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Partner | Experience

Alain le Loux

technology fund

SEED+SUPPORT+SUCCEED

25+ years’ experience in Technology on board level
positions and as CEO of startups

Graduated in 1994 with a double degree at the technical
University of Twente.

Before Cottonwood successful angel investor (2010-2015)
Expert in strategy, marketing, product launching, pricing and
international business acceleration.

One of the founders of the European Accelerator Program
for the European Institute for Technology and Innovation.
Coached more than 200 high-tech startups in Europe.

Huge network and direct access to all relevant ecosystems
in Europe (Paris, Berlin, London, Helsinki, Stockholm,
Leuven, Munich, Eindhoven, Twente, etc.).

Graduated in 2001 cum laude for an Executive MBA at
Business School Netherlands.

General Partner at Cottonwood Technology Fund (early
stage VC investing in Europe and USA).
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2008: CEO Virobuster VIROBUSTER

THE AIR PURIFICATION EXPERT

Ziekenhuis e High Tech Startup: Air Sterilization.

 3years R&D. Investment of € 6 million.
My start: 1st of March 2008.

SChOOH met * Preparing for the London Stock Exchange.

* 26 May 2008: Press Release.

[3 ® l
VlruSk]l er  Within 2 weeks: 250 interested customers

dmn-.huColiinEN -_— WorldWide.

§ , maandag
Een in Nederland ontwikkeld revolutionair apparaat moet
wereldwijd een einde maken aan de meest hardnekkige en do-

delike virusen, bacterien en schimme. De ogchelen Viro e Number of leads increased eve ry d ay I

elimineert alle micro-organismen die door de lucht zwe-
ven. Het gaal daarbij onder meer om mrsa, sars, anthrax, thcen

H5N 1, de beruchie vogelgriep.
- :_ — ey * How many orders after 1 year ?

technology fund

10 miljoen euro
kwit aan alleen al

3T 0 864

Daar komt de over-

Last bl van het
l.bdem slulten
van complete afde- D 5 1 2
lngen, ultstelien
van opersties on

het paar huls sty

ren wvan besmot
i, | 0 249
Elf siekenhutren hebben af-

gelopen jaar met succes geéx
perimenteerd met de Virobus-
ter. De vervuilde lucht wordt

« Dirocteuy ir. Alwin le Loux met zijn ‘bazooks’, die een buls ingerogen - die de 97
in he Losx met zijn 7 morgen gepresen b Mﬁ."’F = I:]

FOTO. ResaEn VAN WILLIGEN  Wearsa  de  gesteriliseerde
(Jucht aan de andere xijde

word! uitgeblazen, De micro-

organismen worden (o de buis D 24
gedood met speciale ave-dam- |

pen,
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Top-20 reasons why startups fail

technology fund

. BASED ON ANALYSIS OF 101 STARTUP POSTMORTEMS

W Top 20 Reasons Startups Fail
NO MARKET NEED @ I

RAN OUT OF CASH @ _ 29%
NOT THE RIGHT TEAM ‘\“\‘ I
GET OUTCOMPETED @ I - ) TOP 20 REASONS STARTUPS FAIL
W #1: No market need
PRICING / COST ISSUES % _ 18%
USER UN-FRIENDLY
PRODUCT @ I
PRODUCT WITHOUT A
BUSINESS MODEL @ I
POOR MARKETING (0 I
g O
IGNORE CUSTOMERS @ B E: CBINSIGHTS

@)

PRODUCT MISTIMED ‘ -13%
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1. Underestimate the time before the company is making
profit

* The business case always fits

— | don’t see business plans which are lossmaking

e 99,999% of the startups underestimating the
marketing & acquisition costs

— What is the cost price of getting a customer ?

* First year already fast growing revenue !
— Realistic: NO
— Will take in 99% of the cases at least 3 year; before a company

is making any profit
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2. Overestimate the market size

» 99,999% of the startups overestimate the market size
» Business plans contains total market size of Billions
» Also huge numbers for “Total Addressable Markets”

» No idea how to access those markets

» No idea how much a go-to-market strategy will cost
» Never thought about competition

» Never thought about substitutes

» Typical startup thinking:

» “We made a new personal Heart Rate Monitor. We can make it
for only 12 US Dollar and will sell it in the shops for 50 US
Dollar. If we sell to 2% of the Chinese people we will be rich.”
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come¥e= . 3. Funding problems / cash flow problems

nnnnnnnnnnnnnn

» startup your business

e pay your employees

* pay your personal expenses

e Without (enough) money no one in the world will know

your product / service: you need (a lot of) money for
marketing & sales !!

* Always my first coaching question: “how much money
do you have (left) and what is your monthly burn rate?”

 BUT: Finding a VC will take time and a good preparation!
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Problem: connect emotionally with your audience

Solution: resolve the pain — PRODUCT / SERVICE
(DEMO)

Business/revenue model: how you make money ?
Proprietary technology: your unfair advantage
Competition: why you’re better than competitors
Marketing plan: customer acquisition

Financials: quarterly revenues versus expenses
Your team

How much capital do you need and what
will you do with it ?
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BY ANNA VITAL

HOW STARTUP FUNDING WORKS

(Inifial Public Offering)

IPO
e " A HYPOTHETICAL STARTUP GOES FROM IDEA TO [PO ¥
how
much $235,000,000 at $2.6 billion valuation
you
get
100 % OF 17% OF A
NOTHING IS A LOT LESS THAN BIG COMPANY...
SERIES A =3
$2,000,000 at $4 million valuation c
£
c
2
SEED ROUND s
$200,000 at $1 million valuation £ e
)
® $15,000 FAMILY AND FRIENDS ;
o
how SREé«E COFOUNDER STAGE E
you [ [} £
get oA ° i o
i' i % ' v m )
Sl’LlTTlN(; THE PIE
what | |
o0 founder 1 unde gﬂfoz option pool
give founder @5% e \ . angel
/ _ first employee
option pool | o 1.8% [
! founder ZW "
|
| founder 2 | nds
I vc
for 4 %
s “ under 1 2
m y @opnon pool Rondert A
v option p-d"
Stock set aside for e ungel founder 2 &
founder 2 future employees. .
what founder 2 ubhc
everyone P

es

YOU CO-FOUNDER  FRIENDS ANGEL VENTURE EARLY INVESTMENT
AND FAMILY INVESTORS CAPITALISTS EMPLOYEES  BANKERS

start the does half invests before  has at least persuades gambles on does IPO
company. of the work. ~ anyone else  $1,000,000 or  other people  your company ~paperwork and
at the lowest  $200,000 to put money by accepting  sells alot of
price. annually -isan  in his fund. low salary plus  your stock,
accredited Invests that some stock. getsing 7% of the
investor. Invests  money, starting whole IPO for it.

her own money.  at $500,000.

ANYONE

after your
company does
the IPO, anyone
in the world can
become your
investor.



* Phase 1: own money & FFF
=>» Friends, Family & Fools

Homey, The Living Room — Talk to

our home!
e Phase 2 (still early seed) v
=» informals / business angels
=>» crowd funding
=>» subsidies (governmental, EU, etc.) ¥

=>» early stage VC’s (limited numbers)

204%  €203,918 Funded

* Phase 3: growth money
= \VC’s
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4. Problems with customer acquisition

“Everyone likes it, but no one buys it”

 The problem is that startups only ask to

potential customers, do you like my product
and do you want to have it ? .

— Sounds like “Do you like a Ferrari ?”

e With Business Model Testing (Osterwalder)
you have to check:

— Which problem are you solving ?

— What is the value of that problem ? |
€€ there are no facts in
— What do they use now ?

the building... so get
— Are they willing to change? the hell out andltall
— And how much are they willing to pay ?

to customers 77
/
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Steve Blank
entrepreneur & author
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Business calculations & realistic forecasts
EXAMPLE: SWIRLID

 The Swirlid is a convenient and beautifully
designed opening device
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Business calculations & realistic forecasts
EXAMPLE: SWIRLID

* The inventor / owner has invited his personal 1,600
LinkedIn relations to buy his device with a special

discount: € 35 in stead of € 60 (it was still not available in
the shop).

« How much people (personal relations) did order this
device ?

* | was coaching this owner and he asked me this question.
— | said 4.

— He said “how did you know that ?”
 actually it were only 3 ;-)

— He said “I really thought that 800 people should buy it”

* | said “By the way: | think those 3 bought it because you’re a nice
guyﬂ
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Business calculations & realistic forecasts
EXAMPLE: SWIRLID

There is big difference and between the following:
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1. | like the product.

2. Yes, | like it.

3. I would like to have it.

4. Yes, | would like to have fit.

5. I think | will buy.
6. | will buy it.
7. I'm sure | will buy it.

— But when: next week or in 5 years?
— Why should people order it today ?
— Why should people pay € 60 ? (it is really a big problem ?)
8. I want to have it this week. | will ask my husband to buy it.
9. | will step on my bike and will ride to the shop ? (even when it's
raining ?)
10.Yes, | got it.



5. Pricing & revenue model

* Lots of startups spend a lot of time with internal discussions “What
must be the price ??“

The answer is: NO ONE KNOWS !!!!1
— Ask your customers !

— Do not mention prices on your website (only when you have online
subscriptions; even that: you have to test it before going live)

— Use value based pricing models and not a cost price+ model.

Pricing: € 400 per month
Duration: 3 months for free,
monthly subscriptions and
direct accomplishment possible
# customers: 50 customers

with only 1 successful mailing

Pricing: € 5.000 per year
Duration: 3 years#
customers: 3

Page = 15



technology fund

HOW DOES FACEBOOK
MAKE MONEY IF IT'S FREE?
ADVERTISING
‘ @ SUBSCRIBERS
e LEAD GEN / AFFILIATE
PROFITABLE? @ SELLING DATA
YE S | @ FREEMIUM
: g ROYALTIES
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How do they make money ?

HOW DOES LINKEDIN
MAKE MONEY?

ADVERTISING
SUBSCRIBERS
LEAD GEN f AFFILIATE

YES

FREEMIUM

&

ROYALTIES

00000

PDF i

FreeTheFutureOfARadicalPrice pdf

Freemium models




6. Not the right team

Most occurring problems
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No winners in the team
Lazy employees (focus on connecting hard-working people)

Not enough experienced sales power in the team (you need
proven sales people with market knowledge !!)

The CEO has less execution power and cannot set priorities
Not enough creativity in the team

Technicians are good but not good enough
=» Spend time to find the best ones

Employees are not involved enough (or have other activities as
well)

It is NOT a TEAM




Technicians like to improve and improve and improve and
improve their solution

STOPIT !

— Ask your customers what kind of (basic) functionality they
want to have and bring that to the market

— Afterwards you can offer new functionality and can
make improvements

First focus is: making money !

(or reach your next milestone) F‘TO{US
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HORRIBLE
SERVICE
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* |s your business model / service scalable ?
— |s the technique ready for it ?

— Can you easily scale up without organizational
problems?

* |f not, it is always a challenge.
 How to sell in other countries ?
* Do you know the costs of opening an office abroad?

* Hire own people? Or connect distributors ? S A
/ ‘»‘\

* How do you manage your future cash-flow
when the business grows ?

-
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* Fighting about shares
* Fighting about management fees

* Fighting about positions and roles
— Including the titles on the business cards

* Fighting about the fact that not everyone is making
the same hours per week
— Some people start at 07.00 and others at 10.00

* And last but not least “Fighting about nothing”
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Top-10 reasons why startups fail

1. Underestimate the time before the company is making profit
(underestimate the marketing & roll-out costs)

Overestimate the market-size
Funding problems and cash flow problems

Problems with customer acquisition (“everyone likes it, but no one
buys it”)

Not the right pricing and/or revenue model
Not the right team

Lack of focus / not the right market

Product / service is not as good as expected

O X N o U

Problems with scaling up and growing
10. Internal troubles within the management team
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rgalion TOP-10 reasons TOP 10

why startups fail " STARTUP MISTAKES

# Hiring Poorly
Score 153
18% of Tot. #3

Building something
nobodv wants Lack of Focus
. Score: 112

Score: 300 13% of Tot.
36% of Tot. Score: 98
12% of Tot

Fail to execute
Sales & Marketing

LIQUIDATION

BANKRUPT: INSOLVENT

First Hits
www.100FirstHits.com

8. Spending Too

| 5. Not Having The Right

Much Money 18 (2.1%) Co-Founders 66 (7,9%)
9. Failing To Ask 12 (1 49) 6. Chasing Investors, .
For Help Not Customers 45 (5,4%)

. 10. Ignoring Sacial 6 (0,7%) 7. Not Making Sure You o
Page = 23 Media Have Enough Money 28 (3,3%)



=, Startup Experience

YouR PLAN
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YouR PLAN
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9.

Recommendations

Have fun! When you don’t have fun, stop immediately !!
Talk with potential customers

Focus on launching customers. The earlier you involve potential customers
in the R&D process the better.

Rule-of-thumb: spend 1 euro for marketing for every euro you spend in R&D
/ developing your products / services

Try to find the right pricing model
The lower the thresholds the easier to get new customers
Test your business plan with Business Model Testing

Senior commercial skills (industry expert) in the management team is
necessary

A formal launch with a press release can fasten-up the market entry

10. Find an experienced start-up coach / mentor
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» Cottonwood Technology Fund
> Www.cottonwood.vc

» Santa Fe — USA
» Alain le Loux

» Mobile: +31 629 52 63 81
» E-mail: alain@cottonwood.vc
» Office: +31 53 82 00 798
» Twitter
» @cottonwoodVC

» Hengelosestraat 541 » @alainleloux
» 7521AG Enschede » www.linkedin.com/in/alainleloux/
» The Netherlands » www.cottonwood.vc
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