balance:	Progress	comes	from	the	right	combination	of	skills	in
technology,	design	and	traction.	Our	studio	provides	the	‘missing’	skills.	All	roles	in	these	pillars	need	to	be	filled,	right	from	the	start.	No	concessions.	We	have	learned	it	decreases	the	risk	of	failure.	This	is	the	basic	skills	template	we	use	to	assess	how	much	the	founders	3.	already	fulfill	the	necessary	roles	and	which	ones	are	covered	by	our	team:
Structure:	For	us,	innovation	is	the	result	of	an	analytical	process.	To	bring	order	to	the	chaos	of	early	stage	venture	building,	we	listed	more	than	100	steps	that	cumulatively	represent	the	process	of	‘building	an	idea	into	a	company’.	This	venture	flow	helps	founders	to	make	the	right	mistakes,	instead	of	the	same	mistakes.	This	flow	is	not	set	in
stone,	and	gets	better	with	every	venture	we	build.	The	Backspace	model	The	team	of	Backspace	was	marked	complete	in	the	spring	of	2016.	New	faces,	a	new	company	model	(‘venture	studio’),	no	preset	ways	of	working:	there	was	plenty	to	deal	with	that	would	keep	us	from	paying	attention	to	culture.	But	we	capitalized	‘Culture’	and	dedicated	at
least	one	day	a	month	to	making	our	values	explicit,	learning	about	each	other’s	passion	projects	as	well	as	skills	and	envisioning	the	future	of	Backspace.	Culture	is	a	thing	you	do,	and	not	a	thing	you	say	on	your	website.	But	culture	is	also	fuzzy.	Parts	of	it	are	visible	as	in	the	team’s	daily	behavior,	the	design	of	our	website	or	interior	of	the	office.
Most	parts,	though,	are	the	invisible	vibes	you	get	from	meeting	us	in	person	or	entering	the	office.	Our	goal	was	to	make	as	much	of	our	‘Culture’	visible	and	explicit.	In	close	collaboration	with	two	experts	in	the	field	of	Positive	Psychology,	we	ran	a	number	of	in-depth	sessions,	often	followed	by	individual	and	team	assignments.	The	goal	was	not	to
follow	rules	or	fill	in	forms,	but	rather	to	invite	the	team	into	sharing	what	mattered	to	them.	A	first	challenge	was	to	talk	about	culture	and	why	it	matters	if	you	have	only	just	started	working	together.	We	expected	culture	to	affect	how	we	execute,	because	“pleasure	in	the	job	puts	perfection	in	the	work”.	But	also	in	how	we	feel:	great	times	get
better	and	bad	times	are	dealt	with	in	a	constructive	way.	For	a	new	team	like	us,	these	expected	outcomes	remained	‘just	assumptions’.	All	we	could	do	was	to	be	open-minded,	trust	the	experiment	and	spend	time	-	the	only	real	scarcity	-	on	it.	Writing	this	in	hindsight,	engineering	culture	is	no	different	from	any	other	learning	experience	in	life:
some	things	make	sense	in	that	moment,	and	other	puzzle	pieces	find	their	spot	later	on.	And	what	made	sense	in	that	moment	was	to	be	patient.	Backspace	and	the	ventures	form	an	ecosystem	that	can	only	grow	if	you	pay	attention	to	it.	Rome	wasn’t	built	in	a	day,	either.	Engineering	‘Culture’	Below	you	find	the	tools	we	used	to	build	culture,	so	you
can	replicate	or	adapt	the	program	for	your	own	company,	or	team.	If	you	don’t	know	two	specialists	(as	we	did),	make	sure	one	person	is	responsible	for	keeping	track	of	the	process	in	some	way.	Define	your	core	values	and	aspirational	values:	Values	are	principles	or	standards	of	behavior	that	show	what	is	important	in	life	to	someone.	A	great
company	value	needs	to	be	maintained	forever,	applies	to	all	areas	of	the	company	and	to	all	team	members	and	helps	to	make	important	decisions	in	the	future.	Our	team	members	individually	shared	their	most	important	values.	After	clustering,	a	list	of	universal	values	surfaced.	Some	values	seemed	to	be	already	‘embedded’	in	us	as	individuals,
whereas	other	ones	could	be	categorized	as	aspirational	values.	We’ve	rewritten	both	the	‘embedded’	(or:	‘core’)	and	aspirational	values	into	phrases	that	resonate	with	everyone.	Visualize	your	mission	and	purpose:	Your	mission	is	what	you	want	to	achieve,	for	whom	and	how.	Preferably	in	about	8	words.	That’s	a	verb,	target	population	and	an
outcome	that’s	measurable.	Think	of	it	as	a	mantra.	We	used	meditation	and	visualization	techniques	to	guide	the	team	through	a	personal	envisioning	of	the	future.	Everyone	shared	their	story	and	we	sketched	it	out	together,	so	we	all	had	an	equal	understanding	of	the	content.	The	wordsmithing	of	your	mission	comes	last.	We	looked	for	an	effective
way	to	‘kill	our	darlings’.	That	turned	out	to	be	building	a	website	for	mobile	first.	Tiny	screen,	clear	message.	It’s	really	worth	doing.	Your	purpose	is	your	company’s	reason	for	being,	the	change	you	want	to	see	in	the	world.	Our	team	worked	on	finding	out	how	everyone’s	individual	strengths,	moments	of	flow	and	sense	of	meaning	overlap.	That
sweet	spot	could	be	defined	as	a	personal	purpose,	subsequently	informing	our	company	purpose.	Design	rituals	and	evaluate	experiments	that	underpin	core	and	aspirational	values:	Bad	habits	can	only	be	banned	by	letting	good	habits	override	them.	This	is	obviously	not	as	easy	as	it	sounds;	the	world	would	be	a	different	place,	then.	As	a	new	team,
we	were	lucky	to	be	free	from	‘legacy’	in	terms	of	dominant	belief	systems	and	deeply	rooted	behaviors.	But	building	on	swampy	soil	requires	a	whole	lot	of	experimentation.	Our	team	worked	in	small	groups	to	design	and	test	rituals	that	would	promote	one	of	our	aspirational	values.	For	example,	having	lunch	together	every	day	at	12	to	remind	us	of
work-life	balance.	Of	course,	some	rituals	emerge	without	noticing.	Some	of	them	good	(regular	feedback	sessions),	some	of	them	bad	(too	little	celebration	of	successes).	Culture	can	only	change	when	you	are	aware	of	habits:	the	go-to	place	for	perpetual	(re-)	engineering.	Share	personal	stories	and	learning	goals:	Our	team	counts	not	only	eleven
heads,	but	also	eleven	disciplines.	We	all	do	vastly	different	work:	from	data	analysis	to	storytelling	and	from	coding	to	negotiating	term	sheets.	It	can	be	difficult	to	truly	understand	what	we	all	do.	But	by	sharing	personal	stories,	we	can	at	least	get	to	know	the	person	behind	the	colleague.	And	so	each	team	member	shared	a	personal	story.	With
only	one	rule:	give	everyone’s	story	100%	of	your	attention.	Team	building	guaranteed.	Get	out	of	the	office	and	off-grid	with	the	team:	Although	we	try	to	create	an	office	space	that’s	comfortable	to	be	in	and	around	the	majority	of	the	week,	it’s	surprisingly	powerful	when	you	purposely	get	out	of	that	space.	We	blocked	24	hours	and	spent	time	in
nature,	without	our	phones.	Spending	time	as	colleagues,	outside	your	regular	habitat,	is	powerful	because	you	create	shared	memories.	Memories	that	turn	into	stories.	Stories	that	are	retold.	Retold	to	show	what	our	culture	is	about.	Figure	out	what’s	needed	to	stay	on	top	of	culture:	After	our	six-month	programme,	one	of	our	team	members	took
the	responsibility	of	staying	on	top	of	our	culture.	She	senses	what	rituals	would	benefit	the	team,	whether	a	weekly	meditation,	internal	newsletter	or	structured	feedback	sessions.	Acknowledging	that	culture	is	worth	your	team’s	time	is	the	first	step.	Since	engineering	culture	is	never-ending,	we	decided	to	build	an	app	that	can	support	us	-	and
hopefully	you	at	some	point	in	the	future	-	in	this	process.	It's	currently	an	internal	experiment,	but	with	the	birth	of	that	project,	the	effects	of	our	six-month	experiment	already	paid	off.	Spreading	culture	And	then?	We	have	a	culture	engine	running	at	Backspace,	but	we	are	part	of	multiple	other	companies.	Our	companies’	cultures	are	as	much	ours
as	vice	versa.	And	although	we	used	the	word	engineering	here,	we’re	not	installing	the	Backspace	culture	into	our	companies.	We	can’t.	We’re	talking	about	people.	What	we	can	do	is	sharing	our	tools	on	culture	with	them.	Just	as	we	do	with	you	right	now.	It’s	our	promise	as	a	studio	to	take	ideas	and	turn	them	into	independent	companies	with	a
balanced	team,	working	product	and	some	first,	measurable	traction.	To	grow	culture	in	parallel,	all	we	do	is	emphasize	that	it	requires	a	structured	approach	and	our	ventures’	ongoing	attention.	Practically,	that	means	we	include	parts	of	our	six-month	programme	into	the	venture	flow	for	our	companies,	such	as	formulating	core	values,	a	mission
and	purpose;	celebrating	successes	and	regular	feedback	sessions.	Fortunately,	the	learning	is	always	mutual.	Florin	has	merchandise,	we	don’t	have.	BYBORRE	hosted	strategy	days,	before	we	did.	And	Soverin’s	Slack-channel	existed	before	Backspace	did.	Rituals	(current):	●	Lunch	together	every	day	●	Monthly	off-site	organized	by	one	team
member	(from	basketball	to	longboarding)	●	Quarterly	governance	sessions	to	reassess	roles	(inspired	by	Holacracy)	●	Weekly	closure	by	sharing	a	proud	moment	●	Random	acts	of	kindness	Rituals	(experiments):	●	A	bot	that	asks	for	weekly	wellbeing	updates	●	An	Experiment	Sheet	to	stimulate	personal	experiments	with	technology	●	Weekly
morning	meditation	sessions	●	Fixed	format	questions	for	hiring	Though	a	great	culture	is	impossible	to	accurately	describe,	we	all	recognize	its	importance	by	its	absence.	We	hope	to	have	given	you	sufficient	reason	to	not	let	it	slip.	Build	a	meaningful	product	with	a	team	that	shares	your	mission.	Invest	in	culture.	If	you	want	to	learn	more	about
Backspace,	our	venture	flow	or	resource	base,	contact	Jons	via:	[email	protected]	-	Jons	Janssens	&	Barbara	Putman	Cramer	Ahead	of	time	There	are	many	successful	entrepreneurs,	who	made	their	fortune	by	building	and	exiting	one	company.	But	what’s	there	to	do	next?	Most	of	them	try	their	luck	as	angel	investors,	putting	their	money	into
emerging	teams	that	seem	to	have	great	potential.	But	for	some	of	them,	who	are	builders	at	heart,	this	is	not	enough.	They	want	to	have	a	more	hands-on	role	in	creating	new	ventures.	And	they	are	willing	to	explore	uncharted	territories	to	find	their	own	way.	The	following	chapter	is	about	such	a	journey,	in	which	Ryan	J.	Negri,	successful	serial
entrepreneur	shares	his	experiences.	He	wanted	to	create	a	place	where	great	companies	can	be	formed,	but	a	place	where	there	is	more	direction,	guidance	and	hands-on	with	projects,	from	a	leadership	perspective.	And	instead	of	going	to	Silicon	Valley	or	other	well-known	startup	hub,	he	chose	Tampa,	Florida	for	this	entrepreneurial	experience...
I	have	always	liked	being	in	control	of	my	own	destiny	ever	since	my	first	business	selling	golf	balls	to	local	golfers	at	age	four.	Jumping	a	few	decades	ahead,Negri	Electronics	was	born,	a	company	that	specialized	in	mobile	devices,	imported	high	end	unlocked	devices	from	all	over	the	country,	and	selling	them	to	tech	early	adopters.	Then,	in	2013	a
New	York-based	private	equity	firm	acquired	it	for	close	to	$10M.	It	was	hard	to	let	go,	but	I	knew	that	the	potential	of	the	company	would	be	higher,	given	their	access	to	capital.	Plus,	I	have	experience	in	managing	a	15-20	person	company	and	knew	I	wasn’t	the	best	to	manage	a	100+	employee	company	and	that’s	where	they	want	to	get	to
eventually.	The	acquirers	coming	in	have	the	experience	and	the	resources.	As	hard	as	it	is	for	me	to	say,	it’s	probably	for	the	best	that	they	take	it	from	here.	I	gave	100%	from	day	one	when	I	left,	I	was	still	in	love	with	the	company	and	the	industry	and	it	was	time	I	step	aside	and	let	someone	with	the	experience	take	it	to	where	it	can	be.	My	heart
will	always	be	with	my	company	and	my	team	at	Negri	Electronics	–	it’s	still	my	baby	I	just	get	to	watch	it	mature	under	someone	else’s	direction.	Birth	of	Laicos	Before	selling	Negri	Electronics,	I	wanted	to	invest	in	other	initiatives	and	also	create	my	own	products,	so	together	with	a	Co-Founder,	we	founded	Laicos.	It	was	a	new	company	in	which
Kyle	Matthews	-	my	co-founder,	and	at	the	time,	owner	of	ModMyI.com	-	and	I,	wanted	to	take	ideas	and	build	them	into	products	and	applications	for	others	to	use.	The	initial	plan	was	simple:	hire	great	developers,	designers	and	build	ideas	into	products	that	eventually	will	be	spun	out	as	own	companies.	After	some	brainstorming,	Laicos,	the
Startup	Studio	was	born	in	2012.	At	the	time,	Laicos	was	a	company/SPV	(Special	Purpose	Vehicle)	we	would	put	all	of	our	projects	under	in	hopes	they	take	off.	Plus,	now	we’d	have	a	Company	established	so	that	we	can	sell	the	services	to	consumers,	or	sell	the	products	and	IP	to	other	companies.	Laicos	was	initially	born	in	California.	But	then	we
decided	to	establish	the	company	in	Las	Vegas	for	a	plethora	of	reasons.	And	in	2015,	we	opened	a	second	location	in	Tampa,	where	Kyle	has	resided	for	12	years.	At	the	time	of	inception,	it	was	just	an	idea,	a	concept	of	developing	ideas	into	products	as	companies,	but	we	now	had	a	company,	and	a	vision,	we	just	needed	the	team	and	capital.	When
we	arrived	to	Tampa	we	were	excited.	The	startup	ecosystem	was	exciting	but	very	young,	and	we	knew	that	opening	up	there.	Even	with	a	blooming	startup	community,	it’s	tough	to	be	successful	without	adequate	capital.	Many	investors	in	Tampa,	while	well-intentioned,	are	dated	in	their	practices,	or	see	an	immature	region	as	an	opportunity	to
drive	valuations	down.	Some	would	only	invest	in	companies	doing	$1M+	in	revenue,	a	few	thought	we	were	competing	with	venture	capitalists,	one	even	suggested	instead	of	paying	for	office	renovations,	we	do	them	ourselves.	There	are	better	options	for	capital	than	VC	funding,	so	we	started	to	generate	revenue	instead.	Recruiting	was
challenging,	but	having	Kyle	on	the	ground	in	Tampa	made	it	easier.	Kyle	is	very	skilled	in	identifying	talent,	as	he’s	been	a	developer	for	about	15	years.	We	attracted	the	top	talent,	but	did	so	by	paying	higher	than	the	other	startups	in	the	area.	So	many	startups	underpay	their	staff	or	list	positions	under	the	suggested	salary,	but	this	has	to	do	with
funding	and	the	disadvantages	of	being	in	a	secondary	ecosystem.	Pioneering	in	Tampa	To	make	compensation	right,	besides	the	salary,	we	set	up	an	employee	stock	option	plan	for	the	entire	studio.	First,	we	needed	to	put	together	a	Stock	Option	&	Equity	Incentive	Plan,	which	we	did.	It’s	quite	a	complex	process,	but	because	we	hired	the	right
attorney,	it	was	simple	enough	to	understand	and	be	set	up	quickly.	For	this,	we	needed	to	set	an	initial	(strike)	price	on	the	shares	we	were	issuing,	which	involved	doing	a	valuation	for	company.	Next,	the	stock	option	agreements	needed	to	be	created.	This	is	the	agreement	issued	to	staff	that	explains	how	many	options	are	being	issued	to	them,
what	it	will	cost	them,	what	type	of	options,	the	vesting	schedule,	grant,	exercise,	non-transferability,	lock	up	period,	representations,	tax	obligations	and	more.	Before	we	were	able	to	fill	this	out,	we	had	to	put	some	serious	thought	into	what	to	offer	each	member	of	the	team.	It’s	important	they	understand	what	you	feel	they	are	worth,	in	addition	to
their	salary.	We	looked	at	a	multitude	of	factors,	including;	time	with	the	company,	skills	and	expertise,	future	value/worth,	current	salary,	and	how	much	we	like	them	overall	(kind	of	kidding).	Once	we	decided	what	to	offer,	filling	out	the	docs	was	a	cinch	–	again,	because	we	had	tremendous	guidance	from	our	attorney.	Now,	the	delivery.	No	one	at
the	company	knew	they	were	receiving	options	on	Friday,	so	to	celebrate	the	occasion,	we	also	ordered	a	24″	pizza	so	everyone	could	have	a	“piece	of	the	pie.”	After	knowing	what	stock	options	were,	the	team	seemed	to	be	a	little	more	excited.	I	think	someone	even	clapped.	Overall,	I	feel	everyone	left	the	room	happy	and	motivated	(and	full),	and	I
think	going	forward	everyone	will	feel	more	a	part	of	what	we	are	building	than	they	ever	did	before.	And	that	was	the	goal.	Don’t	get	me	wrong,	we	have	a	passionate	group	here,	but	now	they	can	see	some	value	created	by	their	efforts.	That’s	a	different	mindset	than	a	salary-only	employee	–	and	that’s	a	good	thing.	Lets	Build	With	the	right	talent
on	board,	Laicos	started	to	build	products	and	companies.	The	first	success	was	Fuse,	a	social	media	aggregation	app.	The	philosophy	behind	it	was	that	everyone	is	“one	social	person”	so	they	should	only	have	one	social	app.	Fuse	was	a	social	aggregator	of	sorts	that	combined	all	of	your	popular	social	networks	into	one	feed.	Where	platforms	like
Hootsuite	allow	a	user	to	peruse	multiple	social	feeds	at	one	time	through	individual	streams,	Fuse,	has	one	big	stream	for	all	social	interactions.	It	brought	together	Instagram,	Twitter,	Facebook	and	LinkedIn	so	that	you	can	cross-post,	crossread	and	share	all	at	the	same	time	without	having	to	open	and	close	multiple	apps.	Old	Habits	Die	Hard	We
had	5	apps	that	had	incredible	potential,	but	we	needed	to	raise	capital	in	order	to	scale,	and	investors	weren’t	interested	in	this	‘new	&	foreign’	model	of	creating	companies.	Some	even	looked	at	what	we	were	doing	as	a	threat	to	their	job	-	because	we	could	produce	and	vet	amazing	companies,	there	wasn’t	a	need	for	a	General	Partner	/	Venture
Capitalist.	That’s	wrong.	We	provided	more	value	to	them	than	their	standard	investment.	Equity	in	us,	meant	equity	in	every	company	we	spun	off	-	every	fully	vetted	company!	This	didn’t	stop	us	to	keep	on	moving	forward.	We	approached	local	and	national	investors	at	the	same	time.	We	did	have	offers	to	relocate	to	SF,	and	Austin,	but	couldn’t
uproot	our	team.	Local	investors,	as	simple	as	the	concept	was,	couldn’t	wrap	their	heads	around	it.	It	was	difficult	for	them	to	conceptualize	the	model	and	realize	the	benefits	of	being	involved	in	a	Startup	Studio.	My	assumption	is	that	they	will	realize	their	oversight,	but	far	too	late.	But,	among	local	entrepreneurs,	Laicos	was	the	coolest	thing
since	sliced	bread.	We	had	so	many	applications	for	employment	it	was	crazy.	The	startup	community	was	100%	behind	us	and	excited	to	have	us	in	Tampa	-	Investors	didn’t	seem	to	have	the	same	level	of	enthusiasm.	This	kind	of	thinking	was	unfortunately	too	much	of	a	hindrance.	We	explored	other	funding	options,	like	developing	products	and
startups	for	corporations.	While	we	were	profitable,	no	one	at	Laicos	was	excited	about	building	tech	for	clients,	when	they	signed	on	to	build	for	Laicos.	It	was	obvious,	if	we	wanted	to	continue	as	a	Startup	Studio,	Tampa	was	not	the	best	place,	so	it	was	either	relocate,	or	transition	to	something	Tampa	needed,	like	startup	consultants.	Phoenix
reborn	With	Laicos	burning	cash,	Kyle	and	I	decided	it	was	best	to	tame	down	the	company	to	focus	on	client	and	consulting	work	instead	of	developing	our	own	IP.	This	meant	letting	most	full	time	employees,	and/or	suggesting	they	seek	other	employment.	As	difficult	as	that	was,	it	was	the	necessary	thing	to	do.	When	you	have	to	let	go	to	any
employee	due	to	funds,	you’ve	failed.	As	a	CEO	it’s	my	job	to	keep	the	bank	account	funded,	even	if	it	meant	depleting	my	own,	which	is	what	I	was	doing	for	the	previous	five	months.	Laicos	was	doing	“ok”,	but	we	weren’t	built	as	a	contract	for	clients,	we	were	a	Startup	Studio	for	our	own	cool	products.	We	had	local	prospects,	but	didn’t	have	a	sales
team	established	-	plus	we	weren’t	known	for	dev	work,	and	were	unable	to	compete	with	those	that	were	established	in	the	area.	Shortly	after	our	decision,	I	reached	out	to	a	few	friends	to	see	what	was	going	on	back	in	Las	Vegas,	where	I	had	moved	to	prior	to	selling	Negri	Electronics	in	2013.	A	friend	had	referred	me	to	an	exciting	new
opportunity	in	Vegas	of	a	new	Innovation	Center	and	Accelerator.	I	ended	up	being	hired	to	run	the	corporate	accelerator,	which	brought	my	family	and	I	back	to	Vegas	-	we	love	it	here.	The	accelerator	was	a	success	and	I	think	that	is	what	added	fuel	to	my	drive	to	be	a	Venture	Capitalist.	Working	closely	with	so	many	unique	and	diverse	companies
made	me	want	to	make	an	even	bigger	impact	by	being	able	to	write	the	bigger	checks	and	also	work	hands-on	as	I	have	in	the	past.	In	2017,	still	managing	Laicos	and	our	small	client	base,	I	set	out	to	become	a	VC	and	was	meeting	and	interviewing	with	firms	across	the	Southwest.	It	was	an	amazing	learning	experience,	and	one	that	wanted	me	to
change	the	way	VCs	source,	invest	and	work	with	startups.	Since	2017,	I’ve	been	scouting	the	hottest	startups	from	all	over	North	America	and	sharing	the	very	best	deals	with	my	investor	network.	This	has	opened	many	doors,	and	has	also	sparked	a	few	incredible	ideas	-	one	of	which	is	Scouting	as	a	Service.	While	I’m	still	looking	for	the	right	firm
to	sign	on	with	(or	start	my	own	fund),	I’m	running	Laicos	and	a	new	Scouting	Service	for	investors.	The	Startup	Studio	is	still	my	passion	because	it	allows	me	to	mix	what	I	love	doing	-	helping	startups	to	start	up,	and	building	products	and	services	for	others.	I’m	going	to	keep	Laicos	going	as	long	as	I	can	because	I	feel	it’s	the	best	way	to	create
technology	and	companies,	and	I	know	through	the	investors	I	meet	along	the	way,	or	when	I	join	a	team,	there	will	be	capital	available	to	relaunch	the	Startup	Studio	and	vision.	-	Ryan	J.	Negri	Changing	eCommerce,	one	startup	at	a	time	If	you	want	to	build	a	resilient	and	ever-growing	startup	empire,	you	need	ricksolid	fundamentals	and	awesome
people.	In	this	guest	chapter	written	by	Máté	Rab	-	COO	at	Innonic,	you	can	learn	about	how	one	“wannabe	Web	design	agency”	grew	into	a	global	player	in	the	eCommerce	field,	able	to	launch	2-3	ventures	a	year	from	own	capital…	To	be	honest,	we	never	knew	it	is	a	startup	studio.	Attila	made	us	realize	that	our	group	is	actually	a	new	type	of
business.	The	story	started	in	2006,	long	before	our	path	has	been	crossed	with	Attila,	our	dream	business	was	---	wait	for	it	--	a	Web	design	agency.	But	just	before	the	founding	ceremony	-	which	meant	to	be	a	record-breaking	destroy	of	an	extra	large	and	extra	spicy	pizza	-	the	‘business	model’	changed	and	we	were	in	the	Ecommerce	Business.	At
the	very	first	day	of	operation,	Csaba	Zajdo,	one	of	the	founders	wrote	the	study	titled	“The	12	Golden	Rules	of	Successful	Online	Stores”	on	his	own	computer	at	home	(which	means	that	this	study	was	made	even	before	we	have	created	any	online	store),	which	is	still	our	no.	1	bait	(reviewed	a	couple	of	times	since	then,	of	course).	Let’s	jump	into
2011,	we	have	already	sold	more	than	2,000	ecommerce	stores	in	Hungary	as	single	projects,	but	every	major	store	have	been	built	by	our	team.	In	that	year	we	changed	the	business	model	again	and	launched	ShopRenter.hu,	the	Hungarian	Shopify	(way	before	Shopify	started	to	operate)	in	order	to	stay	alive.	Fortunately,	this	change	has	been	a
success,	and	most	of	our	income	in	2013	already	consisted	of	the	regular	income	generated	by	ShopRenter.	On	the	spring	of	2014,	we	have	launched	OptiMonk.com:	our	first	direct	international	“startup”	which	was	a	spin-off	idea	from	the	ecommerce	business	saving	the	visitors	of	the	site	with	intelligent	on-site	solutions,	e.g.	pop-ups.	Moving	to
January	2017,	this	was	the	year	when	Innonic	Group	was	launched,	now	the	#1	Startup	Studio	in	our	city.	The	founding	squad	(4	childhood	friends)	grew	to	90	awesome	colleagues,	the	income	raised	above	3	million	EUR,	while	the	vision	remained	intact:	Building	Global	Success	Stories.	Our	mission	is	to	reinvent	ecommerce	and	build	world-class
companies	from	Debrecen,	Hungary.	Why	Startup	Studio	model?	We	believe	that	a	Startup	Studio	is	the	best	model	to	build	successful	global	startups.	But	what	do	we	call	a	Startup	Studio?	The	meaning	of	this	business	model	differs	even	within	Hungary,	not	to	mention	different	parts	of	the	World.	This	is	how	we	do	it:	Building	multiple	startups
simultaneously:	We’re	launching	2-3	new	startups	per	year	in	addition	to	our	existing	projects.	Our	projects	learn	from	each	other’s	successes	(and	failures).	Centralized	senior	team	and	resources:	Each	new	startup	we	launch	has	a	dedicated	CEO	and	CTO	who	have	access	to	all	the	resources	and	experiences	of	our	core	team.	Self-funding:	We’re
funding	every	new	project	from	our	own	pocket.	This	means	our	startups	are	not	dependent	on	investor	time	tables	and	every	project	has	a	chance	to	prove	its	merit.	AWESOME	culture	The	financial	stability	and	centralized	senior	teams	are	not	enough	to	succeed	for	a	studio.	Fortunately	Innonic	Group	has	an	AWESOME	culture.	Why	the	caps?	It’s
an	acronym	which	stands	for	our	core	values:	●	Always	keep	improving	●	Wow	your	customers	●	Experiment	●	Sweep	floor	●	Owner	mentality	●	Mutual	respect	●	Enjoy	the	game	When	you	talk	about	culture,	you	are	talking	about	the	basis	of	your	company.	This	can	be	your	competitive	advantage.	At	Innonic,	everyone	loves	reading	-	we	have
around	1,000	books	in	our	library	and	on	Kindle,	organizing	Academy	Talks	in	Business	and	Tech	topics	for	colleagues	and	everyone,	since	we	record	all	the	talks	and	upload	them	to	Youtube.	Our	Management	Training	Program	supports	the	refreshing	of	mid-level	management.	And,	of	course,	there	are	free	massages,	fruit,	supported	business
coaching,	private	English	course,	and	gym	pass	for	everyone.	Our	AWESOME	colleagues	play	lean	poker,	organize	hackathons	or	CSR	programs	(painting	a	kindergarten,	blood	donation,	etc),	care	about	nature	and	party	together	on	monthly	birthday	parties	or	when	we	reach	a	new	milestone.	Culture	eats	strategy	for	breakfast	-	said	by	Peter
Drucker,	the	management	guru.	We	believe	it’s	true	and	we	strongly	focus	on	this	aspect	as	well.	Be	aware	of	your	own	company's	culture	before	starting	to	develop	more	businesses	simultaneously!	Today	Innonic	Group	owns	ShopRenter.hu,	the	Hungarian	market	leader	ecommerce	platform,	which	has	a	30%	market	dominance	on	ecommerce
technology.	OptiMonk.com	is	the	#1	on-site	message	toolkit	which	treats	your	visitors	as	humans.	Ecommerce	Expo	is	the	biggest	Hungarian	conference	and	exhibition	in	the	ecommerce	area	with	2,000	regular	visitors.	Those	so-called	‘legacy	businesses’	generate	the	profit	to	the	new	startups.	The	Innonic	Way	Our	methodology	-	just	like	Rome	-
wasn’t	built	in	a	day.	We	needed	a	whole	week	for	it.	Just	kidding.	The	first	year	was	full	of	failures/learnings,	and	we	tried	different	methodologies,	working	together	with	angel	investors,	venture	capitalists	and	Startup	CEOs.	To	be	known	in	Hungary	made	it	simple	to	get	into	any	door	and	talk	with	really	smart	people.	And	hiring	many	of	them.
These	5	steps	were	the	results	of	our	Validation	Team	and	we	published	it	on	our	website:	Step	1:	IDEATION:	Creating	and	collecting	new	ideas	-	Continuous	Systematically	collecting	new	ideas	from	our	beloved	ecommerce	merchant	customers	or	from	a	good	book,	conference,	etc.	This	is	a	never	ending	process.	How	do	we	do	it	usually?	Simply	in	a
spreadsheet.	Whenever	we	bump	into	a	new	business	idea,	we	put	it	in	a	single	document.	Every	now	and	then	the	Validation	Team	discusses	the	ideas,	evaluates	them	and	selects	the	best	one.	We	use	many	different	models	to	evaluate	the	ideas,	so	far	nothing	proved	to	be	the	golden	standard.	Step	2:	RESEARCH:	Pre-validation	-	2-4	weeks	Our
internal	Startup	Validation	Team,	i.e.	the	new	Startup	CEOs	are	continuously	validating	the	ideas	from	a	couple	thousand	dollars	and	with	a	timeframe	of	2-4	weeks.	As	you	see	we	recruit	the	whole	team	around	ideas	and	simultaneously	educate	the	Startup	CEOs	and	validate	ideas	with	them.	This	validation	process	is	based	on	customer	interviews
and	landing	page	conversions.	Basically	we	conduct	few	interviews,	do	a	Business	Model	Canvas	analysis,	develop	a	landing	page	(i.e.	sales	page)	and	measure	the	conversion	of	that	page.	Traffic	is	generated	by	Facebook	and	Google	Ads	or	cold	emails	when	we	have	the	relevant	target	audience	in	house.	This	whole	process	is	so	finetuned	that	we
made	an	online	course	in	Hungarian	about	it.	Why	Hungarian?	Because	you	can	find	such	a	content	in	English	already	in	the	universe,	but	we	want	to	educate	-	and	target	as	potential	colleagues	-	the	people	of	Hungary.	Story	time!	You	already	know	that	we	are	in	the	SaaS	(Software-as-aService)	business,	focusing	on	ecommerce	solutions.	But	many
of	us	are	also	active	dads	with	small	children,	suffering	over	the	mount	of	children’s	stuff	around	everywhere.	So	we	had	a	brilliant	idea	of	building	a	new	Saas:	Strolleras-a-Service!	The	Uber	of	Baby	Carriage!	We	did	everything	what	you	have	read	above	and	the	idea	went	through	on	each	of	the	milestone,	showing	the	huge	potential	of	this	idea.
Sure	we	found	many	obstacles	on	the	way	but	hey,	if	there	aren’t	any	you	might	be	on	the	wrong	path.	At	the	end	none	of	the	available	Startup	CEOs	accepted	this	idea	to	put	it	through	the	next	phase	→	here	is	the	time	to	join	us!	:)	Step	3:	VALIDATION:	Pre-Seed	Phase	-	3-6	months	One	dedicated	Startup	CEO	selects	the	project	and	she	needs	to
create	a	Minimal	Awesome	Product	and	show	traction	with	the	support	of	the	Core	Team	(marketers,	designers,	developers).	The	timeframe	is	between	3-6	months	and	the	fund	dedicated	to	this	project	is	20,000	EUR.	What	is	Minimal	Awesome	Product,	MAP?	You	might	heard	about	MVP.	The	idea	of	MAP	-	and	the	fundamental	difference	-	is	that
nowadays	no	one	wants	to	play	around	a	buggy,	ugly,	and	one-function-top	software,	when	there	are	hundreds	of	beautiful,	free	or	14-day-trial,	well-working	solutions.	You	must	be	Awesome	in	at	least	one	way.	So	your	SaaS	product	should	solve	whether	a	painful	problem	with	a	unique	solution	or	it	is	much	more	user	friendlier	than	any	other
competitor.	The	competition	is	harder	than	ever	and	you	must	deliver	Minimal,	but	Awesome	Products	already	at	the	beginning.	Step	4:	FORMATION:	Setting	up	the	company	and	team	-	18	months	This	is	where	the	real	magic	happens.	Innonic	Group	creates	the	legal	entity	and	invests	200,000	EUR	to	the	project.	From	this	money,	the	CEO	can	build
her	team	and	build	the	foundation	of	a	growing	product.	The	project	needs	to	be	cash	flow	positive	and/or	be	ready	to	a	new	Venture	Capital	investment	within	18	months.	Over	the	last	months	the	project	had	to	prove	its	market-viability	on	several	board	meetings	and	show	us	traction.	At	this	point	it	is	still	not	sure	whether	it’s	the	new	Amazon	or
just	a	project	with	limited	effect	on	global	markets.	But	this	is	the	real	beauty	of	this	business:	building	up	something	from	scratch	with	people	gathered	together	to	make	it	happen	and	dream	together	with	you.	Story	time!	One	of	our	portfolio	company	is	CodersRank.io,	the	new	Linkedin	tailored	to	Software	Engineers.	You	can	be	a	member	of	a
community,	compare	your	knowledge	to	your	friends	and	colleagues,	and	see	your	rank	on	global	developer	boards.	And	get	tailored	job	offers.	This	is	where	our	money	comes	from.	The	idea	was	validated	among	developers	and	recruiters	too.	We	won	3	startup	competitions	within	a	year	with	this	project,	also	got	the	Microsoft	Special	Prize	as	the
Startup	of	the	Year	in	Hungary	2018.	The	project	started	to	operate	in	2018	and	closing	its	Formation	step	in	spring,	2019.	The	team	decided	to	go	for	VC	investment	and	currently	closing	its	first	round.	Step	5:	GROWTH:	Becoming	independent	and	raising	money	Since	its	foundation,	the	company	has	an	independent	team	and	it	is	financially	stable,
there	is	no	need	to	raise	venture	capital.	We	would	be	glad	if	this	company	could	become	a	vital,	new	‘legacy	business’,	generating	profit	to	new	startup	projects.	However,	if	the	traction	requires	bigger	investment	what	Innonic	Group	can	provide,	we	raise	money	from	VCs.	We	did	already	3	times	to	build	up	the	so-called	‘legacy	business’,	which
supply	the	funds	of	our	new	ventures.	Beside	those	companies	we	have	two	projects	followed	the	traditional	startup	way	-	combined	with	the	Innonic	Way	to	raise	money	from	local	VCs.	Why	local?	Because	it	is	easily	accessible	and	for	the	first	round	it	is	sufficient	to	have	those	connections.	For	the	follow-up	investments	the	startups	will	go	to	raise	on
their	target	markets.	Story	time!	Conversific.com	provides	insights	for	the	store	owner	on	the	go,	with	instant	ecommerce	analytics,	powerful	CRM	and	personalized	recommendations	all	in	one	place.	We	got	this	idea	from	our	beloved	customers	and	totally	pivoted	it	several	times	so	far.	Since	we	grew	up	together	with	all	the	major	ecommerce
players	in	Hungary	and	spent	the	last	13	years	on	this	field,	they	are	talking	to	us,	sharing	their	needs,	dreams,	pains	-	and	Innonic	can	build	a	new	product	for	that	need.	We	do	all	the	startup	things	in	order	to	be	successful	globally,	but	have	an	extraordinary	huge	potential	against	other	startups	-	our	projects	can	be	financially	sustainable	in
Hungary	based	on	our	client	portfolio.	Conversific	is	an	excellent	reporting	tool,	a	must-have	app	for	the	store	owner	on	the	go.	We	got	a	Series	A	first	round	investment	from	a	local	fund	in	summer	of	2018	to	find	the	product-market	fit	before	to	scale	up.	That’s	going	to	happen	early	in	2020	when	we	will	look	for	the	second	round	of	investors,	even
from	the	US.	Takeaway	thoughts	If	you	are	a	successful	serial	entrepreneur	and	giving	some	serious	thought	of	starting	a	new	business	in	the	studio	modell	I	suggest	you	to	consider	the	followings:	●	Does	the	Studio	modell	the	best	for	you?	This	book	will	help	you	to	find	out!	●	Does	your	culture	support	your	vision?	If	you	are	not	100%	sure,	take
care	of	it	first.	●	What	is	your	competitive	edge?	Innonic	has	ecommerce	&	Hungary.	What	do	you	have?	If	you	read	this	as	a	Startup	CEO	or	Entrepreneur-in-Residence,	say	hello	to	us	and	let’s	have	a	chat	on	how	can	we	work	together!	Read	about	the	cap	table	and	why	to	choose	us	here.	Please	be	sure	about	choosing	this	path.	Well	rewarding	to
build	up	your	own	company,	but	not	the	easiest	way	to	make	a	fortune.	We	created	a	system	that	provides	our	new	CEO-s	with	all	the	knowledge-base	and	resources	needed	to	take	an	idea	from	zero	to	global	growth.	If	you	are	passionate	about	building	an	eCommerce	startup,	say	hello	to	us	and	let’s	have	a	chat	on	how	can	we	work	together!	If	you
are	an	investor	and	looking	for	expanding	your	portfolio,	sign	up	for	updates	and	have	a	slice	from	the	pie.	We	are	brave	to	give	you	more	to	grow	up	faster.	We	just	started	this	whole	business	in	2017	and	can	barely	grow	faster	than	we	do.	Building	businesses	simultaneously	is	not	that	easy	as	you	think	when	you	had	built	up	one	at	a	time.	You
cannot	easily	copy	every	corner	of	your	already	successful	company.	But	you	can	try.	And	fail,	and	try	again.	Eventually	you	will	succeed	-	and	build	a	global	success	story.	-	Máté	Rab	Stretching	our	limits	Are	there	any	limits	to	the	startup	studio	model?	Can	we	build	an	organization	that	can	build	at	least	a	dozen	new,	viable	startups	every	year?	Can
we	do	all	this	in	Central	Europe,	far	away	from	the	most	developed	startup	hubs?	In	early	2015	we	started	to	transform	Drukka	-	with	me	as	COO	-	,	a	software	development	and	online	marketing	agency	into	a	factory	of	startups.	“Let’s	build	startups	by	the	dozen!”	was	the	main	mantra	we	had	in	front	of	us.	In	that	year	we	started	11	initiatives,	by
now	5	of	them	are	already	seed-funded,	3	of	those	past	Series	A	and	growing...	This	story	began	when	serial	entrepreneur	Tamás	Bohner,	founder	of	Drukka	tried	his	hands	at	angel	investing	in	the	late	2000’s.	Some	of	his	investments	went	quite	well,	the	companies	landing	spots	in	top	accelerator	programs.	But	most	of	the	time,	what	happened	is
that	after	investing	the	money,	he	had	to	stand	by	while	the	teams	didn’t	take	on	his	advice,	money	got	burned	and	startups	failed.	He	wanted	to	have	a	much	more	hands-on	role	in	building	new	innovative	businesses,	that	can	have	a	role	in	shaping	our	future.	As	first	step,	he	started	to	assemble	a	team	of	developers	and	marketers	in	2011,	which
became	Drukka	Marketing.	The	goal	was	to	build	up	a	solid	team	and	cash	flow,	so	Tamás	can	figure	out	later	how	to	turn	this	into	an	innovation	engine.	When	we	met	in	early	2015,	the	company	already	had	about	15	people,	a	solid	customer	base	and	some	own	Bitcoin	product	experiments	-	the	first	kindof-startup	initiatives	born	in-house.	At	that
time,	I	just	had	my	first	startup	failure.	After	a	quick	recovery	I	was	ready	to	build	my	next	venture.	But	I	wanted	to	find	a	smarter	way.	One	that	doesn’t	require	me	as	cofounder	to	sacrifice	everything	for	a	slim	chance	of	success.	Laying	the	foundation	We	looked	at	the	examples	of	Betaworks	and	Rocket	Internet,	and	said	that	if	they	can	do	it,	then
we	can	do	it	also.	We	wanted	to	turn	Drukka	into	an	organization	that	can	build	startups	by	the	dozen	and	become	the	largest	and	fastest	growing	startup	builder	platform	between	Berlin	and	Moscow.	We	just	had	to	figure	out,	how…	While	Tamás	started	to	source	startup	ideas	and	approach	potential	coinvestors,	I	joined	the	team	as	leader	of	a	new
in-house	initiative	and	began	my	research	into	the	world	of	startup	studios.	By	July	we	had	around	a	dozen	ideas	just	waiting	to	take	off.	We	just	needed	people	who	can	take	charge	of	these	initiatives,	acting	as	co-founders	/	CEO-s.	Fortunately,	even	in	a	developing	startup	hub	like	Budapest	there	are	a	lot	of	young,	talented	and	driven	entrepreneurs,
who	heard	about	the	success	stories	of	startup	studios	abroad.	And	among	these	people,	we	could	easily	find	the	first	few,	who	were	happy	to	join	our	team	and	pioneer	this	new	startup	building	approach.	We	are	talking	here	about	young	entrepreneurs,	who	already	tried	their	hands	at	building	a	startup	or	lifestyle	business.	They	already	experienced
how	challenging	it	is	to	get	all	components	right.	And	they	were	ready	to	test	a	new	concept.	One,	that	enables	them	to	focus	on	building	the	business	side,	instead	of	wasting	time	on	the	basics.	From	our	initial	talks	with	local	investors,	it	was	clear,	that	we	can	not	count	on	outside	investments	in	the	short	term.	Fortunately,	Tamás	decided	that	what
human	and	financial	resources	Drukka	had,	we	could	use	to	experiment.	This	was	approximately	100.000	EUR.	We	estimated	that	this	might	be	enough	for	a	one-year	long	runway	and	12-15	experiments.	This	meant	that	whatever	we	do,	has	to	be	extremely	cost-efficient.	We	could	spend	around	10-20.000	USD	on	each	startup	initiative	until	we	have
to	decide	on	killing	it	or	growing	it	further.	For	this	reason,	the	most	viable	option	was	to	start	experiments	in	a	relatively	easy	space,	where	product	development	didn’t	require	us	to	burn	through	the	company’s	money.	Because	Drukka	had	expertise	in	B2C	marketing	campaigns,	and	we	had	a	potent	web	and	mobile	app	development	team,	we
decided	on	initiating	half	a	dozen	sharing-economy-like	startups.	Some	of	them	were	copycat	ideas.	This	allowed	us	to	further	reduce	risk	of	experimentation,	by	only	taking	on	concepts	that	have	proven	themselves	in	Western	markets.	Startup	recipe	v1.0	Our	first	dozen	or	so	experiments	included	a	platform	for	home	cleaning,	washing	and	ironing,
finding	the	right	attorney,	an	office	management	app,	a	Bitcoin	payment	gateway,	a	second-screen	application	for	TV	channels	and	some	more	we	don’t	even	remember.	We	organized	people	into	a	core	team	–	one	sub-	team	for	development,	design,	marketing,	back-office.	And	we	recruited	people	with	entrepreneurial	attitude	and	experience	to	act	as
CEO-s	of	the	startup	initiatives	we	start.	The	initial	recipe	was	simple:	spend	a	few	hours	on	market	research	and	if	the	idea	seemed	legit,	quickly	build	a	functioning	Minimum	Viable	Product,	aggressively	push	towards	traction.	When	that	happened,	build	a	business	plan	and	investor	deck	and	quickly	find	seed	money	that	the	growing	startup	could
use	to	become	independent	from	Drukka,	and	grow	fast	on	it’s	own.	In	some	cases,	this	approach	worked	like	a	charm.	Rendi.hu,	a	home	cleaning	portal	for	Central	Europe,	our	first	sharing	economy	company	went	from	idea	in	end	of	July	to	first	revenue	around	middle	of	August.	In	other	cases,	we	got	bogged	down	with	an	initial	product	that	was



functioning,	but	we	got	the	market	or	timing	parts	wrong.	Letting	go	of	these	was	not	hard,	but	seeing	the	money	we	spent	on	the	product	go	down	the	drain	was	painful.	Also	we	were	juggling	around	6-7	startups	in	parallel	at	any	given	time.	Because	each	of	the	initiatives	had	a	dedicated	CEO,	the	studio	management	had	a	relatively	easy	time.	We
wanted	to	be	the	guides	to	the	CEO-s,	not	intervene	in	every	decision	they	take.	But	we	also	felt,	that	if	we	want	to	scale	up	our	operations,	we	will	need	to	change	how	we	manage	our	portfolio.	There	is	a	reason	why	traditional	investors	don’t	like	to	handle	small-sized	investments.	The	effort	in	managing	a	small	and	early-stage	startup	is	almost	as
much	as	managing	a	growing	successful	one.	But	we	wanted	to	be	the	studio	that	fills	up	the	“startup	funnel”.	And	that	meant	learning	how	to	manage	a	lot	of	small	bets	at	the	same	time.	Breaking	the	ice	Before	boosting	our	startup	output,	we	had	to	break	the	fundraising	ice.	Already	having	3-4	startups	with	initial	traction,	we	started	to	go	to
investors	again,	showing	them	that	yes,	we	can	indeed	build	multiple	businesses	at	the	same	time.	Gaining	their	trust	and	understanding	of	the	studio	model	was	a	long	game	of	patience.	The	main	concerns	centered	around	the	cap	table.	Will	our	CEO-s	and	dedicated	startup	teams	be	motivated	enough?	It	was	not	enough	to	say	that	we	recruited
people	who	have	just	the	right	attitude	for	this	model.	It	was	not	enough	to	say	that	we	as	the	studio	will	do	everything	for	our	startups’	success.	We	had	to	show	them	traction,	consistent	growth	over	a	longer	time	period.	We	had	to	wait	until	early	2016	to	close	our	first	deal.	Back	in	2015,	before	our	startup	studio	ambitions	we	joined	a	startup	as	co-
founders.	The	founders	of	Keparuhaz.hu	–	an	e-commerce	site	for	customized	wall-pictures	–	had	amazing	growth	in	Hungary,	but	they	had	challenges	with	entering	new	markets,	and	with	handling	investor	relations.	So	we	as	startup	studio	joined,	for	a	small	equity	stake,	but	it	felt	like	our	own	baby.	Our	job	was	to	plan	the	international	growth
strategy,	and	get	the	money	to	execute	on	it.	Couple	months	later	we	negotiated	a	450.000	USD	deal	for	them.	Several	months	later,	our	first	in-house	startup,	Rendi.hu	got	a	seed	investment	of	170k	USD.	Then	three	more	companies,	Neatly.hu,	Tickething.com	and	EzExpress.hu	also	closed	their	seed	rounds.	So	we	could	finally	say	that	yes,	it	works!
Burning	through	most	of	the	initial	capital,	Drukka	managed	to	launch	a	dozen	initiatives,	getting	almost	half	of	them	to	a	seed-ready	stage,	where	the	startups	already	have	a	working	product,	growing	user	base	and	revenue,	and	a	sustainable	growth	engine.	And	even	after	the	seed	investment	and	spin-off	happened,	we	remain	active	participants	in
our	startups.	But	this	was	only	the	first	layer	of	ice	we	had	to	break.	Now	our	challenge	is	to	build	up	even	more	traction	so	we	can	reach	out	to	private	investors.	Which	is	a	challenge,	because	in	Hungary	we	don’t	yet	have	a	well	developed	culture	for	angel	investment.	And	those	private	investors	who	have	the	liquid	capital	to	invest	seem
uncomfortable	doing	so	into	a	startup	studio.	One	reason	might	be	that	such	investing	is	like	putting	your	money	into	a	black	box,	without	the	desired	control.	Of	course,	if	you	look	closely,	you	might	see	it	otherwise.	Investing	in	earliest-stage	startup	studio	portfolio	enables	you	to	invest	in	dozens	of	startups,	that	will	be	built	in	a	very	disciplined
way,	from	small	amounts	of	money.	So	you	can	make	many	small	bets	from	which	several	will	grow	into	fast-growing	ventures.	A	Fund	for	the	Studio	In	2017,	after	long	preparations,	we	launched	a	pre-seed	investment	fund	called	Studioone.hu,	co-financed	by	Drukka	and	outside	investors.	The	base	idea	is	that	this	new	fund	will	invest	20-40.000	USD
into	new	ideas,	and	Drukka	will	provide	all	other	resources.	Keeping	the	overhead	at	a	minimum,	this	means	that	from	the	target	1	million	USD	we	can	build	about	30-40	new	startups,	in	which	the	fund	will	have	around	65-75%	equity.	For	the	co-investors	in	the	Fund,	this	means	deep	insight	and	hands-on	impact	on	building	an	entire	portfolio	of
startups.	Because	they	are	also	managing	larger	funds,	this	has	the	potential	to	become	a	trusted	source	of	dealflow	for	them.	So	once	the	startups	produced	by	Studio	One	reach	seed-ready	stage,	the	investors	can	easily	decide	if	they	want	to	participate	in	the	further	investment	rounds	or	not.	They	are	buying	investment	opportunities	“for	the
penny”.	We	knew,	that	post-seed	investors	will	not	like	the	cap	tables,	equity	share	of	such	startups.	But	we	can	solve	this	during	the	Series	A	fundraising	negotiations,	diluting	the	studio’s	and	fund’s	shares	in	favor	of	the	CEO’s	and	Team’s	shares	so	they	stay	motivated	and	new	investors	feel	more	comfortable	joining	another	funding	round.	Shifting
gears	Most	startup	studios	are	comfortable	building	2-3	new	ventures	per	year.	This	enables	the	studio	founders	to	be	hands-on	with	each	of	their	new	companies.	But	after	this	point,	things	get	complicated.	And	expensive.	So	how	can	we	reach	the	desired	dozen	startup	per	year?	The	first	thing	we	do	to	scale	is	we	are	batching	together	the	startups	-
per	industry	or	market,	having	joint	mentoring	and	management	sessions	with	the	affected	startup	CEO-s	enables	us	to	reach	a	higher	level	of	management	efficiency.	We	are	also	looking	for	synergies,	opportunities	to	reuse	code	base	and	another	studio	assets.	Another	challenge	is	to	keep	initial	validation	cost	at	a	minimum.	In	our	early	days	we
wasted	to	much	development	effort	on	prototypes	for	startup	initiatives	that	were	just	not	right.	Then	we	shifted	our	approach.	When	we	want	to	launch	a	startup,	first	we	onboard	a	new	CEO	/	co-founder	and	together	we	come	up	with	3-5	ideas.	The	CEO	will	then	take	all	these	and	do	a	bareminimum	validation.	No	product,	only	the	offering.	In
parallel	with	this	we	are	showing	the	concept	to	our	investor	network	and	ask	“if	this	concept	takes	off,	will	you	be	interested	in	investing?”.	In	this	process	most	of	the	3-5	ideas	are	trashed,	and	usually	one	remains	where	we	can	check	both	the	market	and	the	investor	sides.	Then	we	start	the	build	process.	In	the	meantime,	our	initial	batch	of	seed-
funded	companies	are	getting	ready	to	take	on	second	round	investments.	Because	we	optimized	our	startup	building	processes	around	cost	efficiency	and	risk	mitigation,	we	are	seeing	insane	growth	in	valuations.	The	companies	we	spun-off	had	an	average	13x	valuation	increase	at	Seed-stage	–	often	in	less	than	12	months	after	initiation,	and
another	6-8x	increase	in	valuation	during	the	Series	A	discussions.	After	figuring	out	their	market-dynamics	and	business	logic,	having	a	much	higher	Customer	Lifetime	Value	than	Acquisition	Cost	they	are	getting	ready	to	ignite	their	growth-rockets.	To	infinity	and	…	In	2017	we	also	paved	the	way	to	launch	a	cooperation	with	Metropolitan
University	and	many	local	players	of	the	startup	scene,	called	METU	Garage.	The	initiative	aims	to	reach	aspiring	university	students	and	young	idea	owners,	entrepreneurs.	It’s	similar	to	a	traditional	early-stage	accelerator,	but	with	the	studio’s	backing	the	participants	have	access	to	venture	build	capabilities.	This	way	we	can	contribute	to	the
nurturing	of	young	entrepreneurs	who	later	might	become	viable	CEO	candidates	-	for	the	studio	and	for	the	entire	local	ecosystem.	And	in	2018,	finally	we	managed	to	convince	a	large	company	to	look	beyond	the	traditional	corporate	startup	acceleration	scheme	and	do	something	more	hands-on.	This	is	how	Drukka	and	Antenna	Hungária	launched
AHA	Brain	Store	initiative	-	to	co-create	ventures	in	broadcasting,	multimedia,	drone	tech,	IoT	and	OTT	fields.	Mixing	together	the	agility	of	a	startup	studio	with	the	expertise	and	market	access	of	a	leading	company	that	tons	of	potential	-	and	AHA	Brain	Store	is	a	great	scouting	vessel	to	explore	this	kind	of	cooperation.	The	latest	addition	to	this
ecosystem	is	a	new	3	million	USD	seed	fund	called	Intellitext.	That	money	is	enough	to	invest	in	10-15	startups	in	the	seed	stage.	This	also	can	include	startups	launched	and	grown	out	from	the	studio	and	also	independent	ventures.	The	startups	will	have	access	not	only	to	the	money,	but	the	infrastructure	provided	by	the	studio.	A	potent	mix	to	have
the	money	and	the	cost-efficient	resources.	What	started	as	an	exploration	in	2015	is	now	a	formidable	venture	building	machine.	As	much	challenge	and	satisfaction	I	had	while	taking	part	in	building	the	above,	in	2018	I	felt	it’s	time	to	move	on.	That’s	when	I	started	to	work	together	with	other	emerging	studios	and	founders	who	wanted	to	build
their	own	empire.	But	at	heart	I	remained	a	builder	and	needed	hands-on	involvement	in	something	exciting.	So	while	doing	the	advisory	work,	we	also	started	to	cobuilding	a	blockchain	company	with	Thomas	and	Drukka,	this	time	me	as	EIRCEO.	Enjoying	all	the	benefits	the	studio	approach	can	provide.	Eating	our	own	food	so	to	say.	And	Drukka
continues	to	expand	-	we’ll	see	how	far	it	can	reach	by	the	time	it	turns	5	years	old	in	2020.	PART	III	-	Framework	Studio	Leadership	Let’s	dive	into	the	studio	framework	with	one	of	the	cornerstones,	the	Founders.	These	people	will	set	the	tone	for	the	entire	studio,	often	indicating	success	or	failure	right	on	day	one.	We’ll	look	at	the	usual
characteristics	of	successful	studio	leaders,	the	skills	needed	and	how	to	align	personal	values	with	building	a	studio	The	most	successful	startup	studios	were	founded	by	entrepreneurs	who	already	made	their	fortune	at	one	of	their	earlier	startups.	Just	look	at	Idealab,	Betaworks,	Science,	eFounders	and	so	on.	Their	founders	are	entrepreneurs	and
leaders	who	value	the	hands-on	impact	in	bringing	a	new	product	and	company	to	life.	After	their	success,	they	wanted	to	continue	building	and	make	an	impact	on	early	stage	ventures.	Usually	after	their	exit(s)	they	experimented	with	angel	investing	-	some	of	them	do	until	this	day	-	but	a	pure	investor	or	mentor	role	was	not	enough	for	them.	A
previous	success	also	means	that	these	people	can	give	not	only	their	expertise,	but	also	the	starting	capital.	Building	a	large	enough	team	to	reach	an	optimal	scale	of	operations	isn’t	cheap,	and	breaking	the	ice	with	investors	takes	time,	as	we	will	explore	in	one	of	the	next	chapters.	Being	able	to	provide	the	starting	capital	to	build	the	first	few
ventures	can	be	a	vital	step.	The	background	of	the	founders	usually	also	determines	the	focus	of	the	studio.	Their	network	can	be	a	great	platform	for	building	new	startups	in	the	same	industry.	Such	unique	insight	and	access	into	a	technology	or	market	segment	might	be	the	most	important	factor	for	building	the	studio’s	build	thesis	and	strategy.
There	are	other	ways	and	means	to	build	a	studio.	Just	look	at	the	example	of	Lab.Coop	-	in	the	chapter	Building	a	100%	co-owned	venture	builder	from	scratch.	Entire	startup	teams	can	agree	to	turn	their	team	into	a	studio.	Also	in	some	cases,	studios	are	created	by	corporations	or	institutional	investors.	The	main	reason:	create	a	source	of	future
startups	for	their	own	larger	investment	funds	or	for	later	acquisition	purposes.	An	example	we	saw	in	2016	is	insurance	giant	AXA.	They	created	a	studio	called	Kamet	Ventures,	where	AXA	employees	or	external	entrepreneurs	are	creating	new	innovation	projects	in	the	insurtech	space.	Their	benefit	is	that	they	can	separate	innovation	from	regular
corporate	policies	and	restrictions.	We	will	explore	these	kind	of	studios	in	the	chapter	about	corporate	venture	builders.	Scale	yourself	One	secret	why	startup	studios	work	so	well	is	they	enable	“force	multiplication”	of	the	entrepreneurial	know-how.	One	of	the	biggest	challenges	is	figuring	out	how	to	do	this	"self-scaling".	Say	you’re	an
accomplished	entrepreneur	who	knows	how	to	take	an	idea	to	a	big	exit.	In	a	studio,	you	can	share	this	expertise	with	your	startup	CEOs.	You	are	more	hands-on	and	involved	than	a	simple	mentor	while	you	are	not	bogged	down	with	small	operational	tasks	of	the	actual	startup	building.	This	shared	knowledge	and	involvement	will	enable	even	a
young	Entrepreneur-in-Residence	to	achieve	success	in	business	building.	This	all	works	well	until	you	have	a	dozen	or	so	ventures	in	the	studio.	But	there	is	a	limit	to	how	many	startups	and	CEOs	you	can	nurture	at	one	time.	Scaling	this	kind	of	leadership	ability	will	be	one	of	your	biggest	challenges	in	scaling	your	studio.	And	if	you	don’t	do,	you
will	unwittingly	become	the	biggest	barrier	to	unlock	the	full	growth	potential	of	the	studio.	There	is	nothing	evident	or	easy	about	this	kind	of	"self-scaling".	If	you	want	to	have	a	studio	that	can	build	and	stay	meaningfully	involved	in	dozens	of	startups	and	other	initiatives,	then	you	need	a	structure	and	executive	team	that	can	thrive	even	without
you.	You	don’t	want	to	end	up	being	the	bottleneck.	To	enable	this	start	nurturing	your	top	management	(especially	portfolio	management	skills);	standardize	your	processes,	delegate	and	automate	decision	making.	Figure	this	out	once,	then	scale	to	infinity.	Are	you	up	for	the	job?	Studio	leaders	need	to	overcome	a	wide	variety	of	challenges.	Before
committing	yourself	to	building	your	own	studio,	consider	these	as	your	future	quests:	Build	a	Core	Team	that	is	able	to	work	on	multiple	products	(ventures)	simultaneously.	This	includes	having	access	to	talent	(especially	software	engineers	in	high-demand	areas),	motivating	the	Team	to	work	on	projects	they	will	have	to	let	go	eventually	(during
spinoff,	when	the	startup	gets	independent	from	the	studio).	And	also	attract	entrepreneurs,	or	nurture	people	from	within	to	become	entrepreneurs	who	will	become	the	CEO-s	of	the	startups.	Balance	and	keep	the	peace	between	the	startups	built,	the	investors	of	the	studio	and	the	studio	itself.	Studios	are	the	founders	of	their	startups	and	they
invest	human	and	financial	resources.	Looking	at	this	from	another	point	of	view:	the	studio	is	a	kind	of	agency	that	supplies	its	clients	-	the	startups.	Another	point	of	view:	the	studio	creates	ventures	to	fulfill	the	promise	to	its	investors.	And	this	comes	down	to	money:	how	much	will	the	studio	charge	its	services	to	the	startups,	what	will	be	the
management	fee	structure,	how	will	the	studio	pay	for	the	Core	Team	(from	investment	or	from	recurring	revenues)...	This	is	a	delicate	matter	that	needs	constant	care.	Establish	credibility	of	the	studio	and	raise	initial	funds.	Raising	money	for	a	studio	is	a	challenge,	because	you	have	to	convince	investors	that	you	have	(or	will	have)	a	Team	who	can
build	multiple	ventures	and	make	a	good	return	on	the	investment.	You	will	have	to	pitch	your	concept	to	them	and	prove	(with	your	track	record)	that	you	are	able	to	execute	on	this	promise.	Manage	resource	conflicts	within	the	studio.	When	you	work	on	multiple	ventures	with	a	limited	number	of	people,	it’s	inevitable	to	have	conflicts.	Multiple
startups	want	to	have	access	to	the	same	person.	One	of	the	startups	is	close	to	breakthrough	but	it	needs	more	resources	than	planned	-	but	if	you	say	yes,	then	you	will	need	to	put	another	promising	initiative	on	hold	or	stop	it	entirely.	Keeping	all	the	companies	together	requires	additional	portfolio	management	expertise	from	the	studio
management.	This	includes	figuring	out	how	to	judge	the	portfolio-startups,	what	signals	to	take	into	consideration	when	deciding	about	go/no-go.	Some	of	the	processes	and	tasks	of	studio	leaders	include:	●	Initiate	the	whole	planning	and	building	activities	●	Incorporate	and	manage	studio	●	Investor	meetings	and	fundraising	●	Hire	and	manage
the	core	team	(until	there	is	a	VP	of	HR)	●	Attract	and	select	entrepreneurs,	co-founders,	CEO-s	●	Take	part	in	ideation	and	make	go/no-go	decisions	on	ideas,	startups	●	Mentor	and	manage	startup	CEO-s	●	Build	a	network	around	the	studio:	investors,	corporates,	build	partners…	●	Catalyse	follow	on	fundraising	and	exit-preparation	of	mature
startups	Are	you	prepared	to	face	these	challenges	on	a	daily	basis?	Would	you	enjoy	making	these	decisions	on	an	almost	daily	basis?	Then	leading	a	studio	might	be	the	right	choice	for	you.	Assuming	it	fits	your	personal	values	and	desires.	Alignment	with	personal	values	and	vision	If	you	decide	to	build	a	studio,	then	you	need	to	plan	for	the	long-
run.	You	want	to	build	an	organization	that	can	produce	early-stage	ventures	over	a	long	period	-	5	years,	10	years	and	beyond.	Make	sure	that	this	aligns	with	your	personal	lifestyle	and	values.	Some	guidelines	on	what	the	“studio	lifestyle”	includes:	●	Focus	on	the	top	of	the	startup	funnel	and	not	the	scaling	part.	Are	you	dreaming	about	building	a
company	that	becomes	a	hyper-unicorn	and	is	celebrated	throughout	the	world	for	it’s	brilliance?	Then	go	make	one.	But	studios	are	for	the	early-stage	build.	If	you	commit	yourself	to	leading	a	studio,	then	you	need	to	accept,	that	one	of	your	startups	might	become	such	hyper-unicorn,	but	not	the	studio	itself.	And	this	is	appropriate.	Startups	are	the
product,	studios	are	the	factories.	And	people	usually	don’t	care	about	the	factory.	●	Art	of	letting	go:	Some	of	your	startups	will	mature	and	become	independent.	Others	will	not	work	out	and	need	killing	to	save	and	recycle	resources	for	new	initiatives.	You	will	have	a	large	part	in	making	the	decision	about	which	companies	to	grow	independent
and	which	one	to	kill.	●	Manage	a	team	of	highly	talented	venture	builders.	Keep	them	motivated	to	launch	one	new	idea	after	another.	After	the	first	few	years,	even	such	high-value-add	and	creative	work	will	become	repetitive.	And	you	will	have	to	ensure	that	your	people	stay	inspired.	This	is	a	demanding	role.	Experience	building	up	and	running
any	kind	of	agency	will	mean	a	solid	foundation.	Building	a	startup	from	scratch	and	taking	it	to	exit	as	the	founder/CEO	is	also	a	background	that	helps.	Experience	in	investing	into	a	startup	portfolio	also	helps,	but	you	will	need	to	switch	into	a	builder	mindset.	Once	you	decided	to	do	this,	it’s	time	to	create	a	studio	funnel	that	will	produce	your
ventures.	Vision	and	strategy	Planning	a	studio	is	like	planning	a	factory.	First	need	to	know	what	the	product	will	be	-	in	this	case,	the	product	is	the	startup.	Will	your	“factory”	produce	similar	products	-	startups	with	similar	profile,	code	base…	-	or	build	custom	ventures?	This	will	determine	the	tooling	and	processes	needed,	which	will	indicate
what	skills	your	team	has	to	offer.	All	these	will	enable	you	to	create	a	financial	model,	plan	the	cash	flow	and	determine	what	the	best	funding	option	is.	I’ll	go	further:	planning	a	studio	is	like	planning	a	mini	ecosystem,	an	empire	if	you	like.	The	studio	plus	its	startups	plus	the	investors	plus	the	cooperating	partners	plus	the	potential	other
components	like	a	partnering	accelerator,	coworking	space(s)	all	form	a	vibrant	network.	To	set	this	up,	we	need	an	iterative	process.	Similar	to	using	Design	Thinking,	Lean	Startup	or	Business	Model	Canvas,	it’s	best	to	do	this	creative	process	with	a	lot	of	post	it	notes,	spreadsheets	and	a	conveniently	large	whiteboard.	Characteristics	of	a	“good
studio”	Before	planning,	let’s	set	the	guidelines	of	how	the	studio	should	behave.	What	are	the	characteristics	of	a	“good	studio”?	At	minimum	●	Sustainable:	It	can	build	multiple	startups	in	succession,	over	a	long	period	of	time.	●	Efficient:	It	gains	benefits	from	economies	of	scale	and	grows	it’s	knowledge	base	and	collective	experience.	●	Viable
startups:	The	companies	spun	out	of	the	studio	do	well	-	paying	clients,	growth…	●	Antifragile:	The	studio	recycles	resources	and	reassigns	people	from	failing	initiatives.	Key	Performance	Indicators	One	Metric	That	Matters	(OMTM)	is	a	great	concept	from	Lean	Analytics	because	it	makes	you	focus	on	the	single	most	important	factor	that	will	make
or	break	your	startup.	Meaning	that	it	somehow	relates	to	the	ability	to	make	money	-	unless	you're	a	trendy	unicorn	burning	through	other	people's	cash	for	the	sake	of	inflating	ego-s.	But	what's	the	OMTM	for	a	startup	studio?	Looking	at	short-term,	it's	tempting	to	select	a	vanity	metric	like	the	number	of	startups	you've	built,	or	the	number	of
users	among	your	products	and	such.	But	when	you	think	about	longevity	and	sustainability	of	the	entire	studio,	your	OMTM	has	to	be	the	cumulative	revenue	of	your	startups	and	the	studio	itself.	Another	candidate	for	OMTM	is	the	overall	portfolio	value	of	the	studio	-	but	I	believe	it’s	best	to	measure	market	performance.	Revenue,	especially
growing	revenue	indicates	that	you	and	your	studio	Team:	●	Build	products	or	services	other's	need;	●	Are	able	and	willing	to	sell	it	to	the	right	clients;	●	Provide	a	stable	and	scalable	platform	that	is	able	to	maintain	multiple	businesses;	●	Are	able	to	prioritize	right	and	let	go	unsuccessful	or	unnecessary	initiatives	;	●	Have	a	strong	negotiation
position	when	raising	external	funding.	Revenue	will	make	sure	the	startups	and	the	studio	can	operate	without	problems	and	grow	to	keep	on	producing	viable	companies.	Studio	and	startup	relations	Consider	the	following	questions:	What	will	be	the	model	between	the	studio	and	it’s	ventures?	Will	you	immediately	incorporate	a	new	idea	or	keep	it
within	your	main	company	to	save	legal	fees?	Will	you	charge	hourly	rates	for	the	resources?	What	are	your	plans	with	the	startups	once	they	mature	-	will	you	remain	active	or	try	to	sell	your	shares?	Read	through	the	entire	framework,	all	the	chapters	and	case	studies	and	they	you	will	be	able	to	formulate	answers	to	the	above.	Benchmark	It’s	a
good	idea	to	benchmark	other	studios	similar	to	what	you	want	to	build.	Examine	their	website	and	try	to	understand	their	investment	thesis.	Look	at	their	employee	profiles	on	LinkedIn.	Profile	their	EIR-s	and	startup	CEO-s.	Search	for	their	deals	in	AngelList,	CrunchBase	or	other	proprietary	databases.	Examine	how	well	their	startups	do	1-3-5	years
and	beyond	their	creation.	Then	start	considering	the	details	of	your	studio...	Step	#1:	Core	principles,	beliefs	and	constraints	In	this	fluid	stage,	collect	and	list	all	the	principles,	beliefs,	constraints,	assumptions	you	have.	Are	you	personally	willing	to	relocate	for	the	benefit	of	the	studio	or	do	you	want	to	do	it	where	you	live?	Do	you	prefer	B2B	or
B2C?	The	list	is	highly	personal,	only	you	can	know	what	makes	you	tick,	what	motivates	and	energizes	you.	Step	#2:	Focus	and	startup	profile	Time	to	focus	on	a	market	or	technology.	This	way,	the	studio	will	be	able	to	find	synergies	between	the	startups	created.	Here,	the	main	questions	are:	If	you	want	to	disrupt	a	well-established	market,	do	you
have	the	insider	knowledge	and	connections	it	will	take	to	reach	your	goals?	You	can	hire	as	many	talented	people	as	you	want,	but	if	you	go	into	a	market	without	the	real	understanding	for	the	industry,	then	you	are	toast.	The	easiest	way	to	mitigate	this	risk:	Select	an	industry	where	you	as	founder	have	experience	and	network.	Stay	away	from	the
shiny,	but	unknown	markets	until	you	established	a	studio	with	a	solid	track-record.	Guidelines	for	evaluating	markets:	●	Do	you	have	personal	experience,	network	in	that	area?	●	What	are	the	trends	-	both	customer	and	VC	trends?	●	Who	are	the	main	incumbents	and	startups?	●	What	are	the	expectations	for	the	next	3-5-10	years?	●	Are	you
seeing	some	untackled	problem	or	new	opportunity	no	one	else	does?	●	Do	you	have	access	to	customers?	●	Could	you	build	a	sustainable	advantage	in	this	area?	●	What	are	the	barriers	to	entry?	●	What	are	the	usual	startup	characteristics	in	that	space,	e.g.	average	time	to	exit?	Based	on	these	you	can	formulate	a	thesis	on	what	kind	of	startups
you	can	create	that	fulfill	the	needs	and	opportunities	discovered.	Some	guidelines	to	consider:	1.	Aim	at	high-margin	areas:	Don't	try	to	compete	on	price.	It's	hard	to	make	lucrative	business	with	a	1%	profit	margin.	Specialize	and	2.	3.	focus	on	a	high-margin	segment,	where	you	can	give	unique	value	and	make	a	high	profit.	This	enables	you	to	grow
your	team	beyond	fulfilling	the	agency	workload	-	so	you	will	have	the	extra	capacity	to	build	your	own	startups.	Solve	real	issues:	Leave	behind	the	urge	to	force	an	idea	on	the	World	-	we've	seen	enough	'Uber	for	cats'	type	of	things.	Follow	the	clients'	money,	and	with	every	own	startup,	build	solutions	on	proven	market	needs	instead	of	unfounded
ideation.	Know	who	your	first	client	is	and	that	they	will	pay	for	your	product.	Plan	for	the	long	run:	Even	if	everything	works	out,	a	studio	needs	3-5	but	more	like	7	years	to	give	you	the	fortune	you	are	looking	for.	And	this	will	require	a	solid	culture,	a	Team	and	Management	that	is	able	to	scale,	trusting	relation	with	future	investment	partners	and
a	commitment	to	your	market.	Chose	to	build	resilient	startups	over	fragile	unicorns.	Leave	behind	the	common	urge	for	an	instant-win.	Commit	to	results	over	promises.	Then	study	the	examples	of	those	who	already	made	it.	Step	#3:	Funnel	Now	that	you	know	in	which	market	to	enter	and	what	startups	to	build,	you	can	plan	your	processes.	In	the
next	chapter	we	will	look	at	this	in	detail	and	explore	the	following	generic	steps:	●	Ideation	●	Validation	-	and	making	go/no-go	decisions	●	Initial	build	and	spinning	off	companies	●	Scaling	and	managing	the	portfolio	Step	#4:	Core	Team	and	Entrepreneurs	Once	you	have	a	plan	for	the	funnel,	you	can	estimate	what	skills	are	needed.	And	then	you
can	gather	your	Core	Team	and	Entrepreneurs-in-Residence	who	will	lead	your	startup	initiatives.	I	separated	these	into	two	chapters,	because	of	the	different	mindsets	and	methods	needed.	Step	#5:	Financials	and	Fundraising	And	there	are	two	more	chapters	going	into	details	of	how	to	estimate	financials	of	a	studio.	And	then,	how	to	get	the
money	to	start	building.	Step	#6:	Reality	check	Before	showing	the	concept	to	investors	in	real-life	meetings,	it’s	good	to	do	a	reality	check.	Ask	yourself	-	and	your	main	partners:	●	Is	our	vision	and	strategy	aligned	with	our	personal	long-term	preferences?	●	Is	our	preferred	market	attractive	enough,	do	we	have	an	unfair	advantage?	●	Do	we	have
access	to	the	key	people	to	start	with?	●	Can	we	get	the	initial	capital	to	fund	our	first	few	ventures?	●	Are	we	taking	the	right	advantages	out	of	the	studio	approach?	●	Is	our	financial	model	realistic?	●	Do	we	know	who	the	later-stage	investors	and	potential	acquirers	of	our	future	startups	are?	●	Do	we	really	want	to	spend	the	next	5-10-15	year
leading	a	team	and	organization	where	we	create	new	ventures	in	which	we	are	shareholders,	get	them	on	their	feet	just	to	let	them	go	and	grow	on	their	own?	Expect	operational	challenges	There	will	be	also	ad-hoc	challenges	3-6-12-18	months	into	the	studio's	operations.	How	to	resolve	resource	prioritization	conflicts	between	startups,	how	to	do
go/no-go	decisions	on	a	portfolio	level,	how	to	do	the	spinoff	and	individuation	process	for	the	successful	startups	in	light	of	the	different	investors	you	want	to	bring	in	at	different	stages...	After	the	first	1,5-2	years	and	8-12	operational	startups,	things	quiet	down	and	the	studio	can	continue	to	expand	and	prosper	with	the	processes	and	culture	in
place.	But	before	we	need	to	worry	about	those,	let’s	look	at	the	main	components	in	more	detail.	The	Studio	Funnel	The	main	asset	of	a	venture	builder	is	its	overall	ability	to	build	startups	“by	the	dozen”.	In	this	chapter	we	will	look	at	the	typical	steps	in	this	venture	building	process,	from	market	selection	to	managing	the	startup	portfolio.	Because
every	studio	is	unique,	you	will	need	to	experiment	with	how	exactly	to	put	together	these	steps,	e.g.	how	much	you	are	willing	to	spend	on	idea	validation,	what	your	go/no-go	criteria	will	be.	But	the	main	stages	of	a	solid	studio	funnel	are	the	following...	A	fair	warning:	The	below	steps	apply	if	you	want	your	studio	to	own	every	step	of	the	startup
creation	process.	If	your	studio	joins	outside	teams	or	founders	to	help	building	their	products,	then	some	of	more	of	these	steps	and	guidelines	don’t	apply.	The	main	values	in	the	studio	approach	is	the	ability	to	shape	startups	right	from	step	zero	-	even	before	the	ideation	starts.	And	that	usually	includes	a	rigorous	idea	selection	and	validation
process	with	the	critical	benefit	of	cost	efficiency.	Studios	taking	a	support	role,	joining	as	the	“xth	cofounder”	can	negate	this	benefit.	To	manage	this	risk,	the	studio	needs	to	screen	and	assess	the	external	startups	and	founders	viability	and	ability	to	execute	as	strict	as	they	would	do	it	with	an	internally	generated	idea.	Create	an	abundance	of
ideas	The	bread	and	butter	of	a	studio	is	to	launch	one	startup	after	another.	To	do	this,	you	need	a	healthy	pipeline	of	ideas.	Accelerators	look	for	external	applicants	but	studios	most	often	generate	their	own	ideas	and	build	startups	around	them.	And	as	we	discussed	in	the	previous	chapter,	it’s	good	to	focus	on	one	market	at	once.	This	way	your
team	will	gain	an	understanding	of	that	market’s	characteristics	and	the	idea	generation	and	validation	processes	will	gain	efficiency	from	this.	Consider,	that	most	of	the	successful	studios	focus	on	one	industry	or	one	customer	segment.	For	Betaworks	this	is	media;	for	eFounders	this	is	SaaS.	If	you	are	still	in	the	early	days,	and	can	afford	it,	play
around	with	different	ideas	and	markets	to	find	your	sweet	spot.	To	build	a	healthy	idea-pool,	set	up	regular	ideation	sessions,	browse	industry	news	to	learn	about	trends	and	emerging	opportunities,	and	write	down	every	possibility.	Work	out	a	scoring	system	to	decide	which	idea	to	select	for	execution.	Create	an	abundance	of	ideas.	Sunk	cost	is
one	of	the	leading	reasons	for	burning	cash.	Many	heavily-funded	startups	go	down	the	drain	because	founders	and	investors	keep	pouring	money	into	something	despite	lack	of	traction	and	real	value.	In	a	startup	studio	where	you	are	responsible	for	more	than	one	venture,	you	don’t	have	this	luxury.	Burn	your	resources	on	one	and	you	will	kill	all
the	others	too.	Learn	to	let	go	early	on	and	move	to	the	next	idea.	Keep	an	emotional	distance	from	ideas	before	seeing	traction;	●	Set	exact	boundaries	on	how	much	you	spend	on	an	idea;	●	Learn	to	be	lean	and	cost-efficient	with	validation	and	build;	●	If	an	idea	needs	to	fail,	let	it	be	a	quick	and	low-cost	failure;●	Have	plenty	of	new	problems-ideas
on	the	shelf.	This	last	one	is	easier	than	you	think.	We	used	to	do	60-minute	workshops	to	ensure	this.	We	start	with	nothing,	an	empty	mind;	●	On	the	spot	we	identify	actual	problems;	●	Select	the	biggest	one,	based	on	gut	feeling;	●	Generate	possible	solutions;	●	Prioritize	and	select	the	one	that	looks	most	promising;	●	We	even	do	a	crude	product
concept	and	business	model	canvas.	...	in	60	minutes.	Do	this	once	a	day	and	you'll	have	300+	viable	startup	concepts	in	a	year	to	chose	from.	It's	easier	to	avoid	sunk	cost	mistakes	when	you	have	plenty	of	new	directions	available	to	you.	Ideation	approaches	to	test	out:	●	Inspiration	and	personal	motivation	(where	do	you	want	to	make	an	impact,
where	does	your	passion	lead?)	●	Extrapolate	from	previous	(personal	or	studio)	successes	●	Look	at	trending	markets,	technologies	●	Other	startups	and	incumbents	in	that	area	●	Explore	what	your	existing	high	value	business	connections	want	(e.g.	if	you	have	strong	connections	to	corporations	that	do	a	lot	of	startup	acquisitions…)	●	Interview
customers	and	executives	in	your	focus	area	and	identify	pain	points	Input	needed	to	start	ideation	stage:	●	Studio	vision	and	market	focus	●	A	laptop	and	internet	connection	●	At	least	one	person	-	so	you	can	start	ideating	viable	ideas	even	before	you	spend	one	cent	on	a	studio	Tools	and	methods:	●	A	simple	whiteboard	with	a	lot	of	post	it	notes	●
Idea	spreadsheet:	Short	description	of	the	idea;	Similar	products;	Hypothetical	customer	profile;	score	on	market;	score	on	feasibility	●	Design	Thinking,	Value	Proposition	Canvas,	Business	Model	Canvas	and	other	proven	business	methods	Output	of	this	stage:	●	Product	and	service	ideas	detailed	well-enough	to	start	working	on	validation
experiments	Initial	validation	and	idea	selection	Let’s	say	we	have	a	dozen	ideas,	just	waiting	to	be	built.	First	we	need	to	figure	out	which	one	to	prioritize.	An	easy	exercise	for	this	is	to	rate	all	ideas	on	a	scale	of	1–5	in	three	categories:	How	severe	is	the	problem;	How	big	is	the	market;	The	level	of	confidence — based	on	gut	feeling — you	believe	you
will	be	able	to	build	something	that	is	innovative	and	that	can	grow	fast.	The	highest	rating	wins	and	the	validation	process	can	start.	For	this	stage	I	recommend	a	small	budget	and	short	timeframe.	This	might	take	anywhere	between	a	few	days	to	a	few	weeks.	You	can	assign	and	Entrepreneur	even	in	this	stage	to	lead	the	validation	effort.	But	note,
that	this	stage	is	still	about	filtering.	So	chances	are,	that	Resources	needed:	●	Validation	Team	(e.g.	Business	Analyst	or	Entrepreneur,	and	a	Team	to	build	landing	pages	and	do	online	marketing	experiments)	Input	needed	to	start	ideation	stage:	●	List	of	prioritized	ideas	to	test	Tools	and	methods:	●	Depending	on	whether	the	idea	is	B2B	or	B2C
and	the	market	segment,	use	the	proven	startup	validation	techniques,	which	range	from	landing	pages	to	direct	calls,	online	ads...	Tasks:	●	Measure	customer/market	interest	-	estimate	Customer	Acquisition	Cost,	sales	cycle	time…	●	Find	customer	acquisition	channels	and	potential	growth	engines	●	Make	go/no-go	decisions	about	which	ideas	to
progress	into	the	build	stage	Output	of	this	stage:	●	Pitch	deck	of	the	startup	concept	●	Concept	for	Minimum	Viable/Loveable/Awesome	Product	Note,	that	some	studios	are	much	more	committed	to	an	idea	already	in	this	early	stage.	For	this	to	work,	so	if	you	want	to	spend	more	on	validation	and	exploration	of	each	idea,	then	you	need	a	stronger
filter	between	the	Ideation	->	Validation	stages,	or	base	these	activities	on	the	strengths	of	the	Studio	Partners	or	Entrepreneurs.	Trashing	ideas	Before	building,	let’s	look	at	a	sensitive	topic:	How	to	discontinue	not-sosuccessful	ideas	and	startups.	This	is	important,	because	in	a	venture	builder	you	don’t	want	to	have	resources	bogged	down	by
startups	that	go	nowhere.	It’s	much	better	to	let	go	of	it,	and	focus	your	forces	on	a	new,	more	promising	initiative.	This	is	easier	said	than	done.	In	a	startup	studio	you	might	have	different	types	of	startups.	And	sometimes	it’s	hard	to	clearly	decide	which	one	can	be	successful	and	which	can’t.	Also,	letting	go	might	become	an	emotional	challenge
too.	Especially	for	people	who	were	dedicated	to	that	project.	For	example,	in	2015	we	had	a	startup,	called	Offixed.	We	wanted	to	disrupt	the	office	supply	market	by	creating	a	solution	that	makes	it	easier	and	more	cost	efficient	to	order	office	supplies.	We	brought	onboard	a	new	CEO,	who	already	built	a	successful	import-export	business,	and	was
ready	to	take	on	a	startup	challenge.	After	a	few	months,	we	had	to	admit	that	the	office	supply	market	in	CEE	was	not	as	easy	to	penetrate	as	we	thought.	For	sure,	we	could	have	sticked	to	the	idea	for	half	a	year	more,	in	hope	of	a	breakthrough.	But	we	were	concerned	that	it	will	consume	too	many	additional	resources.	That	would	have	prevented
us	from	building	some	more	startups.	So	in	agreement	with	the	CEO,	we	stopped	operations.	So	far	so	bad.	The	delightful	surprise	was,	that	after	a	short	vacation,	he	came	back	to	our	studio,	with	a	new	idea.	We	decided	to	go	for	it,	and	this	initiative	become	a	successful	startup	-	now	beyond	Series	A.	What	enabled	us	to	move	so	quickly	from	one
idea	to	another	were	3	key	points:	●	Make	fast	and	transparent	decisions:	The	worst	thing	one	could	do	is	to	continuously	postpone	the	hard	decision	to	kill	a	project.	This	would	keep	everybody	in	a	frustrating	state	of	uncertainty.	It’s	much	better	to	have	clear	success/failure	criteria,	a	hard	deadline	or	a	set	budget	to	get	traction.	When	the	startup
reaches	the	success	criteria,	carry	on,	commit	some	more	resources	if	needed	to	reach	seed	funding.	If	not,	then	cut	ties	fast	and	move	one.	●	Prepare	your	team	professionally	and	personally:	Chances	are,	if	this	is	your	first	studio	project,	then	most	of	your	people	will	be	focused	on	this	project	entirely.	So	letting	go	of	it	will	be	difficult.	One	way	to
mitigate	the	problem	is	to	scale	back	effort	on	Startup	A	and	initiate	work	on	Startup	B.	And	only	then	fully	withdraw	from	the	failing	one.	When	your	studio	already	has	more	resources	and	startups	in	progress,	then	it	becomes	easier.	However,	the	sunken	cost	fallacy	will	still	haunt	you.	So	learn	to	detach	yourself	from	any	startup,	at	the	right	time.
●	Strengthen	the	studio’s	collective	experiences:	One	of	the	best	advantages	of	a	studio	versus	a	regular	startup	is,	that	even	if	a	startup	fails,	you	can	keep	together	the	team.	This	includes	the	CEO-s.	And	this	means	that	over	time	your	organization	will	build	up	a	huge	collective	knowledge	base.	This	will	let	you	build	your	next	startups	easier.	To
build	on	this	opportunity,	you	can — and	should — include	a	post-mortem	evaluation	of	each	failed	idea	and	startup	attempt.	And	do	a	pre-mortem	before	you	start	one.	Overall,	a	studio	needs	a	culture	that	makes	it	easy	and	painless	to	shut	down	unsuccessful	or	invalidated	ideas.	Initial	build	Next,	let’s	build	something	that	users	can	fall	in	love	with.	In
this	stage	you	will	need	dedicated	Entrepreneurs-CEO	for	each	initiative.	Also	consider	assigning	a	dedicated	CTO	if	the	product	requires.	The	CEO	/	CTO	and	the	Core	Team	can	sit	together	to	figure	out	plans	and	mockups	for	an	initial	product.	Use	whichever	prototyping	tool	your	people	prefer.	This	should	be	quick	and	still	low-budget.	Build	time	of
a	few	weeks	in	case	of	simple	web	apps.	One	core	feature,	nice	and	smooth	design.	Just	enough	to	make	some	initial	marketing	campaigns	to	test	user	acquisition	and	to	be	able	to	do	user	tests,	assuming	we	are	talking	about	B2C.	B2B	is	an	entirely	different	game.	We	had	a	B2B	HR	startup	for	raising	employee	engagement	and	performance
management	process	for	service	centers.	And	it	was	a	long	game	of	patience	to	get	contracts	and	deployment	with	large	companies.	There	you	need	to	be	more	thorough	form	the	beginning.	Input	needed	to	start	ideation	stage:	●	Go	decision	from	the	Studio	Leadership,	including	the	decision	on	budget	Goal	to	achieve:	●	Find	Problem-Market	fit,
Product-Market	fit,	generate	traction	●	Create	a	startup	that	is	ready	to	be	incorporated/spun-off	and	receive	follow-on	funding	(from	the	studio	fund	or	external	investors…	See	the	Fundraising	chapter	for	details.)	Resource	needs:	●	Dedicated	CEO	(and	possibly	CTO)	●	Financial	resources	and	Core	Team	to	do	the	build	●	Dedicated	Team	for	the
startup-specific	tasks	(e.g.	customer	support,	dedicated	sales…)	Tasks	●	Create	the	Minimum	Viable/Loveable/Awesome	Product	●	Acquire	early	adopters	●	Refine	product	●	Explore	growth	channels	and	methods	●	Create	the	business	roadmap	of	the	startup	●	Start	fundraising	(Studio	Leadership	+	Startup	CEO	together)	Tools	and	methods:	●
From	here	on,	we	are	going	into	regular	startup	building	methodologies,	except	the	CEO	(and	CTO)	of	the	startup	will	have	access	to	the	studio	as	underlying	build	platform	Output	of	this	stage:	●	A	product	that	generates	traction	(ideally:	paying	clients,	recurring	revenue	and	a	sustainable	growth	engine)	●	Pitch	deck	of	the	startup	Go	/	No-go
decision	How	will	you	decide	which	startup	to	kill	and	which	one	to	spin-off?	A	good	metric	is	to	have	a	working	MVP,	active	users	and	a	scalable	growth	engine	at	the	end	of	the	initial	startup	experiment	phase.	Or	you	can	set	the	bar	higher	and	aim	for	Product-Market	fit.	To	set	these	milestones,	know	how	much	your	studio	can	commit	to	each
experiment.	In	our	case	it	was	around	10k-20k	EUR	and	3–6	months	for	our	sharing	economy	batch.	Spending	more	on	one	startup	would	take	away	the	chance	to	start	another.	And	that	would	hurt	our	long	term	vision	of	building	12–	15	startups	every	year.	From	this	amount,	our	startups	had	to	reach	a	seedinvestment	ready	level.	This	included
working	product,	active	and	growing	users,	revenue.	Then	we	could	take	them	to	our	investor	network	and	get	a	seed	round.	Growth	and	raising	seed	round	Once	we	think	we	found	Product-Market	fit,	we	prepare	for	raising	a	seed	round.	In	terms	of	tooling,	this	means	opening	a	presentation	and	spreadsheet	tool	to	prepare	investor	decks	and	a
feasible	business	estimates.	Fortunately,	as	a	startup	studio	it	becomes	easier	to	talk	to	investors	once	there	are	already	a	few	successful	portfolio	companies.	And	we	use	this	advantage	to	quickly	get	seed	money	so	we	can	spin-off	the	startup	and	let	it	grow.	In	terms	of	tooling	and	processes,	this	is	nothing	special.	Presentations,	spreadsheets,	email
and	an	investor	database — a	simple	to	use	CRM	to	track	the	details.	Follow	the	conventional	startup	wisdom	and	best	practices.	Also	decide	what	role	you	will	take	after	follow-on	investments.	Many	studios	will	delegate	board	members	for	example,	and	also	remain	active	cofounders	who	continue	building	the	startup.	Scaling	and	beyond	Let’s	assume
that	some	of	your	startups	could	raise	a	seed	investment.	Now	it’s	time	to	make	sure	these	companies	can	spin	off	and	smoothly	become	independent	from	the	studio	-	to	pave	the	way	for	further	investments	and	exit.	At	this	stage,	the	startup	CEO	will	already	have	budget	to	expand	the	dedicated	team.	This	means	first	onboarding	a	management	team
who	will	take	charge	of	key	areas	(like	product	development,	sales,	marketing…)	from	the	studio’s	Core	Team.	A	sensitive	part	at	this	stage	is	to	re-negotiate	if	needed	the	financial	agreement	between	the	studio	and	the	startup,	e.g.	what	competencies	the	startup	still	needs	from	the	“mothership”,	what	are	the	appropriate	hourly	rates...	Also,	the
CEO	and	the	studio	leadership	will	engage	in	further	investor	relations	activities,	scouting	for	either	follow	on	investment	or	ways	to	make	an	exit.	Exit	When	it	comes	to	startup	exits,	some	studios	are	aiming	for	low-hanging	fruits,	quick	wins	and	positioning	their	startups	so	that	those	will	be	an	ideal	acquisition	target.	Then	they	use	the	money	from
their	exits	to	build	even	more	startups.	Some	studios	plan	for	the	long	run,	build	startups	that	have	synergies,	build	unicorns	and	take	over	a	whole	market.	Make	it	clear	to	yourself	and	your	team	what	the	long-term	goal	is.	My	take	is	that	in	underdeveloped	startup	ecosystems,	the	studios	should	aim	for	early-stage	exits.	This	could	be	a	great	way	to
build	an	experienced	local	CEO	pool	who	took	part	in	all	stages	of	startup	building	from	ideation	to	exit.	Now	let’s	look	at	how	you	can	build	a	team	and	attract	entrepreneurs	who	can	execute	this	funnel.	Entrepreneurs-in-Residence	and	CEOs	One	consensus	among	all	studios	is	that	finding	the	right	people	is	the	biggest	challenge.	You	need
complementing	co-founders	who	have	a	good	mix	of	entrepreneurial	thinking,	and	are	able	to	work	on	multiple	startups,	often	with	conflicting	priorities.	You	need	a	special	mix	of	people	-	willing	to	take	risks	and	work	on	something	with	absolute	passion,	like	an	entrepreneur,	but	also	able	to	shift	focus	if	needed	to	a	different	startup.	Let’s	see	how	to
attract	and	nurture	such	entrepreneurs...	Entrepreneurs-in-Residence	is	one	of	the	key	ingredients	that	enable	startup	studios	&	corporate	startup	initiatives	to	effectively	expand	with	startups.	A	bestof-breed	of	the	traditional	startup	founder	and	a	manager,	a	well-trained	and	enabled	EIR	will:	●	Discover	what	the	market	needs	-	by	using	fast	and
lean	startup	methods;	●	Take	that	insight	and	give	directions	to	the	core	team	to	turn	it	into	a	viable	product;	●	Sell	it	and	generate	traction,	then	the	follow-on	funding,	and	hopefully	arriving	at	an	exit.	The	first	challenge	is	to	build	up	the	selection,	onboarding	and	training	program	that	nurtures	EIR-s	in	a	sustainable	manner.	Best	practices	are
available.	How	Betaworks	creates	a	balanced	environment	for	idea	owners,	how	Efounders	select	business	and	technical	co-founders;	how	Midealab	builds	a	sustainable	studio	culture	are	all	examples	you	can	get	inspiration	from.	All	described	in	the	case	studies.	Here	are	the	main	factors	to	consider:	Profiling	and	assessment	If	you	know	what
startups	you	want	to	produce,	then	you	can	extrapolate	an	ideal	CEO	persona.	Right	at	the	start	you	can	decide	whether	you	want	the	studio	to	take	on	junior	entrepreneurs	and	train	them,	or	you	want	to	focus	on	veterans	-	then	you	also	need	to	figure	out	how	to	convince	and	compensate	them	well	enough	to	join	an	emerging	studio.	Assess	your
potential	EIR-s	on	key	factors	like	previous	track	record,	leadership	style,	network	in	the	specific	market,	coachability.	Look	at	the	EIR/CEO	profiles	of	similar	successful	startups	and	studios	for	a	benchmark.	Attracting	Talent	To	attract	EIR-s	the	studio	has	multiple	ways:	●	Engage	personal	network	(fairly	easy,	good	for	the	start,	but	not	scalable	and
requires	time	of	the	studio	leaders,	which	will	be	a	scarce	resource	in	the	future).	●	Have	a	strong	online	brand	presence	for	the	studio	and/or	the	leader.	●	Be	present	and	speak	on	local	startup	meetups.	●	Build	a	community	of	talented	people	around	your	studio.	●	Experiment	with	initiatives	like	the	Hackers-in-Residence	program,	hackathons…	It
will	be	hard	to	find	ready-EIR-s,	because	candidates	will	be	either	unexperienced	in	one	or	more	fields	or	they	will	work	on	their	own	projects	and	hard	to	make	them	commit	to	the	studio.	Additionally,	to	convince	senior	entrepreneurs,	you	might	have	to	show	some	results.	Onboarding	and	Training	Studios	need	a	kind	of	CEO	development	system
that	ensures	the	necessary	skills	are	passed	on.	These	skills	might	include	-	based	on	the	studio’s	market	focus	and	build	thesis:	●	Generic	startup	know-how,	how	to	take	an	idea	from	zero	to	exit	(in	theory)	●	Ideation,	validation	and	business	modeling	skills	●	A	skill	bucket	that	brings	in	the	money:	sales,	growth	hacking…	●	Investor	relations:	know
how	to	pitch,	how	to	negotiate…	●	Project	and	people	management	skills	to	lead	the	teams	●	Managing	a	company	-	legal,	regulatory	and	financial	aspects	For	most	of	these,	you	can	find	high-quality	books	and	lectures	online,	free	and	paid.	Build	up	a	knowledge	base	and	streamline	the	onboarding	and	training	activities.	Management	of	EIR-s	The
studio’s	leader	has	an	overall	responsibility	of	managing	the	entrepreneurs.	This	means	ensuring	that	they	have	ownership	of	the	ideas	and	startups	assigned	to	them	(based	on	mutual	agreement!),	that	they	follow	the	processes	and	respect	the	other	startup	initiatives,	that	they	share	their	expertise	with	the	other	EIR-s	in	the	studio.	This	is	a
question	of	culture	and	discipline,	so	needs	attention	from	day	one.	To	make	this	more	tangible,	here	are	some	best	practices:	●	Do	regular	one	on	one-s	with	the	EIRs,	to	check	in	on	progress	and	to	nurture.	●	Make	sure	EIR-s	are	neither	overloaded	nor	bored.	●	When	the	startup	is	ready	to	raise	a	seed	round,	do	the	fundraising	meetings	together.
●	Facilitate	knowledge	sharing	within	your	EIRs.	Compensation	A	critical	question	is,	how	studios	handle	compensation.	A	competitive	salary	is	almost	always	part	of	the	mix.	After	all,	you	as	leader	of	the	studio	will	have	much	more	influence	on	what	startups	will	be	built,	so	co-founders	or	portfolio	companies	are	part	entrepreneurs,	part	employees.
Based	on	the	answers,	studios	take	anywhere	between	30	and	80%	of	equity,	with	the	average	being	around	50%.	This	seems	like	a	huge	amount,	but	if	you	consider	that	they	often	provide	the	idea,	infrastructure,	human	resources	and	money,	and	the	entrepreneurs	have	to	“simply”	put	together	the	pieces,	then	it	becomes	clear	why	they	keep	so
much	equity.	One	key	question:	Is	the	startup	from	an	in-house	idea	or	external?	If	a	studio	joins	an	external	startup,	they	will	act	as	a	kind	of	institutionalized	co-founder — but	in	the	sweat	and	tears	for	equity.	Usually	minority	equity.	Also,	in	later	investment	stages,	the	investors	the	studio	and	the	startup	team	can	renegotiate	and	balance	out	the
cap	table.	Control	is	a	sensitive	topic.	Usually	the	studios	have	most	influence	over	what	gets	built	and	what	doesn’t.	At	some	studios,	co-founders	are	definitely	in	the	driver’s	seat.	Once	the	company	is	launched	and	the	team	is	set	up,	they	act	independently,	but	can	always	rely	on	studio	experience	and	resources.	By	the	time	a	startup	reaches	Series
A,	B	or	exit,	the	equity	stake	of	the	studio	might	dilute	to	that	of	an	angel	investor.	Depends	on	a	lot	of	factors,	the	continuous	contribution	of	the	studio	in	the	startup,	the	investors,	the	market…	Core	Team	Building	the	Core	Team	of	a	startup	studio	is	even	bigger	challenge	than	building	the	initial	team	of	a	standalone	startup.	In	the	latter	case,
people	will	have	to	focus	on	one	product,	one	business.	In	case	of	a	studio,	people	will	build	multiple	startups	at	the	same	time.	Often	lines	will	get	blurred	between	these	initiatives.	There	will	be	prioritization	and	resource	issues.	A	strong	core	team	will	be	able	to	overcome	these	professional	and	cultural	challenges	and	produce	ventures	that	can
thrive.	You	will	need	to	assemble	people	who	can	cover	the	wide	range	of	competencies	one	needs	to	build	a	company.	Ideally	your	studio	should	provide	all	the	competencies	a	startup	needs:	development,	design,	marketing,	sales,	legal,	admin,	etc.	In	the	early	days,	this	is	limited	by	how	many	people	you	can	keep	on	payroll.	The	advantage,
compared	to	a	regular	startup	is	that	the	size	of	your	core	startup	studio	team	can	reduce	the	payroll	cost	of	each	individual	startup.	Once	you	hired	your	people,	you	need	to	figure	out	how	to	organize	your	team.	On	one	end	of	the	scale	you	have	studios	like	Betaworks,	where	startups	have	their	own	dedicated	team.	In	the	middle	you	have	studios
like	Quasar	Ventures	that	have	some	centralized	competencies	(market	research,	initial	product	design)	and	keep	CEO	and	CTO	candidates	in	standby.	And	you	have	almost	entirely	centralized	teams	like	in	the	case	of	Drukka,	where	only	the	CEO	is	dedicated	in	the	early	days	of	a	new	startup.	Skill	Matrix	With	your	vision	and	strategy	-	including	the
studio’s	focus	area	and	startup	profile,	now	it’s	time	to	list	all	the	skills	you	will	need	to	cover.	Some	of	the	main	categories:	●	Idea	generation	and	product	validation	methodologies:	Design	Thinking,	Lean	Startup,	Landing	pages,	Business	Model	Canvas	etc.	●	Market	research	skills,	including	online	and	offline	research,	customer	profiling	etc.	●
Marketing	and	sales	-	specialities	depend	on	what	the	market	and	target	customers	are.	●	Project	and	product	management	●	Design:	UX,	UI,	graphic	●	Product	engineering	●	People	management	●	Finance	●	Legal	●	HR	●	...	On	a	personal	level,	team	members	should	have	excellent	teamwork	skills	and	some	basic	project	focus:	so	they	are	able	to
switch	attention	between	startup	initiatives.	Resource	assignments	The	next	critical	point	is	to	assign	the	resources	for	the	startup	experiment.	This	is	not	so	much	a	professional	challenge,	but	a	psychological	one.	Depending	on	your	team	structure,	you	might	have	a	dedicated	CEO	for	the	new	startup	and	your	core	team	split	between	projects.	Or
you	could	have	only	a	thin	core	team,	let’s	say	for	market	research	and	investor	relations.	And	you	assign	a	dedicated	CEO	and	CTO	for	the	startup…	In	new	studios,	the	initial	challenge	is	to	get	used	to	the	fact	that	you	will	build	multiple	startups	simultaneously.	Some	will	fail	and	the	team	will	have	to	let	go	of	it	easier	than	in	a	regular	startup.	When
an	experiment	succeeds,	some	people	will	become	part	of	the	dedicated	startup	team	while	some	will	remain	with	the	studio.	There	are	studios	where	startups	only	have	a	CEO	(and	maybe	a	CTO)	as	a	dedicated	resource,	and	all	other	competencies	are	provided	by	centralized,	shared	teams.	In	some	cases,	the	studio	puts	together	fully	dedicated
startup	teams.	Often	from	pre-screened	entrepreneurs	and	developers	who	are	on	standby.	The	leaders	of	the	organization	have	to	ensure	that	the	rules	of	these	assignments	are	clear	to	everyone.	Also	individual	preferences	should	be	considered	as	much	as	possible.	Some	simple	steps	you	can	also	outsource	to	contractors	and	freelancers,	if	that	is
more	efficient.	For	example,	you	don’t	want	your	senior	designer	doing	crude	landing	pages	all	day	long	for	cheap	idea	validations.	He	should	work	more	on	higher	level	concepts,	more	value	add	work,	and	the	“grunt	work”	can	be	done	by	juniors	or	external	resources.	Time	management	and	other	basic	tools	As	most	of	the	core-team	members — 
including	design,	development,	marketing,	back-office — work	on	multiple	startups,	we	need	to	track	their	time.	A	simple	time	management	tool	like	is	more	than	enough.	But	the	use	is	needed	if	you	want	to	make	the	effort	transparent.	As	for	other	tools,	use	the	common	best	practices	and	tool	stacks:	Slack,	Dropbox,	GSuite,	Jira…	There	is	almost
nothing	studio-specific	here.	Trust	enables	everything	else	How	do	you	build	a	startup	studio	Team	that's	able	and	willing	to	build	many	successful	ventures?	And	by	successful	I	mean	that	the	venture	has:	●	a	working	product;	●	which	users	use,	are	paying	for;	●	and	there	is	a	sustainable	and	rentable	growth	engine.	To	achieve	this	level	startup
'mass-production'	you	need	a	culture,	that	●	generates	a	sense	of	ownership	in	your	Team	members	and	startup	leaders	-	beyond	equity	and	salary;	●	enables	experimentation	and	makes	it	possible	and	cost-efficient	to	quickly	let	go	of	unsuccessful	initiatives;	●	lets	your	startups	mature	and	become	independent	from	the	studio.	Trust	is	the
foundation	for	such	culture.	As	the	leader,	you	might	be	an	accomplished	entrepreneur	with	decades	of	business	building	experience.	So	naturally,	you	could	do	many	things	much	better	than	the	often	young	CEOs	who	lead	the	startups	created	by	the	studio.	It's	tempting	to	always	be	right	and	do	it	yourself.	But	that's	called	micro-management.	And
it	not	only	burns	your	time	that	you	should	spend	on	strategy,	investor	relations	and	growing	the	core	Team	-	but	it	also	dilutes	the	sense	of	responsibility	of	others.	If	you	want	to	be	able	to	produce	more	than	a	dozen	ventures,	you	have	to	learn	to	give	room	to	your	Team.	Trust	them.	Compensation	The	base	compensation	of	your	core	team	will	be
salary:	pay	them	well	if	you	want	them	to	create	new	ventures	with	passion.	Assuming	that	you	don’t	have	all	the	money	in	the	world	to	build	a	nice	and	shiny	initial	office	and	overpay	your	staff,	you	will	need	strong	employer	branding	to	be	able	to	scale	up	your	team.	One	additional	technique	might	be	to	set	up	an	equity	pool	that	provides	some	(at
least	symbolic)	share	from	all	of	the	studio’s	all	portfolio	companies.	This	way	everybody	will	be	invested	in	the	success	of	any	startup.	So	far	I	haven’t	found	a	studio	that	employs	such	a	model,	but	I’ll	dig	deeper	in	future	parts.	Apart	from	these,	the	compensation	of	the	core	team	is	much	like	compensation	of	people	in	agencies	who	work	on	multiple
client	projects.	But	here,	they	will	create	new	ideas	and	companies.	Which	is	more	exciting	and	rewarding	to	see	the	result	-	companies	that	flourish.	A	preview	on	financial	modeling	This	is	a	short	guide	on	how	to	estimate	and	model	the	costs,	revenues,	valuations	and	returns	of	a	studio.	A	short	one,	because	for	this	to	work,	you	already	need	to	have
some	key	assumptions	about	the	market,	the	focus,	the	“typical	startup	produced”	the	required	skills	and	associated	wages	in	your	specific	region.	And	a	short	one	because	this	kind	of	modeling	is	best	done	first	using	a	whiteboard	-	to	draw	your	studio	structure	and	funnel,	then	with	a	spreadsheet	to	see	the	numbers	emerge.	Before	you	can	start
this,	you	already	need	a	tentative	decision	on	the	financial	agreement	between	studios	and	the	startups.	How	to	track	cost,	how	to	charge	for	resources	etc.	I	will	share	spreadsheet	templates	on	the	startupstudio.vc	in	Spring	2019,	that	might	make	it	easier	to	build	a	calculator	for	your	needs.	Until	then,	I	suggest	creating	separate	spreadsheet	tabs
for	estimating	the	cash	flow	of	one	startup,	then	take	the	overall	numbers	and	use	that	to	build	another	tab	for	modeling	the	studio	funnel.	For	the	individual	startup	cash	flow	estimation,	consider:	●	Hours	and	other	resources	needed	to	generate	ideas;	●	Hours	and	other	resources	needed	to	validate	ideas;	●	Hours	and	other	resources	needed	for
the	initial	build.	This	includes	Core	Team	and	Leadership	costs,	cost	of	infrastructure,	expenses	like	advertisement...	To	estimate	the	cash	flow	of	the	whole	funnel,	consider:	●	Number	of	fresh	ideas	that	go	into	the	pipeline;	●	Estimated	pass-through	rate	from	fresh	ideas	to	validated	ideas	●	Estimated	cost	for	initial	build	(or	whatever	you	planned	as
next	build	step)	●	Estimated	pass-through	rate	from	validated	ideas	to	initially	built	products	●	Decision	on	what	to	do	next:	the	studio+startup	raise	a	seed	round,	or	does	the	studio	provide	additional	financing?	●	Expected	rate	to	go	from	new	startups	to	seed	funded	startups.	To	create	a	table	that	helps	you	estimate	overall	portfolio	value	and	cap
table	progressions,	use	the	above	success	and	pass-through	rates,	but	instead	of	looking	at	the	cash	flow,	look	at	the	cap	tables,	valuations,	factor	in	the	typical	investment	round	sizes,	Equity	Stock	Option	Plan	size…	With	all	this	you	want	to	figure	out	how	much	money	you	need	on	a	monthly	basis	to	keep	the	core	team	engaged	and	building	ventures
for	as	long	as	you	expect	your	first	startup	success	to	bring	home	a	big	return.	This	can	take	years.	If	the	studio	does	agency	assignments	and	has	a	stable	revenue	or	the	studio	founder	puts	in	own	money,	then	there	is	no	critical	need	for	initial	fundraising.	Which	helps	to	generate	traction	before	going	to	investors.	Another	viable	strategy	is	to	create
startups	and	push	them	to	a	seed	investment	stage	and	then	charge	the	startups	for	the	resources	provided.	For	this	to	work,	the	studio	must	be	transparent	to	startups	and	investors	and	has	to	offer	good	enough	rates	so	that:	1.	2.	The	startups	are	financially	motivated	to	use	the	studio.	Because	in	many	cases	it’s	more	cost	efficient	to	use	and	on-
demand	resource	from	the	studio	than	to	hire	a	full	time	employee.	The	investors	can	be	certain	that	the	studio	doesn’t	overcharge	the	startups	-	from	their	money.	Once	you	know	how	much	outside	capital	you	need	to	get	things	started	(or	to	expand)	then	it’s	time	to	build	a	strong	case	for	investors...	Fundraising	and	investor	relations	Startup
studios	are	very	efficient	venture	builders.	With	a	large	enough	core	team,	you	start	to	see	economies	of	scale	in	building	products	and	businesses.	The	challenge	is	to	keep	all	these	people	on	the	studio’s	payroll.	An	even	bigger	one	is	raising	the	needed	initial	capital.	Let’s	look	at	how	you	can	get	enough	money	to	get	things	going.	Founder	cash:	As
mentioned	earlier,	most	successful	startup	studios	were	founded	by	either	institutional	founders	or	by	entrepreneurs	who	already	made	their	fortune.	And	if	you	are	someone	who	made	a	considerable	exit,	then	you	can	easily	fund	your	studio	in	the	early	days,	to	reach	a	level	self	sufficiency.	If	you	want	to	create	a	studio	and	you	have	the	money	to
finance	your	first	5-10	startups,	create	your	vision	and	strategy	following	the	previous	chapters,	and	do	it.	Start	building.	Raising	money	from	VC	firms:	Some	studios,	thanks	to	their	experienced	and	well-connected	founders	are	able	to	raise	VC	money	directly	into	the	studio,	to	finance	their	operations	and	new	initiatives.	Here,	the	key	is	credibility	-
of	the	studio	Founder	and	the	traction.	It	is	hard	enough	to	convince	VC-s	to	invest	in	a	studio,	even	harder	to	put	money	into	a	new	one,	that	hasn’t	proven	itself.	Corporate	funding:	More	and	more	large	companies	discover	the	studio	model.	In	this	model,	the	corporation	dedicates	funds	to	a	startup	studio.	And	they	let	them	build	startups	that
harmonizes	with	the	company’s	long	term	goals.	We	will	explore	this	option	in	the	next	chapter.	Family	offices,	angels	and	private	investors:	More	often	investors	are	exploring	ways	into	investing	directly	into	a	startup	studio	as	the	holding	company	and	not	just	the	individual	ventures.	This	might	seem	attractive	because	it	offers	the	chance	for	the
investor	to	simply	invest	in	a	diversified	portfolio	of	new	startups,	it	offers	better	equity	than	a	regular	angel	investment,	and	because	of	the	startup	studio	model,	the	risk	of	failure	on	a	portfolio	level	is	low.	However,	startup	studio	as	a	new	investment	class	that	yet	has	to	find	it’s	investor	base.	I	recommend	you	to	read	Thibaud	Elziere’s	open	letter
to	eFounders’	investors	in	which	he	mentions	eClub.	Studio	Fund:	As	mentioned	in	the	chapter	Stretching	our	limits,	we	set	up	a	pre-seed	fund	that	finances	new	startup	creation	-	in	cooperation	with	the	main	studio.	I	have	positive	experiences	with	this	approach,	because	it	makes	the	cost	structure	transparent	for	the	studio	and	investors.
Bootstrapping	and	agency	assignments:	It	is	possible	to	turn	an	agency	(software	development	or	marketing)	agency	into	a	studio.	It’s	also	possible	to	create	a	studio	team	and	use	part	of	their	resources	to	do	agency	work.	This	is	one	way	to	generate	cash	flow	use	this	money	to	build	internal	startups.	The	main	challenge	with	this	method	is	that	the
studio	will	have	to	figure	out	how	to	balance	short	term	and	long	term	goals.	It’s	hard	to	commit	to	a	startup	initiative	and	give	up	well	paying	agency	contracts.	Such	an	approach	needs	a	strong	decision	from	the	leader	and	buy-in	from	the	team	Whichever	way	you	choose,	you	will	need	to	educate	your	future	investors	and	make	them	comfortable
investing...	Shaping	investors’	mindset	A	good	way	to	build	long	lasting	investor	relations	is	to	approach	new	investors	centrally	as	a	studio.	Talk	about	the	concept,	current	portfolio,	traction	of	your	startups	and	so	on.	You	will	need	time	to	build	trust,	but	once	you	get	an	investment	for	one	of	your	companies,	the	second	investment	might	be	much
easier.	To	improve	your	chances,	provide	quality	deals	and	make	sure	your	startups	live	up	to	the	promise.	If	your	studio	takes	majority	stake	in	startups,	then	there	will	almost	always	be	questions	about	team	motivation.	Investors	will	be	concerned	that	the	teams	don’t	have	enough	shares	to	give	the	best	they	can.	Let	the	investors	talk	to	your	team
and	CEOs	so	they	can	make	sure	that	you	have	people	with	the	right	attitude.	But	sometimes	it’s	better	to	send	each	CEO	separately	to	some	investors.	Especially	if	that	startup	already	has	a	separate	corporate	entity,	dedicated	team	and	cash	flow.	During	these	negotiations,	you	can	dramatically	improve	your	chances	if	you	are	aware	of	the	pros	and
cons	of	the	startup	studio	approach,	and	you	can	clearly	articulate	these.	People	keep	telling	me	that	after	reading	the	Startup	Studio	Playbook,	they	had	a	much	easier	task	with	such	negotiations.	You	might	want	to	give	it	a	read,	or	send	it	to	your	investor	contacts	ahead	of	your	meetings.	One	or	the	other	way	will	improve	your	chances	to	get	the
investment	your	new	studio	needs.	Some	investors	can	be	short-sighted	at	first.	They	might	think	about	the	studio	as	a	kind	of	competitor	or	alternative	to	accelerators.	The	key	point	to	communicate	here	that	the	studio	is	a	founder	of	the	startup.	Another	strong	argument	in	favor	of	making	a	deal	with	a	studio:	trust.	Once	there	is	a	trusting	relation
between	investor	and	studio,	it	will	be	easier	and	faster	to	close	the	second,	third	deals	and	so	on.	There	are	other	benefits	for	investors	working	with	a	studio:	●	Insight	into	a	wide	range	of	potential	later	investment	opportunities	●	Potential	preferential	investing	rights	●	Experience	with	building	on	portfolio	level	(for	angels	who	want	to	remain
hands-on)	●	Largely	removing	the	team-risk	factor	●	High(er)	equity,	high(er)	ROI	at	exit	But	there	are	also	red	flags	and	challenges:	●	Motivation:	Investors	will	need	some	mechanism	that	ensures	that	the	co-founders	and	dedicated	team	of	the	startup	stay	motivated	in	later	stages.	Even	if	the	studio	takes	a	large	part	of	the	equity	in	the	early-
stages,	it’s	possible	to	adjust	the	cap	tables	beyond	the	seed	round	to	resemble	cap	tables	of	startups	created	outside	studios.	●	Dependence	on	the	studio:	You	need	a	spin-off	process	that	ensures	the	startups	leaving	your	nest	can	become	fully	independent.	Fundraising	Deck	Once	you	decided	your	vision,	strategy,	investment	thesis,	studio	funnel,
financial	model	and	preferred	fundraising	method,	it’s	time	to	sell	it	to	investors.	Here	I	will	only	list	a	few	good-to-have	items.	You	will	need	to	figure	out	in	which	order	it	makes	sense	-	based	on	your	narrative.	●	Executive	summary	●	Financial	summary	●	Summary	of	the	studio’s	vision	and	investment	thesis	●	Introducing	the	focus	area	of	the
studio,	e.g.	market	size,	trends,	expectations…	●	Unique	value	of	the	studio,	the	secret	sauce	●	The	funnel,	steps	and	timeframes	of	the	startup	build	process	●	Spin-off	process	and	forecast	of	the	startups’	growth	and	valuations	●	Key	team	members	and	competencies	●	Strategy	for	finding	and	hiring	entrepreneurs	and	CEO-s	●	The	initial	portfolio
of	ideas/startups	●	Key	advisors	●	Fundraising	details,	how	much,	expected	returns,	main	benefits	●	Roadmap	As	backup	slides	you	can	prepare:	●	Some	generic	introduction	of	the	studio	approach	●	Trends	and	highlights	●	Relevant	studio	benchmarks	It	will	take	time	to	break	the	ice	and	get	the	money.	But	once	this	is	done,	you	will	have	the
capital	needed	to	create	an	entire	batch	of	new	companies.	And	the	“fun”	part	of	building	begins...	Corporate	venture	builders	Large	and	medium	companies	all	around	the	globe	try	to	step	up	their	innovation	game.	If	you	were	the	leader	of	such	a	company,	how	would	you	do	it?	What	would	you	do	to	capture	and	retain	top	talent?	How	would	you
build	new	products	and	business	models	to	keep	your	company	ahead	of	competitors?	Lately	we	see	more	and	more	instances	of	corporate	funded	startup	studios.	Using	the	this	approach,	corporations	hope	to	set	up	their	own	innovation	garages	to	quickly	produce	new	disruptive	products	and	gain	momentum.	I	see	this	as	the	emergence	of	“Startup-
as-a-Service”	or	“Venture	Building-as-aService”.	In	one	way	or	another	it	will	change	corporate	innovation	in	the	same	way	as	Software-as-a-Service	changed	IT.	Here	is	why...	Corporations	struggle	with	keeping	their	products,	services	and	business	models	up	to	date,	whereas	startups	are	eating	the	world.	Tech	savvy	Millennials	are	hacking	together
products	in	hackathons.	They	are	leaving	behind	their	9-to5	jobs	to	work	on	risky	but	high-potential	ideas.	And	there’s	a	huge	shift	in	workplace	cultures	and	structures.	This	affects	decision	making	systems,	performance	measurement	all	the	way	down	to	how	we	organize	office	life.	All	in	all,	in	our	current	era	work-systems	are	becoming	more	open
and	decentralized.	More	startup-like.	Is	the	solution	for	large	companies	to	become	like	a	startup?	We’ve	seen	examples	where	a	large	company	restructured	itself	from	the	ground,	to	give	more	room	for	innovation.	Corporations	are	acquiring,	investing	in,	or	incubating	startups	in	ever	increasing	numbers.	Their	challenges	are	serious.	And	they	are
willing	to	try	out	several	methods	for	boosting	their	innovation	game.	Broken	record	Most	large	enterprises	can’t	compete	with	startups	when	it	comes	to	speed	and	efficiency	of	breakthrough	innovation.	Many	corporations	try	to	adopt	startup	techniques,	with	some	effect.	But	often	it’s	not	the	methodologies	that	fail,	but	it’s	the	corporate
environment	that	doesn’t	allow	disruptive	ideas	to	flourish.	Current	corporate	organization	structures	and	innovation	strategies	can	not	keep	up	with	the	rapid	innovation	pace	that	startups	dictate.	In	more	and	more	markets	you	can	easily	find	new,	small	and	agile	players	that	are	outcompeting	the	large	but	slow	corporate	incumbents.	You	can	look
at	the	state	of	fintech,	IoT,	the	buzzing	around	Industrial	Internet	and	Industry	4.0	and	easily	see	how	large	companies	are	endangered	by	fast	moving	startups.	In	a	corporation	that	uses	traditional	organization	structure,	it’s	very	hard	to	create	meaningful	innovation	with	sufficient	speed.	One	reason	is	that	big	corporations	are	typically	not	good	in
adapting	to	new	circumstances	and	changing	themselves,	but	rather	big	machines	optimized	for	the	efficient	execution	of	processes	and	satisfying	quarterly	shareholder	expectations.	And	this	comes	with	rules	and	regulations	that	make	it	hard	to	innovate	in	a	true	startup	spirit.	If	you	want	to	create	disruptive	innovation,	and	you	want	to	create	it
fast,	then	you	need	flexibility,	an	attitude	for	experimentation,	and	an	environment	that	supports	all	this.	Within	a	startup	you	can	easily	create	these	condition.	But	in	a	corporation	it’s	a	different	story.	A	startup	is	created	to	break	things	that	can	be	done	better.	In	contrast,	a	large	company	is	optimized	for	stable	operations,	fulfilling	shareholder
expectations	mentioned	earlier.	And	the	same	factors	that	allow	them	to	run	an	efficient	operation,	might	suffocate	their	innovation	attempts.	Startups	can	follow	the	“move	fast	and	break	things”	mantra.	In	a	corporation,	where	a	failed	project	often	means	a	setback	in	your	advancement,	such	a	behavior	could	mean	a	career	suicide	for	whoever	is
doing	it.	And	by	following	strict	corporate	policies	and	culture,	you	will	have	a	hard	time	coming	up	and	implementing	disruptive	ideas.	This	creates	tension	in	the	organization,	especially	for	people	with	a	lot	of	creative	powers.	Powers	they	can’t	use	because	the	work	culture	and	systems	doesn’t	allow	them.	It’s	especially	hard	for	people	in	the
middle	management	layer.	They	are	often	caught	between	pressure	from	above	and	below.	Often	they	spend	decades	slowly	moving	up	the	career	ladder,	and	then	they	are	stuck.	And	they	have	a	lot	on	the	line.	So	you	have	these	driven	but	stuck	leaders	who	have	a	lot	to	lose	if	they	take	the	wrong	step	-	let’s	say,	taking	on	a	project	that	later	fails.
And	too	often,	this	risk	and	fear	of	failure	reinforces	behavior	that’s	opposite	to	disruptive	innovation.	There’s	a	tremendous	amount	of	potential	inside	these	people	and	their	teams.	To	unlock,	you	need	to	make	it	safe	for	them	to	experiment.	Then	they	will	thrive.	Looking	for	a	way	out	One	solution	is	to	simply	eat	small	fish.	Lots	of	them.	You	can	find
plenty	of	enterprises	who	have	an	insatiable	hunger	for	fast	moving	startups.	And	they	are	willing	to	open	their	buckets	to	soothe	this	hunger.	This	is	all	good,	until	we	look	at	the	long	term	success	ratio	of	these	acquisitions.	More	and	more	people	realize,	that	large	corporations	are	often	unable	to	properly	integrate	the	acquired	companies	into	their
organization.	This	means	that	most	of	the	huge	amount	they	spend	on	acquisitions	goes	to	waste.	Some	enterprises	try	to	resolve	these	internal	conflicts	with	so	called	Corporate	Innovation	Centers.	They	create	a	new	division	within	the	company,	often	placed	into	a	separate	building,	where	their	employees	can	work	on	innovation	projects.	Driving
through	global	innovation	hubs	like	the	Bay	Area	you	can	find	a	lot	of	them.	These	centers	are	also	good	for	keeping	close	ties	between	the	company	and	the	startups	and	universities	in	that	region.	This	helps	the	corporation	to	look	for	new	talent,	get	a	feeling	for	technology	trends,	look	out	for	new	competitors.	And	such	innovation	centers	also	serve
as	prestige	symbols	and	outposts	that	help	to	build	up	a	strong	presence	in	a	market.	This	is	all	nice	and	shiny,	but	unfortunately	it	doesn’t	always	solve	the	innovation	challenge.	Even	in	these	corporate	innovation	centers,	there	is	no	escape	from	the	ordinary	corporate	culture	and	policies,	regulations.	And	just	by	putting	employees	into	a	different
organization	unit	and	building,	doesn’t	mean	that	they	will	suddenly	have	that	kind	of	entrepreneurial	and	hacker	attitude	that’s	needed	for	disruptive	innovation.	Another	solution	involves	traditional	corporate	venture	capital,	investing	into	startups.	How	well	this	works	depends	on	the	charter	and	the	structure	of	the	corporate	venture	capital	arm
and	also	on	the	maturity	and	acquisition	readiness	of	the	startups.	Does	it	have	to	make	money	the	same	way	the	rest	of	the	VC	industry	does?	Is	that	the	main	goal?	Cisco	for	example	has	been	very	successful	in	taking	important	areas	of	innovation,	funding	and	staffing	them	and	doing	spin-offs	and	acquisitions.	But	this	only	works	if	the	corporate	VC
and	its	portfolio	of	startups	have	well	thought-out	synergies	with	the	rest	of	the	parent	company.	The	bottleneck	here	is,	that	most	startups	created	the	old	way	are	not	built	in	a	way	that	make	them	ideal	acquisition	targets.	Then	there	is	open	innovation.	It	is	a	method	in	which	corporations	use	both	inflows	and	outflows	of	knowledge.	Meaning	that
they	can	take	ideas	and	market	channels	from	the	inside	and	the	outside.	The	core	belief	of	this	method	is	that	we	live	in	a	world	of	distributed	knowledge,	and	market	players	can’t	rely	only	on	their	internal	R&D	capabilities.	Instead	of	being	a	lone	wolf,	they	should	acquire	patents.	And	if	the	company	innovates	something	not	tied	to	their	core
business,	they	should	take	it	outside	the	company	through	spin-offs,	joint	ventures,	licensing.	On	the	up	side,	this	methodology	can	reduce	the	cost	of	R&D	and	improves	the	company’s	innovation	potential.	The	challenge	is	to	properly	integrate	outside	ideas	and	also	to	safeguard	the	company’s	core	competencies	despite	increasing	complexity.	And	of
course	you	still	have	the	burden	of	the	corporate	culture,	which	might	limit	employees’	mindset	and	options.	Modeling	Hollywood	might	be	the	way	out	We	can	start	to	see	how	the	subject	of	our	book,	the	startup	studio	approach	might	give	an	answer	to	most	of	these	challenges.	We	have	already	looked	at	plenty	of	examples	on	how	we	can	build
organizations	that	produce	more	and	more	startups	in	a	sustainable	way.	I	find	this	very	similar	to	how	movie	studios	in	Hollywood	are	producing	multiple	movies	at	the	same	time,	involving	internal	and	external	resources	in	the	process.	In	the	Hollywood	studio	system,	the	production	and	distribution	of	movies	is	done	by	large	movie	studios	on	their
own	filmmaking	lots	with	creative	personnel	under	often	long-term	contract.	In	this	model	-	characterized	by	strong	vertical	integration	-	the	major	control	of	distributors	remains	in	the	hands	of	the	studios.	And	this	might	be	also	the	best	way	out	for	large	companies.	To	set	up	their	own	startup	studio	in	a	separate	organization	and	leveraging	control
using	their	equity.	Peter	Drucker	in	his	1985	book	“Innovation	and	Entrepreneurship”	already	dedicated	a	chapter	to	large	companies	that	employed	this	model,	like	Procter	&	Gamble,	3M	and	Johnson	&	Johnson.	Whenever	these	companies	started	a	new	product	line,	they	did	it	in	a	separate	company.	They	appointed	a	project	manager	who	was



responsible	for	the	entire	operation	-	from	research	to	sales.	This	model	isn't	new	to	the	corporate	world,	it	just	didn’t	spread	until	now.	As	the	number	of	startup	studios	is	rapidly	growing	worldwide,	it’s	easier	and	easier	to	imagine	how	this	model	might	solve	the	innovation	challenge	for	corporations.	Imagine	that	you	run	a	large	enterprise,	you
have	a	big	market	share,	a	wide	presence,	expertise	and	financial	resources	on	your	hand.	Then	you	create	an	entirely	new	entity	as	a	startup	studio.	You	let	some	of	your	employees	join	this	company.	The	hackers,	troublemakers,	the	ones	who	don’t	want	to	see	the	box.	And	you	also	bring	in	talent	from	outside,	for	example	entrepreneurs.	All	this
without	forcing	them	into	the	often	innovation-killing	constraints	of	the	parent	company.	And	you	let	them	come	up	with	dozens,	hundreds	of	ideas	and	build	startups.	You	can	let	them	create	their	own	culture	-	with	a	future	acquisition	in	mind	-,	and	you	can	let	go	of	daily	control.	Eventually	some	of	the	startups	produced	by	this	new	“company	within
the	company”	will	succeed,	and	then	your	parent	company	will	be	able	to	easily	integrate	them	into	the	main	organization.	Another	reason	to	create	a	separate	studio	is	to	deal	with	regulatory	challenges.	If	the	enterprise	conducts	risky	experiments	in	the	studio,	then	even	a	total	failure	won’t	harm	them.	So	they’ll	be	able	to	protect	their	reputation.
It	makes	a	lot	of	sense	for	large	companies	to	build	and	invest	in	their	own	studios.	They	have	the	money,	the	industry	knowledge	and	the	network	to	support	the	startups.	And	the	money	they	need	to	setup	a	startup	studio	might	be	minimal	compared	to	the	internal	cost	of	(very	slow)	innovation.	This	is	what	AXA	aimed	for	when	they	announced	in
2015	that	they	are	creating	their	own	startup	studio	in	France,	and	they	dedicate	100	million	EUR	to	this	new	endeavor.	Kamet	Ventures,	as	they	called	this	new	entity,	operates	independently	from	the	parent	company.	Their	crew	is	a	mix	of	employees,	entrepreneurs,	fintech	and	insurance-tech	experts.	They	will	build	many	startups,	and	the	ones	the
parent	company	thinks	are	a	good	fit,	they	will	acquire.	In	early	2016	Jaguar	Land	Rover	also	announced	the	creation	of	InMotion,	a	separate	company	builder	in	charge	of	building	mobility	apps	and	services.	The	new	studio	is	like	an	autonomous	company	within	the	company,	tasked	with	creating	and	spinning	out	startups.	So	they	basically	outsource
innovation.	And	once	a	new	idea	proves	itself	in	the	form	of	a	working	startup,	and	they	can	be	certain	that	they	solved	all	the	main	risks	associated	with	it,	they	acquire	the	startup.	This	protects	the	main	brand.	Even	if	something	goes	wrong,	the	startup	is	separated	by	multiple	degrees	from	the	parent	company,	so	they	could	easily	let	go	of	it.	On
the	other	hand,	the	corporate	startup	studio	can	provide	a	venture	building	platform	that	produces	startups	that	are	ready	for	acquisition	and	cultural,	technological	and	business	integration.	And	if	a	large	company	doesn’t	have	such	deep	entrepreneurial	culture	and	isn’t	certain	of	how	to	make	all	this	happen,	they	can	more	easily	partner	with	an
already	functioning	startup	studio,	and	make	an	innovation	outsourcing	deal,	in	which	the	corporation	provides	the	financials,	industry	expertise	and	network,	and	the	studio	gives	all	the	know-how	of	building	startups.	Within	such	an	outsourced	startup	building	deal,	the	corporation	sets	the	direction	of	innovation,	provides	market	access,	some
entrepreneurial	talent	and	the	funding.	And	the	studio	will	do	the	legwork	for	them,	coming	up	with	ideas,	prototyping,	validating,	building.	A	corporate-sponsored	thematic	studio	can	then	provide	the	owners	with	the	agility	of	startups,	while	shielding	their	core	corporate	culture	from	the	startup	mindset	and	vice	versa.	I	don’t	know	too	many	large
corporations	that	honestly	want	all	their	employees	to	suddenly	think	like	startup	cofounders.	For	many	employees	it	would	be	liberation,	but	for	the	company	this	would	likely	add	to	the	attrition	rate	-	a	metric	that	management	hates	to	see	increase.	Complex	recipe	Of	course,	success	has	its	price.	Especially	during	laying	the	foundations.	To
kickstart	a	studio	and	reach	an	ideal	scale	of	operations,	the	founders	need	to	provide	many	resources,	financials,	team	composition,	defining	procedures,	metrics.	With	studios,	planning	ahead	goes	a	long	way.	Using	the	studio	framework	introduced	in	the	previous	chapters	is	a	good	starting	point.	You	need	a	founding	team	that	has	ties	to	the	parent
company,	but	is	able	to	operate	independently	with	own	rules	and	culture.	And	you	need	to	have	a	team	that	has	all	the	competencies	to	build	startups	in	your	chosen	industry.	You	need	an	organization	structure	that	provides	independence	during	the	exploration	phases	and	one	that	also	ensures	that	the	startups	produced	are	ready	for	a	smooth
acquisition	-	integration	into	the	parent	company.	Compensation	and	enabling	failure	is	a	tough	point.	You	need	to	pay	the	members	of	the	studio	well	if	you	want	to	keep	them.	Equity	is	also	an	option,	but	as	you	want	to	produce	startups	for	acquisition	purposes,	you	want	to	keep	a	large	equity	share	for	the	studio	-	to	ensure	a	satisfying	ROI.	Also,
compensation	has	to	enable	failure	-	letting	go	of	unsuccessful	initiatives,	at	least	not	discourage	it.	This	is	needed	to	make	sure	that	people	in	the	studio,	especially	the	less	entrepreneurial	ones	have	enough	motivation	and	safety	to	start	experimenting.	A	promising	example	from	Mexico	In	Mexico,	the	number	of	small	and	medium-sized	enterprises	is
on	the	rise,	and	the	middle-class	becomes	bigger	and	bigger.	But	this	growth	brings	a	lot	of	challenges.	Medium	size	businesses	die	often,	they	have	no	efficiency	in	their	operations,	no	stable	access	to	internet.	Many	people	don’t	yet	have	access	to	smooth	financial	services.	All	these	present	unique	business	opportunities	for	the	startups	of	the
region.	Based	on	this	realization	two	successful	Mexican	entrepreneurs	decided	to	solve	big	issues	for	SMEs	and	the	middle-class.	This	is	how	InnoHub	was	born.	The	two	founders:	Jose	Luis	de	Alba	-	founder	and	chairman	at	ContPaQi,	the	leading	software	company	for	SMEs;	and	Raimundo	Burguera	-	an	entrepreneur	passionate	about	the	venture
builder	model	with	more	than	12	years	building	products	and	business	in	the	tech	sector	internationally.	Their	ultimate	goal	is	to	improve	welfare,	create	jobs	and	build	the	most	successful	startup	studio	in	LATAM	(except	Brazil)	in	fintech,	enterprise	and	logistic	sectors,	by	building	1-2	startups	per	year.	If	it	goes	well,	in	five	years	or	so	they	might
exit	at	least	two	of	their	portfolio	companies	and	expand	into	Colombia	and	USA.	Their	plan	was	to	partner	with	local	companies	and	operate	as	a	platform	to	help	these	companies	to	innovate	and	launch	news	business	and	build	new	business	models.	These	corporate	investors	would	allow	them	to	access	to	more	than	1	million	SMEs	in	Mexico.	So
their	main	secret	sauce	is	a	unique	market	access.	These	investors	are	actively	participating	in	the	development	and	execution	of	go	to	market	strategies.	This	allows	quick	validation	of	products,	and	get	a	fast	traction	with	real	clients.	And	these	corporate	investors	are	not	only	excellent	distribution	platforms,	but	also	invaluable	in	screening	and
selection	process	of	projects.	So	InnoHub	can	focus	mainly	on	problems	they	already	have	and	they	are	willing	to	pay	to	solve	this	issues.	The	founders	and	partners	quickly	realized	that	it’s	very	hard	to	find	talent	in	a	developing	ecosystem	like	Mexico.	And	most	people	don’t	have	the	ideal	startup	mindset.	A	big	barrier	was	the	culture	of	failure.	In
such	an	environment,	InnoHub	realized	that	they	would	not	be	able	to	run	a	traditional	startup	accelerator.	But	instead,	they	need	to	build	own	startups	based	on	the	market	access	of	their	corporate	founders	and	the	business	experience	of	partners.	As	part	of	this	process,	InnoHub	creates	new	startups,	hires	a	management	for	them,	and	provides
them	all	the	needed	resources	-	equipment,	design	staff,	programmers,	people	who	add	value	to	build	a	viable	product.	They	also	bring	them	closer	to	their	network	of	partners	and	investors.	This	way	they	can	ensure	that	people	in	charge	of	new	startups	quickly	learn	the	way	of	building	a	business	and	adopt	the	right	entrepreneurial	mindset.	Once
someone	is	onboard,	InnoHub	provides	a	variety	of	trainings,	to	give	them	a	ground	to	improve	and	learn.	The	environment	is	challenging	and	demanding.	Think	of	this	as	training	on	the	job	on	steroids.	Once	they	select	an	idea,	they	spend	around	$150k	for	the	initial	build	part.	In	the	first	six	months	they	act	as	co-founders	being	very	active	as
product	designers	until	they	built	up	the	startup	team	and	launch	the	first	demo.	Around	the	ninth	month	they	co-invest	a	second	round	with	an	outside	investor.	InnoHub	stays	involved	in	their	startups	even	after	they	become	independent.	They	provide	board	members,	advisors	and	even	infrastructure	as	needed.	To	measure	success,	the	InnoHub
management	closely	tracks	portfolio	value	equity	growth,	sales	growth	of	each	startup	and	growth	of	the	top	management	team	as	key	metrics.	Examples	to	spark	your	curiosity	Exit3x	is	a	Berlin-based	venture	development	team	that	adds	startup	DNA	to	corporate	venturing	programs.	Led	by	Kevin	Dykes,	they	join	forces	with	corporate	innovation
groups	and	other	corporate	startup	studios	to	create	new	ventures	and	attack	new	markets	together.	Aimforthemoon	is	an	Amsterdam-based	startup	studio	creating	joint	ventures	with	corporates	from	scratch.	Since	2012	they	have	built	up	a	large	community	of	entrepreneurs	that	they	connect	to	corporates	and	their	innovation	challenges.	Prehype	is
a	group	of	entrepreneurs	founded	by	Danish	entrepreneur	Henrik	Werdelin,	who	help	established	companies	and	VCs	facilitate	spin-outs,	incubation	and	venture	partnerships.	Mint	Digital	has	presence	in	the	UK	and	US.	They	run	hackathons	and	use	crowdfunding	campaigns	to	test	ideas.	All	this	to	facilitate	venture	development	and	digital
transformation	for	their	corporate	clients.	Rainmaking	is	a	corporate	innovation	and	venture	development	firm.	They	run	Startupbootcamp	-	a	wide-spread	accelerator,	they	create	their	own	ventures	and	work	together	with	the	world’s	leading	corporations	and	entrepreneurs.	Impressive	portfolio.	A	chance	for	the	provinces	So	far	we	discussed	the
benefits	from	the	corporates’	point	of	view.	Now	let’s	look	at	the	opportunity	that	corporate	startup	studios	provide	to	developing	startup	ecosystems.	Remember,	we	mentioned	earlier	the	potential	role	of	Corporate	Innovation	Centers.	The	main	limitation	is,	that	usually	these	centers	are	part	prestige	projects.	So	the	companies	will	deploy	them	to
strategic	locations,	well	developed	ecosystems.	In	contrast,	a	corporate	startup	studio	might	easily	cost	less	-	with	a	more	focused	scope	-	and	it	can	be	easier	set	up	in	locations	that	are	important	for	the	company,	but	have	not	that	high	prestige	value.	Creating	a	studio	in	a	low-cost	region	that	has	highly	skilled	talent	is	a	winwin-win	deal.	The	parent
company	gains	the	potential	to	create	many	innovative	startups	for	the	fraction	of	the	cost	that	prestige	locations	would	cost.	For	the	local	ecosystem,	this	studio	would	be	an	inspiration,	a	guiding	light	that	can	produce	companies	that	will	count	as	local	success.	And	for	the	people	such	an	entity	would	mean	more	opportunities	and	the	chance	to	learn
how	to	build	startups	in	an	easier	way.	Key	takeaways	and	the	way	forward	Corporations	are	in	the	constant	lookout	for	new	methods	to	soothe	their	hunger	for	innovation.	The	startup	studio	model	can	give	them	the	chance	to	do	this	in	a	way	that	protects	their	main	brand,	provides	a	cost-efficient	way	of	innovation	outsourcing,	and	gives	a	chance	to
developing	ecosystems	to	attract	corporate	funding.	And	since	2016,	the	original	version	of	this	chapter,	this	field	evolved	a	lot.	Startup	studio-like	organizations	that	offer	joint	corporate	venture	building	are	sprouting	everywhere.	But	that’s	not	enough.	We	need	a	better	interface	between	the	corporate	and	startup	worlds.	That	means	decision
makers	on	the	corporate	side	who	understand	how	entrepreneurship	and	startup	works.	So	they	make	the	right	decisions	about	working	with,	investing	in	and	acquiring	startups	-	with	or	without	a	studio.	And	we	need	builders	who	understand	the	needs	of	their	potential	acquirers	and	are	willing	and	able	to	build	startups	that	are	well-designed	and
built	to	be	acquired.	Including	the	mindset	of	the	team,	the	processes	and	tooling	in	the	company	that	make	it	easy	to	be	acquired	and	integrated	into	a	larger	organization.	Startup	studios	specializing	in	co-creating	startups	could	make	this	easier.	Incentives	are	a	critical	and	determining	factor.	If	such	studio	work	on	a	pure	revenue	basis,	then	it’s
easy	to	fall	back	into	a	not-so-entrepreneurial	agency	mindset.	Some	form	of	standard	agency	pricing	is	needed	to	provide	the	studio	with	enough	cash	flow	to	finance	salaries	and	such.	In	addition,	they	should	also	has	some	skin	in	the	game,	have	equity	in	the	startup	-	the	main	incentive	being	the	successful	growth	and	eventually	acquisition	if	that
company.	This	is	such	an	exciting	field,	I	hope	to	see	a	lot	more	unconventional	and	pioneering	approaches	emerge...	Further	readings	There’s	so	much	more	to	read	and	talk	about	when	it	comes	to	studios	and	venture	builders.	But	a	book	can	be	only	so	long…	So	I	selected	close	to	a	hundred	articles	about	various	studios,	their	stories,	big	news,
theories,	other	studio	material.	Read,	form	your	own	opinion,	get	your	hands	dirty	with	studios	and	share	your	findings	too.	Techstars	Studio	and	the	Studio	Model	500	Startups	tries	its	hand	at	a	startup	studio,	500	Labs	The	Origin	and	Evolution	of	the	Startup	Studio	The	300*	Startups	Studios	Taking	on	the	World	A	map	of	studios:	TextMaster	(eF11)
Acquired	by	Technicis	The	Innovation	Stack:	How	to	make	innovation	programs	deliver	more	than	coffee	cups	Iceland	Venture	Studio	debuts	$5	million	fund	to	help	pioneering	tech	startups	eFounders	Letter	#6 — A	Software	Galaxy	Station	(eF17)	Raises	$3.25M	Seed	Round	with	Accel	Using	the	Startup	Studio	model	to	structure	Corporate	Innovation
Labs	The	Next	Chapter	for	High	Alpha	Studio	Are	startup	studios	the	ultimate	partners	for	startup	entrepreneurs?	ekwan_hk/are-startup-studios-the-ultimate-partnersfor-startup-entrepreneurs-9b214e6281f6	What	I’ve	Been	Up	To:	The	Venture	Production	Studio	Model	In	2016	Lisbon	fired-up	its	startup	engines	—	2017	will	hear	them	roar	$1	Billion
for	Dollar	Shave	Club:	Why	Every	Company	Should	Worry	500	Startups	tries	its	hand	at	a	startup	studio,	500	Labs	An	Inside	Look	at	Betaworks,	The	Startup	Studio	to	Rule	Them	All	Anatomy	of	Startup	Studios	-	Attila	Szigeti	Are	startup	studios	the	ultimate	partners	for	startup	entrepreneurs?	ekwan_hk/are-startup-studios-the-ultimate-partnersfor-
startup-entrepreneurs-9b214e6281f6#.zh7lhvfci	Being	the	perfect	3rd	Co-founder:	the	Startup	Studio	Model	Betaworks	|	The	Startup	Studio	Making	a	Dent	in	NYC	Betaworks	Launches	Dexter	Betaworks’	botcamp	wants	to	give	10	chatbot	startups	$200k	BizBreak	-	Venture	builders	Can	Founders	Effectively	Manage	Multiple	Startups	Simultaneously?
Can	the	studio	model	build	a	billion-dollar	company?	Santa	Monica's	Zuma	Ventures	is	the	latest	to	try	company-santa-monicas-zuma-ventures-is-the-latest-to-try/	Centralizing	a	Startup	Studio’s	Resources:	The	Pros	and	Cons	Chasing	the	chasm	-	Sergio	Marrero	sergiomarrero/changing-the-gamea81c244d82de#.jmrldf435	Co-founder	at	Founders,	a
truly	modern	“job”	Doing	it	the	Rocket	Internet	way:	an	inside	look	at	what	it’s	like	to	build	companies	at	lightning	speed	eFounders	Letter	#1:	DNA	of	a	Startup	Studio	eFounders	Letter	#2:	Birth	of	a	startup	studio	eFounders	Letter	#4 — Time	to	touch	base	Expa	Labs	Will	Nurture	Tech	Start-Ups	a	Few	at	a	Time	Expa	raises	$100m,	launches	Expa
Labs	Funding	fuels	success;	it's	not	success:	Venture	builder	John	Fearon	German	fintech	company	builder	FinLeap	raises	€21M	at	€121M	valuation	Giphy	Closes	$55	Million	Series	C	at	A	$300	Million	Post-Money	Valuation	Here's	a	peek	into	New	York's	only	female-led	startup	studio	„Chasing	the	chasm”	study	by	Sergio	Marrero	„Organisatorische
Best	Practices	von	Company	Buildern	-	eine	qualitative	Untersuchung”	by	Tobias	Gutmann	Here's	what	co-founder	of	500	Startups	new	business	lab	wants	to	find	How	‘venture	builders’	are	changing	the	startup	model	How	an	ex-MySpace	CEO	helped	turn	Los	Angeles	into	a	startup	hub	How	Idealab	Builds	Success.	A	Chat	with	EIR	Lee	Essner.	How
Much	Influence	Should	a	Startup	Studio	Have	on	the	Companies	It	Creates?	How	to	Avoid	Innovation	Theater:	The	Six	Decisions	To	Make	Before	Establishing	an	Innovation	Outpost	How	to	Set	Up	a	Corporate	Innovation	Outpost	That	Works	Innovation	Outposts	and	The	Evolution	of	Corporate	R&D	Innovation	Outposts	in	Silicon	Valley	–	Going	to
Where	the	Action	Is	Innovation	outposts:	A	growing	element	in	Silicon	Valley's	dynamic	innovation	ecosystem	Investing	at	betaworks	Jaguar	Land	Rover	launches	InMotion,	a	startup	studio	to	build	mobility	apps	and	services	L.A.	Stories:	Mike	Jones	and	Peter	Pham	Talk	About	the	Science	of	Tech	Studios	(Video)	Making	a	splash	with	innovation
outposts	Manufacturing	Serendipity	in	Startup	Factories	Missing	Stack	A	startup	studio	to	disrupt	industries	to	build	successful	tech	companies.	More	on	Alphabet	and	the	Startup	Studio	model	ryannegri/more-on-alphabet-and-the-startup-studiomodel-c3d3ef9c113d#.83j4txmnb	On	the	Viability	of	the	Startup	Studio	Model	Organizing	a	Venture
Factory:	Company	Builder	Incubators	and	the	Case	of	Rocket	Internet*	Rocket	Internet — A	detailed	look	An	analysis	about	Rocket	Internet	Rocket	Internet	Portfolio	Companies	Show	Continued	Growth	and	Improvement	in	Profitability	in	2015	Rocket	Internet	Says	Portfolio	Companies	Are	Progressing	Toward	Profitability	Rocket	Internet:	What	It’s
Like	to	Work	at	a	Startup	Clone	Factory	Rocket	Internet’s	Oliver	Samwer	Talks	Cloning,	Uber	And	New	Frontiers	Roli,	Makers	Of	The	New	Seaboard	Rise,	Acquire	betaworks-Backed	Blend.io	Sizing	up	the	startup	studio	model:	A	look	at	eFounders,	a	company	that	builds	companies	So	you’re	a	Startup	Studio…	wait,	what?	Spanish	startup	studio	Antai
ups	its	game	with	€25	million	investment	fund	Stanley	Park	Ventures	Embraces	Foundry	Model,	is	Looking	for	Entrepreneurs	Start-Up	as	a	Service:	The	Prehype	Model	Start-up	studio'	Science	helps	entrepreneurs	find	a	path	to	profitability	Startup	Studio:	the	3rd	Co	founder	Model	Startup	studios	on	the	rise	aszig/startup-studios-on-the-
rise34ec5ad8310d#.3tzbazek6	The	Big	Startup	Studio	Study	The	Next	Big	Thing	You	Missed:	Tech	Superstars	Build	‘Startup	Factories’	The	Rise	Of	Company	Builders	The	Rise	Of	The	Startup	Factory	The	secret	to	Dollar	Shave	Club’s	success—and	why	I	was	an	early	investor	and-why-i-was-an-early-investor-commentary.html	The	startup	studio	-	a
new	model	to	set	up	companies?	The	Startup	Studio	Model:	What	Are	Venture	Builders?	appnroll/the-start-up-studio-model-what-are-venturebuilders-33f8d4961d38#.fo3i7nto0	The	trend	that’s	shaking	up	the	startup	ecosystem:	venture	builders	The	ultimate	success	of	startup	programs	requires	a	long	term	strategy	and	a	safe	place	to	fail	The	World's
most	creative	business	model	strikes	again	Twitter	and	Betaworks	are	teaming	up	in	a	new	fund	Updated	list	of	venture	studios	and	startup	foundries	Welcome	to	the	Startup	Factory	johnrampton/welcome-to-the-startup-factoryd2160edb343c#.3iofnrq8y	What	is	the	typical	business	model	of	a	Startup	Studio?	Wikipedia:	Startup	studio	WTF	is	a
Startup	Studio	anyway?	…	now	go,	experiment	with	the	framework	and	studio	mindset,	and	build	something.	-	Attila	Szigeti
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