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Instructor: Hiroshi Hashiguchi

Tuck School of business at Dartmouth College

— MBA, general management
Mercedes-Benz Japan

— In-house management consultant for dealers’ turnaround
Accenture

— Management consulting for large companies in strategy group
Management consulting startup, representaive

— Support for large companies’ new business development

— Support for venture businesses, PE’s and VC's
NARUMI corporation, director

— Hands-on turnaround manager

— Director both for current business operation and new business development
Euphoria co.,ltd, CEO

— Management consulting

— |IT systems for sports management/healthcare



Before

OSORO

Decorative and high quality
OR
Functional and low quality

Tableware
OR
Storage container

Chinaware
OR

Silicone ware

OSORO

High quality
AND

Functional

Tableware
AND

Storage container

Chinaware
AND

Silicone ware



Before

Functional and low quality Decorative and high quality
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Design Awards OSORO has received

g & BEST 100

Z

reddot design award
best of the best 2013 . MENTION 2014

| D L\

INTERNATIONAL DESIGN
EXCELLENCE AWARDS 14

German
Design Award

SPECIAL

2014 Keio EDGE
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3 factors of design:
LOGIC/SENSE/LOVE

* We introduced three essential factors of design:

LOGIC SENSE
* Logical thinking and * Strong em!:)athy for
communication customers’ unmet needs,
pains and gains
* Logical estimation of . _
profitability * Sense for integrating what he/
she experienced into insights
* Logical investment )
decisions * Sense of story telling

LOVE

* Love for customers, products
and services

 Strong belief on what he/she is
doing

“Design Management” by Manabu Tago, Hiroko Tago, and Hiroshi Hashiguchi

2014 Keio EDGE 9



Typical Problem #1

* Less SENSE
* Highly seeds-driven, but few empathy for customers

(/

2014 Keio EDGE
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Typical Problem #2

* Less Logic

* Good looking, artistic, high quality, but not
sustainable in terms of profitability

O

2014 Keio EDGE
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Typical Problem #3

* Less LOVE
e Starting business only because it looks hot and

profitable. H

2014 Keio EDGE
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The “ Inconvenient Truth” around the dinner table

Our food life is supp. by many “

Yet there are many unnecessary procedures, demerits and inefl tothe
So here. is an interview Lo give you an idea of the “inconvenient Lruth” you might not know of!

and envil that you do not realize!

P o
ineffectiveness Ndden in your lives and % clear the way
in performing daily chares. Today, we are visiting the
hame of Mami Shiranct who resides in Tekyo!

Ms. Shiranui: “HL. | believe | try 1o live my life witheut
Baing too inetfective. while supporting seciety and the
enviranment. | thisk I'm pretty conscious atout I....

Interviewer: How would that be?

Ms. Shiranui: Well, every merning, whea | make box
Lunches for my kids and husband, | marinate the meat
and freeze it 0 it cam be cooked right away. It can be
quick and easy, and | des’t have 1o clean the chopping
Board and kicchen kaife.._.

Inserviewen: So Bat's wihy you Aave 50 much meat ia the
freezer. Wow, there are so many food containers!

Ms. Shiranuk Yes, i can e quite useful Look here on the
shalt. 11ry 8o be erganized.

Interviewer. Wow, that's great! But you have i stacked up
50 much. Isn't & hard 1o get semething at the bettom? O,
a silicone steamer, microwave cooker, and many

that are collecting dust. You hardly ever
use them, right?

M. Shiranui: Well, | might just decide 1o use it one day!
Nt just piates, bust | like callecting itchen teols!

Interview: Oh, look here. You have 5o many frying pans
and pats! You s ke cook!

Ms. Shirasul: Well. not that much (she's Being humble).
But defrosting the frezen food in the micrewave, and
cooking it in a frying pan or a pat. and | decide 1o make
one more Sish._ then it's never encugh pans, don't you
think?

Interviewer: Your cupboard is Sl too! I's stacked up so
high. Da you ever use this big cne?

Ms. Shiranui: Well, in case we have a dinner party......
Altheugh we haven had ene years. Also, | persoaally like
Western food, but my husband likes Japanese, bt if's
hard to stack plates for western dishes and Japanese
dishes together. So my cupboard is so full, Bhat | decided
o show my ware lie s

Interviewen, Oh my. it's like

t-

Interviewer: And your food is flat from the plastic wrag.
Are you gaing t microwave it for dinner?

Ms. Shirasei. My hustand is always late from werk, so
yes, that is what | normally do. He mumbles often that it
doesa’t look 50 tasty, but them what can | do (slightty
emdarrassed).

Interviewer: You have 50 many food containers that
maybe you can store. Using plastic wrag excessively is
ot geod for the environment, s it sot?

Ms. Shiranui Well if's 2 hassle transferring & to different
container, and you end up With mare things 1o wash__..
t's busy enough taking care of the bady and doing the

But with all these plates, isa't it hard to wash? Your
dishwasher has turmed into a slerage ted!

Ms. Shiranck Um, | knew that you can conserve mere
water with a Sishwasher, but | just have too many
plates.... So | thought it might be Better if I just wash it
mysell Is this Bad?

Interviewer: Wow, your refrigerator is full tee! This
one.._is yesterday's leftover, right? From what it looks
ke, it seems you're gaing 1o last at least 3 more days.

MNs. Shiranuk | lend to everdo Bhe portion...... 5o | end up
with a full refrigerater.

1 — 1
f;%m%;?I I/
C Jrm— ) 7 7

Keio EDGE

50 F'drather it Sidnt take tee much of my
me! Bt | 02 feel something needs 1 be dane. especially
whan | thisk abaet the future of my children. Do | seund
egotistic (she Lughs?

Interviewer: Oh, no, | understand! That's why it's
imgortant to glance Back at your daily Bt like this 1o see
the “Inceavenient Truth”. Now. what can we do? Wiy
doni't we Bink about this together!

" Although the interview is fictitious, Rt is based en real
lite experiences)

= T2 8a
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“Why?” of OSORO

Golden Circle

HOW

WHAT

Simon Sinek, Illustrated by MTDO

Keio EDGE

Want make users
happy

Want alleviate customers’
pain

Want to contribute to
energy saving

High heat-resistance

High dimensional control
accuracy

Smooth but tough glaze

Product “OSORO”

15
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Entrepreneurship



Hyper Uncertainty

* Entrepreneurs implement business under
hyper uncertain environment.

— love uncertainty
e Super high volatility is a great “chance” for

entrepreneurs.
— established players don’t like it

* Decent plan doesn’t have any value in many

cases.
— everything changes so quickly



Act against Inertia

* Entrepreneurs act against inertia
— widely accepted rules in an industry
— common business practice among existing players

* Don’t follow what majority of people say

— you will change rules of the game



Sense of ownership and
Sense of urgency

* Entrepreneurs must have two senses:
— Sense of ownership
— Sense of urgency

* Put your hands on your business.
— no one would take responsibility. YOU do.
— no one would give a direction to you. YOU do.

* Take urgent action in anytime.

— quickness/speed is the most powerful weapon for
startups



Get things done

* Entrepreneurs must have “get things done”
mentality

— no implementation, no value

— last one mile

* No one would get things done for you
— do delegation, but don’t put your hands off



Invest on Future

e Starting business is investing many resources
on uncertain future:

— time

— money

— effort

— networks

* [nvestment is an exchange of two things:
— Certain at present

— Uncertain in future




Life of an entrepreneur is...

risky and uncertain
chaotic and unstructured
troublesome and restless
Insecure and unstable

but....

Totally exciting and fun!!

Welcome aboard folks!!



Business Model / Value Proposition



What is Business Model?

 “A business model describes the rationale of
how an organization creates, delivers, and
captures value.”

— Alex Osterwalder et al “Business Model Generation”



Business Model Patterns

* There are major business model patterns.
— multi-sided platforms
— the long tail
— free / bait & hook
— no frills

* Knowing existing business model patterns
helps you.

— a source of inspiration for your own work with
business models



Multi-sided platforms

VISA

rRECRUIT

e (QOffers different
solutions to different
platforms

e Creates customer
value to one group
only if the other also
presents.

Go \/816

2014 Keio EDGE 27



The long tail

* Focusing on large
number of niche
products

 |nternet made it
possible

— virtually no limitation
of stock shelf and
showcase

2014

amazon

sales

number of products

Keio EDGE 28



2014

Bait & Hook (EE &89V 1)

Offers a basic product or
service at a very low price
(the bait), and then
taking profit from refills
or associated products or
services (the hook).

Bait (photocopy machine)
& hook (toner cartridge)

Bait (T-shaped shaver) &
hook (razor blade)

Keio EDGE

XEROX

29



Freemium

e A derivative of “bait &

hook”
* Free + premium

* @ive away a core
product for free and
then generate
revenue by selling
premium products

2014

& Drophbox

Keio EDGE

30



No frills

* Remove non-essential
feature to reduce costs

* Operational excellence is
needed to make it
possible

— 15 minutes turn of SWA
— 10 minutes cut of QB house

2014 Keio EDGE
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Business Model Canvas

BELOBR

Customer Relation

FEES
INS—F— Key Activity
Partner ' i BErJ Ak
?3@ T g\ Customers
\\>
S : , \
Key Resource <3 . < \
= Value Proposition | -
‘, o S
/ - FvRIl
< u
—7 Chgnnel
R MEE

Cost Structure

www.businessmodelgeneration.com

2014

Keio EDGE
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Business Model Canvas

* Business Model Canvas is a communication
tool for describing, visualizing, assessing, and
improving business models.

* |t doesn’t create any business model by itself,
it’s a communication tool

— easy to collaborate

— easy to look



Business Model Canvas

 Today, we focus on Value Proposition and Customer Segments

=
P &

C$ 2% b Z\} R$ IR DA \\;/)
2014 Keio EDGE 34

www.businessmodelgeneration.com



Customer Profile

* Select a customer segment you want to profile
* Step into your customers’ shoes
* |dentify customer pains

— what pains do your customers have?
— annoying things, problems, obstacles, risks..
* |dentify customer gains

— what do your customers want to achieve?
— outcomes, benefits, savings...



Pains Gains
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Customer profile

* |f you would have multiple customer
segments, focus on a segment at one time.

e Step into the customers’ shoes.
— feel their pains and gains

— feel their unmet needs

— feel an empathy for them



* Outline “pain relievers” your products and
services will alleviate customer pains

— Don’t need to alleviate every single pain

Value Propositions

* QOutline “gain creators” your products and
services will provide

— Don’t need to address every single gain

e Describe Value Propositions of your products
and services

— What value do you deliver to the customers?
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2014

Square’s Value Proposition

(&) square @ Son e

Sguare Register Square Walet

Start accepting
credit cards today.

Keio EDGE
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2014

Skype’s Value Proposition

Wherever you
are, wherever
they are - Skype
keeps you
together.

Leam about Skype

Keio EDGE

41



2014

Evernote’s Value Proposition

Remember everything.

Capture anything. Access anywhere. Find things fast.

Save your ideas, things you ke, things you Evernote works with nearly every computer, Search by keyword, tag or even printed and
Bear, and things you see. phone and mobile device cut there. handmritton text inside mages.

r‘ GET EVERNOTE - IT'S FREE »

Keio EDGE

42



Value Propositions

e After describing your value propositions, ask simple
guestions to yourself:

— Is it unique?
— Is it easy to understand?
— Is it difficult to copy?

* Even if a similar business model had already existed,
don’t be disappointed too much.
— Can’t you differentiate your model?

— Can’t you outperform rivals?

* Your pain relievers / gain creators do not need to solve
all the pains and gains of customers.

— Focus on extreme pains and essential gains



BMC = Business Plan?

e Do not use Business Model Canvas as a format
of official business plan.

* |tis an internal tool for discussion and creation.

e Use a business plan format for external
communication, including a pitch to VCs



an example of business plan structure

Executive Summary v’ Executive Summary
The Team v Management profile
Mission Statement v’ Vision, Mission and Values
v How Our Business Model Works
The Business Model ‘; '\I'/::;stpl\r/loaﬁ’i:'z ons
v Key Resources and Activities

The Economy

External Environment Market AnalySiS and Key Trends

v
v
v' Competitor Analysis
v

Milestones

Implementation Roadmap \‘j Rond
oadmap

v" Breakeven Analysis

v’ Sales Scenarios and Projections
Financial Analysis v Capital Spending

v Operating Costs

v" Funding Requirements

Limiting Factors and Obstacles
Critical Success Factors
Specific Risks and Countermeasures

Risk Analysis

AN




Marketing / Growth



Marketing?
 There are a lot of definitions of marketing

“Marketing is the process of planning and executing the conception, pricing,
promotion, and distribution of ideas, goods and services to create exchanges
that satisfy individual and organizational goals.”

(AMA: American Marketing Association)

“The art and science of applying core marketing concepts to choose target
markets and get, keep, and grow customers through creating, delivering, and
communicating superior customer value”

(Philp Kotler and Kevin Keller)

“The aim of marketing it to make selling superfluous.” (Peter Drucker)



Mar
Mar
Mar

Marketing?

ceting is not about making decent plans
ceting is not about making hype or buzz

ceting (Market + ing) is comprehensive

activities to make the business growth

In order to spread your innovative idea, you
have to make the business growth

Innovative idea + Growth = Innovation



Where is your market?

* Typical questions from stakeholders:
— “Where is your (primary/secondary) market?”
— “How big is your market?”
— “Is your business scalable?”

* You cannot target at all over the world from the
beginning (because you are a small startup)

— Define your primary market first
— Get monopoly on the market and spread it to others



* Estimate the market size you are primary
targeting at.
— Accurate estimation is impossible.
— Use “Fermi estimate” as your best effort.
* Moneywise sizing is preferable, but population-
wise sizing is ok too.
* Jot down your estimation process including all

the hypothetical numbers so that you can update
them later on.

* Once you finished market sizing for primary
market, do it for secondary market.

— Don’t target at all over the world.
— Be realistic.

Market Sizing



Sample of Fermi estimate

Q: How many piano tuners in Chicago?
v

Chicago population v 3 million
# persons / household v" 3 persons / household 3 million / 3 = 1 million household
% piano owners v 10% 1 million x 10% = 100 thousand pianos

# piano tuning /

. v’ 1/year 100 thousand x 1 =100 thousand times
vear, plano

/ year

# piano tuning /

v
day, tuner 3 / day, person

100 thousand / (3x250) = 130 persons

Working days /
year, tuner

v' 250 days / year, person




Knowing your market

* You should know your market well.
— Size
— trend
— customer profile
— other players
* You should know:
— how competition in your market is fierce

— how market environment is attractive for your business

* So many people focus only on their own resources
(strength and weakness), but ignore other players.



Competitiveness

* Do not get into hyper competitive market
— avoid a war of attrition

* Differentiate yourself from others
— build unique and innovative value proposition
— change the rule of the game



Blue Ocean Strategy

* Blue Ocean Strategy is about changing the industry’s

rule of game

» Differentiate yourself from existing players

Red Ocean?

® # players: approx. 130,000
® Market size : 700 bil. JPY

® Trend : shrinking longtime

(market of existing barbers)

or

Blue Ocean?

£ - I T l T I
& EWY—E2 me ~AFHYh
FHBY ~F SERMO BROEE T7—
pJ—FXb sai Dty
ATA

[T —FA—2 v D HIE—FRRORVHRZRIET S |
(Harvard business school press)
W-Fv> - -FAh LR-EBRLZ2



Marketing Framework: 4Ps

* 4Ps is the most famous framework of marketing.

4Ps from

a supplier’s view

Product

Price

Place

Promotion

Philip Kotler and Kevin Keller

v" Product characteristics / design /

product items / package/ brand /
after service /

v" Distribution channel / EC

channel / catalogue / sales force

v Advertisement / PR / sales

promotion

4 Cs from

a customer’s view

Customer Solution

Customer Cost

Convenience

Communication




4Ps

e 4Ps is a classic framework for designing your
marketing mix.

* |t is not merely for planning but for
implementation.

* Four factors are closely related each other.

— If pricing would be changed, others would be
changed.

— If channel would be changed, others would be
changed.



Consistency in every touch point

 We should deliver consistent messages via consistent tone and
manners to customers.

* Aninconsistent experience at a single touch point makes
customers disappointed.

* That is why we need to share “why” among all the teams.
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Unit Economics / Finance



Accounting and Finance

* Entrepreneurs need to be familiar with
accounting and finance for;

— making correct decisions

— doing communications with stakeholders



Managerial Accounting

Accounting

BERET
Managerial
Accounting

IIBeEt
Financial
Accounting

\'4

BEsRst

Tax Accounting

Accounting for decision making
inside companies

Don’t need to follow regulations

Accounting for reporting to
stakeholders outside companies

Have to follow regulations: company
law and financial instruments and
exchange act

Accounting for calculating taxable
income

Have to follow regulations: corporate
tax act



Cost behavior:
variable costs and fixed costs

* Costs could be split into variable costs and
fixed costs based on cost behavior

® (Costs vary depending on a

ZEhE company’s sales or production
/ Variable Costs

=1

Costs

® Periodic costs that remain
= unchanged irrespective of a
\ ElE&

) company’s sales or production.
Fixed Costs




&H
Costs

Example: supermarkets

ZHEE
Variable Costs

\ ElEE
Fixed Costs

® Cost of Goods Sold
® Plastic bags/brown bags

® Rent expense

® Personnel expense for cashers and
staff

® Cost for lighting, power, and water



&H
Costs

/

\

Example:
steel-manufacturing company

ZHEE
Variable Costs

ElEE
Fixed Costs

Raw materials

Gas, oil, electricity and water
expense for production

Processing cost

Subcontract cost for manufacturing

Office rent expense
Depreciation cost
Personnel expense for non-
manufacturing staff



Example: Consulting Firm

® Photo copy performance charge

ZHEE
Variable Costs

&H
Costs

® Rent expense
ElEZ ® Personnel expense for consultants

Fixed Costs and other staff




Marginal profit

* After dividing costs into variable and fixed
cost, you can calculate marginal profit.

PR FI 2% = LS — ZENE
(BmtFl2)
Marginal Profit Revenue Variable Cost

Marginal profit changes depending on revenue/production increase or
decrease

66



Break-Even Point

eI S _ The point at which revenue equal
Break-Even Point to total costs (zero profit)
10 mil. CostA A
profit 2 mil.

6 mil.

: Revenue
: Cost

: % variable cost

: Fixed cost

Loss

variable .
5 mil.
cost
4
A
fixed 3 mil.
cost
> \ 4
BEP Revenue

6 mil. 10 mil.

67



Break-Even Point

* You can calculate break even point by using
the following formula.

Fixed cost Fixed cost
Break-even

Point 1 - variable cost ratio Marginal profit ratio

BEP Revenui— variable cost — fixed cost =0

Marginal profit = fixed cost

/

BEP Revenue x marginal profit ratio = fixed cost

|

BEP revenue = fixed cost / marginal profit ratio

68



m BEP calculation

Q:
Calculate break-even points of the following two companies.
(round the number)

Company A Company B
e Revenue 100 e Revenue 100
e (Cost 80 e (Cost 80
— Variable cost 30 — Variable cost 50
— Fixed cost 50 — Fixed cost 30

e Profit 20 e Profit 20

2014 Keio EDGE



BEP calculation

Company A Company B

2014

Keio EDGE
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Cost Structure

High fixed cost/Low variable cost

CostA
profit
+
s 3
>
BEP Revenue
® Higher BEP

® Once BEP is exceeded, you can enjoy
higher profit

Low fixed cost/High variable cost

Cost A

>

BEP Revenue

® |ower BEP

® After BEP is exceeded, you can enjoy only
skinny profit

71



Unit Economics

MQ(Margin-Quantity) Accounting

An Italian Restaurant Case Study

Volume
(persons)

Whole Economics

(yen)
P \Y)
3,000 | 2,000
M
1,000

1,000

MQ accounting is TM of Nishiken

(thou.yen)
S| 2
R
G 200

e P: Price

— Revenue per customer
e V: Variable cost

— Cost of food materials and etc
e M: Marginal profit

— Price minus variable cost

e Q: Quantity

— Number of customers

* F: Fixed cost
— Personnel cost, rent cost, water, gas
and electricity cost
e G: Gain
— final profit




m Quantity down

 Volume is decreased by 10% because of a brand new restaurant’s open
 How will the following numbers be changed?

Unit Economics Volume Whole Economics
(yen) (persons) (thou.yen)
P v PQ b
3,000 2,000 3. 000 2,000
X Q =
M 1,000 MQ 820
1,000 1,000
G 200

© Junichiro Nishi
2014 Keio EDGE 73



Quantity down
Unit Economics Volume Whole Economics
(yen) (persons) (thou.yen)
P V PQ VQ
3,000 2,000
X Q -
M MQ 850
1,000

© Junichiro Nishi
2014 Keio EDGE 74



Price down

* You don’t want to lose your customers by 10%. Then, you cut down P by 10%

instead. Assume Q is not changed.
 How will the following numbers be changed?

Unit Economics Volume Whole Economics
(yen) (persons) (thou. yen)
P V vVQ
PQ
3,000 2,000 3 000 2,000
y a | _
M 1,000 MQ 820
1,000 1,000
G 200

© Junichiro Nishi
2014 Keio EDGE
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Unit Economics

(yen)

P V
2,000

Volume
(persons)

Price down

Whole Economics

M

1,000

© Junichiro Nishi
2014

(thou.yen)
VQ
PQ 1,800
MQ F
300

Keio EDGE
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EEEEY  uantity up

* Inorderto go back to break-even point (zero profit) from this situation below,
how many Q is needed?

e Calculate Q at the point in which G=0 (i.e. MQ=F)

Unit Economics Volume Whole Economics
(yen) (persons) (thou. yen)
P v PQ b
2,700 2,000 2 700 1,800
X Q =
M 1,000 MQ F
200 200 800
G -100

© Junichiro Nishi
2014 Keio EDGE 77



Unit Economics

(yen)

P Vv
2,700 2,000

M
700

© Junichiro Nishi
2014

Keio EDGE

Quantity Up
Volume Whole Economics
(persons) (thou.yen)
PQ va
Q
MQ F

800
GO

78



4 Break-Even Points

* You can calculate four kinds of break-even points
(BEP P, Q, Vand F)

VQ+F
P=
—>| Bep P ‘ a

Break even point
(BEP)

G=0

R
m
<
<
I
gt




Sensitivity of Levers

* |In the Italian restaurant case, the most sensitive
lever is P.

Rank Levers Status Quo BEP Sensitivity
1 P @3,000yen @2,800yen 6.7%
2 \V} @2,000yen @2200yen 10%
3 Q 1,000 800 20%
4 F 800,000yen 100,000yen 25%




Difference by cost structure

» Sensitivity of levers is different depending on cost structure

P is the most sensitive lever in each case

9|dwexa
94N12NJ3S 150D

9% 1502
a|gelen

STIVTRVELS

Type A: Type B: Type C:
(higher fixed cost) (balanced) (lower fixed cost)
PQ vQ 20 PQ PQ
vQ 50 vQ 80
100 MQ F 100 100
80 70
MQ F
50 40 MQ | F10
G 10 G 10 20 G 10
20% 50% 80%
#1 P 10% #1 P 10% #1 P 10%
#2 Q13% #2 V 20% #2 V 13%
#3 F14% Q 20% #3 Q 50%
#4  V50% H#4 F25% #4 F 100%




Research in Japanese companies

* McKinsey research shows that P is the most sensitive lever in an
average Japanese company (the research based on all the TSE
15t section listed companies)

Q: “By improving four levers: P, V, Q & F only by 1%, how much
EBIT would be improved?”

v
#1P 23.2%
#2V | 16.3%
#3Q [6.9%
vy T .9




Pricing is important

* The most sensitive lever is P.

* |In real business, price increase is a tough
action.
— degree of demand change is uncertain

— In B2B business, hard negotiation might be
needed

* However, you should recognize how
Important pricing is.



Unit Economics

)

Value to customers * Value to customers must be higher than
= Willingness to pay price

* You want to increase value / decrease cost

Price for getting more marginal profit
marginal * Value is not fixed:
profit v’ it depends on customers

v’ it depends on what story you deliver

Variable Cost

~

©OReiji Yamanaka
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VC’s activities

Sourcing Structuring Value-add Exit
e Search for good e Due diligence and * Support portfolio * Sell apart /
startup companies make contracts companies whole share of
with startups v’ Strategy stock
 Acquire a share of v’ Sales
stock v Finance
v" Recruiting
v Others...

O >

Target IRR
Entry Value 40-60%
Exit Value

©OReiji Yamanaka



Structure of a VC

Return Return
(IRR 20%) (IRR 40-60%) Return

..................... SN AN

invest invest invest
LP Fund : > Company A || Business
'\' Company B :
e ] :
4 Company C

©OReiji Yamanaka
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Where do VCs check?

* Sufficient market size?
Marketability « Unmet needs?
* Growing?

) * Value proposition satisfies unmet needs?
Product/Service «  Scalable?

- * Competitive advantage?
Competitiveness .

Sustainable?
Management e Can get things done?
team * Good chemistries?
. L * Good unit economics?
Profitability * Initial investment can be paid back?
Return to funds « Sufficient return to the fund?

©OReiji Yamanaka



For raising money from VCs

* You have to convince them that their
investment will make sufficient return in
future.

* You have to show that:
— Market is attractive
— Value proposition is unique and valuable
— Implementation plan is doable
— Unit economics is good enough
— Business model is scalable



Wrap Up
- Business model / value proposition
- Marketing / growth
- Unit economics / finance



Three factors of design
Logic / Sense / Love

LOGIC SENSE
* Logical thinking and * Strong em’pathy for 4
communication cu.?tomers u.nmet needs,
pains and gains
* Logical estimation of for i _ hat h
profitability Sense or.lntegra"ungyv .at e/
she experienced into insights
* Logical investment ; i
decisions Sense of story telling

LOVE

* Love for customers, products
and services

 Strong belief on what he/she is
doing

“Design Management” by Manabu Tago, Hiroko Tago, and Hiroshi Hashiguchi

2014 Keio EDGE 90



Entrepreneur’s role

* Entrepreneur’s role is......everything:
— Design value proposition
— Design business model
— Set price
— Pitch business plan
— Raise money
— Do sales and marketing
— Recruiting team members
— Show direction and vision
— Create corporate vulture
— and so on.....

e But, you don’t need to do everything by yourself.
— Contact the right person at the right time
— Connect to good network



Entrepreneurs need to have...

Decent track record
Clear-cut vision

Communication skill
Creative confidence

and, charm!!



What is “investment”?

* [nvestment is an exchange of present
certainty and future uncertainty.

 Investments are nested:

— GPs invest money on VC funds

— VC funds invest money on venture companies

— Venture companies invest money on business

— and so on..

Present
Certainty

exchange

=

Future
Uncertainty




Entrepreneur’s life is investment

* |f you’d choose a life as an entrepreneur, that
IS Investment.

— taking uncertain future, instead of stable/certain
life at an established entity

* No one gives a direction to you.

— you should handle your own business and life with
sense of ownership and urgency



Last but not least

* Uncertainty IS a big opportunity for us.

* Be proactive, be positive, be energetic, and be
passionate.

e Go for uncertain future!

Good luck on your journey
and have fun!!



EOF



