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Our Agenda

Silicon Valley and Entrepreneurial Ecosystems

The Toolset, Skillset & Mindset of SV Entrepreneurs
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« Software is in Development
Stages

« It is Limited to Larger, Less
Precise Applications

+ New Company with no

Experience
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Apple Campus
1 Infinite Loop
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6 Core Pillars of Effective
Entrepreneurial Ecosystems™

Ecosystem

Development

* 2016 research conducted under the supervision of Mark Coopersmith and John Danner. UC Berkeley.
© 2018 Mark Coopersmith & John Danner
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Silicon Valley

From Farms and Orchards.. ..

018 Mark Coopersmith
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. . . to the Epicenter of Technology
Innovation & Entrepreneurship




The Gold Rush: The original
“Boom” in Northern -
California
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San Francisco in 1851
From <500 in 1848 to 25,000+ in 1851

©2018 MOopersmith & John Danner



Levi Strauss

One of the
SF Bay Area’s
notable early
entrepreneurs
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SAN JOSE ]

STATEMR

Santa Clara
University

SAINT

SAN FRANCISCO MARY'S

STATE UNIVERSITY UNIVERSITY OF QOLLEGE
SAN FRANCISCO of CALIFORNIA

ANORLD FROM HERE
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Moffett Federal Airfield - 1931

© 2018 Mark Coopersmith & John Danner



Moffett Federal Airfield — a few years later

© 2018 Mark Coopersmith & John Danner




Hewlett & Packard start HP in their
now-famous Palo Alto garage (1938

© 2018 Mark Coopersmith & John Danner




German anti-bomber fighter jet with radar
early 1940s

© 2018 Mark Coopersmith & John Danner
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Celebrating William Shockley’s Nobel Prize
1957
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The Creation of Silicon Valley: Growth of
the Local Computer Chip Industry

Fairchild generated 31 spinoff firms in just 12 years.
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Arthur Rock

1957: Funds Fairchild
(with east coast )

1961: Founds Davis &
Rock VC in Bay Area

L o

Early investor in
Intel, Apple, Teledyne,
Scientific Data Systems

v 9. 9. 9.3)0'9

dohn Danner



Apple Computer founded - 1976
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€ Redpoint Venture:
@ Founders Circle
€ True Ventures

) Norwest Venture
Partners

© Shasta Ventures
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€ GV (formerly
Google Ventures)
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The Embarcadero
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Seed Funds, Incubators
and Accelerators

VENTIIRE RocketSpace
VENTURESPUR 3 Combinator

EDOStHFtUDE A Blueprint for Business

J‘”A'\
techstars @ excelerase

BRANDERT

-I-%'Hw D-R'ElAM[T AngelPad

wework  PLlGANDPLAY

© 2018 Mark Coopersmith & John Danner
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Strong Intellectual Property Protection

© copyright

all rights reserved

© 2018 Mark Coopersmith & John Danner
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6 Core Pillars of Effective
Entrepreneurial Ecosystems™

Accessible
\ETES

Cultural Human

Support Capltal &
Education

Ecosystem
Development

Govergr:ment Funding

&

Regulatory .
Framework Finance
Support

System &
Mentors

* 2016 research conducted under the supervision of Mark Coopersmith and John Danner. UC Berkeley.
© 2018 Mark Coopersmith & John Danner



John Danner - Mark Coopersmith

How Smart Leaders, Teams, and

Entrepreneurs Put FFailure to Work

The Other
AA 29

Word

WILEY

© 2018 Mark Coopersni

How do successful
entrepreneurs and
business leaders
deal with failure?

They turn “The
Other ‘F" Word”
from a regrettable
event into a
strategic resource

ith & John Danner



6 Core Pillars of Effective
Entrepreneurial Ecosy

Is failure Accessible
tolerated? Markets
Cultural Human Mgmt/technical
Support Capital & talent

Education

Ready access to
markets and customers

Universities: research,
idea formation

Ecosystem
Development Access to funding
Funding does not always
& mean local financing
Finance - investors are mobile

Support - govt can play a role

System &

Mentors !
Incubators & A Funding and Mentors often
Accelerators closely related

* 2016 research conducted under thaddp&visioR SF Mark C8bpérsmith and John Danner. UC Berkeley.

Government
&
Regulatory
Framework




Why are innovation and entrepreneurship
so important?

© 2018 Mark Coopersmith



Pace of Change

Time

\ 4

© 2018 Mark Coopersmith



A few numbers to kick off...

“84% of global executives reported that innovation was
extremely important to their growth strategies...

~ Harvard Business Review, September 2017

© 2018 Mark Coopersmith



A few numbers to kick off...

“84% of global executives reported that innovation was
extremely important to their growth strategies...

but

a staggering 94% were dissatisfied with their
organizations’ innovation performance.”

~ Harvard Business Review, September 2017

© 2018 Mark Coopersmith



The water sector feels the pressure too

“More than 90% of water utility respondents believe
that innovation is crucial to the future of their
organizations.”

e 2017 survey of water utilities, WRE, WE&RF



The water sector feels the pressure too

“More than 90% of water utility respondents believe
that innovation is crucial to the future of their
organizations.”

“But less than 40% believe they are effectively
leveraging innovation to meet these challenges and
evolve as utilities”

e 2017 survey of water utilities, WRE, WE&RF



Competing priorities include...

 Maintain current infrastructure and service levels,
while also...

2017 survey of water utilities, WRE, WE&RF



Competing priorities include...

Maintain current infrastructure and service levels,
while also...

Meeting persistent challenges such as
— water scarcity,

— flat revenues,

— resistance to rate increases,

— changing workforce dynamics

2017 survey of water utilities, WRE, WE&RF
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by Tor Fihburag

OUR LATEST INNOVATION
ISA GOOSE THAT LAYS
£665 OF 50L1D GoLD

ThisS iS
what we
all want.
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by Toer Fihburage

OUR LATEST INNOVATION
ISA GOOSE THAT LAYS
£665 OF 50L1D GoLD

ThisS iS
what we
all want.

But...
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BRAND CAMP

by Tor Foahburae

OUR LATEST INNOVATION
ISA GOOSE THAT LAYS
£665 OF 50L1D GoLD

THATS A DISTRACTION
FROM OUR (ORE

/  AND WE HAVE
7 NO BUDGET FR
<.Q ‘ GOOSE-RELATED
e 3 P exrons
\ ot

ON THAT NoTE
WE'LL NEED
THE FEATHERS
AND LIVER
FOR ANOTHER
PRODELT

MAREEToabd ST . Lo fa



The other end of the spectrum...



The other end of the spectrum...

BY MY CALCULATIONS, T e i _
? MORTUARY BUSINESS | §¢yp DEARLY DEPARTED b

AND A GARDBAGE ""l THE CURB FOR PICK-UP.

COLLECTION BUSINESS.| [Ng/

ngicaie, Ind

51990 Uniled Feaalure Sy

Jeay

MAYBE WE COULD
ADD PLZZA
[Zi'i_'l_lp"n.l'E_F'{*r"j TOO .

LET'S NOT
7 PUSH A GOOD

/




T'll be happy to give you innovative thinking. What are the guidelines?”

Source: New Yorker



Q:
Can entrepreneurship and
innovation be taught?

© 2018 Mark Coopersmith



Q:

Can entrepreneurship and

innovation be taught

\ea‘m

© 2018 Mark Coopersmith



How would a venture capitalist
approach this question?

© 2018 Mark Coopersmith



Startups and Enterprises
have fundamentally
different objectives

© 2018 Mark Coopersmith 109



How we think about, study and teach
Entrepreneurship at UC Berkeley and in
Silicon Valley has evolved substantially...

© 2018 Mark Coopersmith



My daughter Alison
and me on her 18t
birthday

© 2018 Mark Coopersmith
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e 20 min. of training
* jumped that day
* expert guide
e 2 mile freefall
@120 mph

© 2018 Mark Coopersmith



* 5 hours of training * 20 min. of training

* jumped another day * jumped that day
* slow drop, no freefall * expert guide
* injuries * 2 mile freefall
(training # reality) @120 mph

© 2018 Mark Coopersmith



How We Teach Entrepreneurship
Then

© 2018 Mark Coopersmith



How We Teach Entrepreneurship

Then Now

Create
ventures and
essential tools
in real time

© 2018 Mark Coopersmith



Today’s Challenge for
Entrepreneurs

It has probably never been easier to start a
(technology) business than right now.

And it has probably never been harder to
scale one and succeed.

© 2018 Mark Coopersmith



The Challenge: Crossing Geoffrey Moore’s “Chasm”

Thea
chasm
Ralative %%
of
customers
Early
adup!&rs.f Early L N\
Innovators, | visionaries majority Late majority | Laggards,
technology pragmatisis | conservalives skeplics
enthusiasts ,,--/ \\‘___-
|—" Time
=it = il -
Customers want Customers want
technology salutions

and parformance and conveniance



https://www.youtube.com/watch?v=GA8z7f7a2Pk




How we teach Innovation & Entrepreneurship
at Berkeley

Introduce
(new)
Concepts

Apply

Integrate,
Iterate,
Evolve

Learnings &
Create

Receive
Feedback

(customers,
instructors,
experts)

© 2018 Mark Coopersmith



Succeeding as an Entrepreneur is hard...

What do early stage entrepreneurs cite as their
biggest business challenges?

M Accounting & Finance M Boards I Customer Development

M Ecosystem & Community M Funding M Intellectual Property
Leadership & Motivation M Legal M Marketing
Operations M Planning and Strategy M Presentations
Product Development M Sales

M Team, Hiring, and Management

Kaufman Foundation for
Entrepreneurship; poll 2015



Three “Sets” of Successful
Entrepreneurs

N, 9%
/

© 2018 Mark Coopersmith
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Model of Startup Growth Stages

| VCs, Acquisitions/Mergers & | Secondary Offerings
; Strategic Alliances |
: -
Angels, FFF : Later Stage 1
- - E s - - E J—
L Seed Capital |  Early Stage | :
= : ! :
= s a s
Ll}-l q ' ;
w Public Market
o H :
: Mezzanine E
’ . IPO
Break aven E E
Valley of Death TE M E

N N
Concept >Team Form>Proto/RoIIou’L>> Rapid Growth >Expansion > Maturity >

© 2018 Mark Cooper%th



REVENUE

Model of Startup Growth Stages

‘ VCs, Acquisitions/iMergers & '
i Strategic Alliances :
- -

Latler Stage

Angels, FFF

[]
]
I

- - - = —

Seed Capital Early Stage

Mezrranine
N | )
Sustain
Braak avémn
Build :

+art ./:/ - ]

Al &
Vallay of Daath TIME

secondary Offerings

Public Market

© 2018 Mark Cooper%th

N N
Concept >Team Form>Proto/RoIIout> Rapid Growth >Expansion > Maturity >



Model of Startup Growth Stages

VCs, Acquisitions/Mergears & '
Strategic Alliances
% -
Angels, FFF 1
- - - -
LL Seed Capital Early Siag
: B -
=
Ll
=
(N
(a
Bz
| Sustain
1rgeak e
Build
Start A
Jallay of Daath TlME
Concept Team Form Proto/Rollout  Rapid Growth , Expansion

© 2018 Mark Coopersmith

secondary Offerings

Public M7 Tket

Where are you and your
team at your best?

What do you love to do?
\

Matunity






What problem(s)
are we solving?

For whom?

Customer A e |
Discovery "SUFE. By FESREEE T R




Clark Andrews

AGE
OCCUPATION
STATUS
LOCATION
TIER

26

Software Developer
Single

San Jose, CA

Experiment Hacker

ARCHETYPE The Computer Nerd

Friendly Clever Go-Getter

e
- & g o
| & rgm

"I feel like there's a smarter way for me to transition into
a healthier lifestyle.”

Motivations

Fear

Growth

Social

Goals
» To cut down on unhealthy eating and drinking habits
*» To measure multiple aspects of life more scientifically

» To set goals and see and make positive impacts on his life

Frustrations
» Unfamiliar with wearable technology
» Saturated tracking market

» Manual tracking is too time consuming

Bio

Aaron is a systems software developer, a "data junkie” and for the
past couple years, has been very interested in tracking aspects of his
health and performance. Aaron wants to track his mood, happiness,
sleep quality and how his eating and exercise habits affects his well
being. Although he only drinks occasionally with friends on the

weekend, he would like to cut down on aleohol intake.

Personality
Extrovert
-
Sensing
Thinking
Judging

Technology

IT & Internet

Software

Mobile Apps

Social Networks

Brands

g @

© 2018 Mark Coopersmith




The Customer Lifecycle

Awareness Knowledge P JConsideration Selection Satisfaction Loyalty Advocacy

—mm——— Pre-Purchase -.-—---—-) Trial/ Purchase—-}-—-—-—-—— Post-Purchase -.-—---—)
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Competitive Positioning
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The Business Model Canvas *

KEY PARTNERS

Wha are our key partners?
Wha are our key
suppliers?

Which key resources are
we acquiring from our
partners?

Which key activities do
partners perform?

KEY ACTIVITIES
What key activities do our
value propositions require?
Our distribution channels?
Customer relaticnships?
Revenue streams?

KEY RESOURCES

What key resources do our
valus propositions requirs?

Cur distributien channels?
Customer relaticnships?
Revenue streams?

VALUE PROPOSITIONS

What value do we deliver to the
cUsStomer?

Which one of our customers’
problems are we helping to
solwe?

What bundles of products and
gervices are we offering to each
segment?

Which customer needs ane we
satisfying?

What is the minimum viable
product?

CUSTOMER
RELATIONSHIPS

How dowe get, keep, and grow
customers?

Which customer relationships
have we establizhed?

How ara they integrated with
the rest of our business model?

Howr costly are they?

CHANNELS

Through which channels do our
customer segments want to be
reachad?

How do other campanies reach
them now?

Which aones work best?

Which anes are mast
cost-efficient?

How are we integrating them
with customer routines?

CUSTOMER
SEGMENTS

For whom are we
creating value?

Who are our most
important customers?

what are the customer
archetypes?

COST STRUCTURE

What are the most important costs inherent to our business madel?
Which key resources are most expensive?
Which key activities are mast expensive?

REVENUE STREAMS

For what value are our customers really willing to pay?
For what do they currently pay?

What is the revenus maodel?

What are the pricing tactics?

* Alexander Osterwalder, Business Model Generation, 2010
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Create prototypes and mockups.
Show, not tell
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Customer Journey

Brand _ _
Selection
Interest

Mileage

Upgraded Points

Reservation Cold Meal

Process

Brand
Awareness

Call

Customer Unfriendly
Reservation Services Staff at

confirmation not Check-in
received

Flight
Delayed Luggage Lost
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Total Available Market, Served
Available Market, Target Market

Total

Available

Market Served
Available
Market

TAM = how big is the universe

SAM = how many can| reach
with my sales channel

Target Market (for a startup) =
who will be the most likely buyers
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Total Available Market, Served
Available Market, Target Market

Total

Available

Market Served
Available
Market

TAM = how big is the universe

SAM = how many can| reach

with my sales channel Who is your

Beachhead
customer?

Target Market (for a startup) =
who will be the most likely buyers
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Pricing Strategy Matrix

Low Quality High Quality
Ln:_-w Economy Penetration
Frice
& High Price Premium
Price Skimming
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Pricing

PEOPLE WILL THINK IT'Ss || AND ALL LJE NEED IS
A GREAT BARGAIN LUHEN || ONE PERSON TO FORGET
IN FACT IT'S JUST A TO MAIL IN THE REBATE

HUGE TNCONVENIENCE. FORMS.
WE'LL TARGET

‘_1. THE LAZY ] I
®=3 RICH. 9
1 . |

DONT SELL YOUR NEW
PRODUCT FOR %29.
OFFER IT AT #1.000,029
WITH A REBATE OF

$1,000,000.
2

goottidams s pol. com
Symdie

Utited Faaliré
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Retention Rates*

Statistics alone  vs With a story
5-10% VS 60-70%

*Stanford University Study




How to Present Your Venture to Investors and
Raise Needed Capital (Milestones)




The Mindset of Great Entrepreneurs
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What is an
entrepreneur?
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What is an
entrepreneur?
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What is an entrepreneurial mindset?




Ten Traits
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1. Bias to Action
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2. Welcome & Create Change
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3. Optimistic
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4. Tenacious
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5. Resourceful
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6. Intensely Curious
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7. Understand & Manage Risk
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8. Failure-Savvy
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9. Know their Customer
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10. Ask for Forgiveness, Not Permission
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THEORY
driving new ideasS &

innovation in large
organizations

PRACTICE
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ADOBE Kickbox

Enterprise innovation at scale




Adobe seeks not only to create great new innovations, but also
to create and inspire great innovators inside the company.







Source: Adobe Kickbox, 2018 https://kickbox.adobe.com/



Why are you starting this innovation project?

Inception

This is where it begins. There are no born innovators,
Ordinary people become great innovators when
powerful motivations demand it. Corporate mission
statements are not enough. There must be compelling
reasons. Personal reasons. To start any journey withaout

understanding your true purpose is to fail before you begin.



Usefulne

Ideation begins with inputs and insights.
Goto cards and now to learn how to gatherinput and generate
insights. Returnwhen completed.

Your objective is to generate bad ideas.

Alot of badideas, Most great ideas begin lifelocking like bad ideas,
That's why the redbox contains a notebook for Bad ldeas but none
for Good ldeas. Hare on Level 2 they arethe samething. We're less
judgmental f welabel our raw ideas “Bad” in advance Keep that
notebook handy, Onceyou begin ideation, ideas can land at any time

BAD IS GOOD

Kick off your process with a formal idea generation session. Block

45 minutes onyour calendar at a timeyou'll be rested. Find a quist
place and silence electronic distractions. Place a pen, the Bad |deas
book anda pad of Post-lt notes in front of you, Set the Rickbox timer
for 26 minutes, Do not allow interruptions, Useyour observations

and questions from 2b asa jumping off point. Brainstorm, Jot down
interesting thoughts. Jot down crazy thoughts. Some spatial thinkers
place sticky notes inrows, circles orclusters to reflect related concepts.
If any unrelated thoughts encroach, like “Don’t forget to call Bermie®,
queusit ona Fostt offto the side,

After your solo ideation session, be patient. Creativity is a background
process. [t may be helpful to have ideation sessions with others
as well. Do what works for you.




® -

Raw ideas can have Ereat potential but they are not yet
ready for testing with potential users. First they must grow
stronger and more refined. Level 3 gives you powerful
tools for improving ideas.

Capture

It's helpful to express sachidea ina consistent product staterment,
Bailing a product orservice down to one sentence is hard, It requires
deciding what really mattars and can sharpen theidea inpowerful ways,

“ <product/service description= for <target customer= that <key value=
enabling <prirmary banefite= unlike <existing alternatives="

Anexamples would be:

“ portable music player for audiop bile music lovers that ol ays music files
fram losalezs formats enabling improved quality unlike iPods and other
compressed fite plavers.”

Combine

Mary of your raw ideas may have similarities. Go through vour list

and consider sach idea based on relevant criteria such as problem
space, value proposition, customer type, distribution channel, delivery
platform and technical components. Cananyideas be logically
combined? It doing so strengthens the ideas without defocussing them,
consider combining them,

Business Model Canvas

A business model canvas defines the key elements of yvour
proposition. [t can be absorbed inseconds yet highlights the critical
elements of an opportunity. You will likely make changes tothe
carivas after you begin Review the canvas with your collsagues, |z it
clearto them? Does it makes sense? s it compelling?

— | Solution
| ropasan

Frinta oo of the canws fom the paffound on the Kickbor we bsike.

Hint: Finding good Unfair Advantages is very rare. Most successful
products don’thave one, For more, read this: blogasmartbear comy
not-competitive-a dvantage html




Investigate

\\|//
N\ 7

Level 4 is where you engage potential customers to gather
data. This data will indicate whether your idea should be
pursued, changed ordropped. It begins with two steps:
Discovery = nd Validation. You can also think of them as
Askand Sell or Learnand Confirm.

The key to success is proving your product and market hypotheses as
quickly and cheaply as possible, Validating key assumptions against
actual customer behavior quantifies risk and reduces uncertainty,
Theworst validation resultis cnethat says, “Everyone loves
averything!” You need to discoverwhich parts of the idea aren’t going
towork, Discovering what's bad -is good, Yery good, You can then
adapt and iteratively retestin hours or days instead of weeks and
marths, Level 4 shows you how to confirm the custamer prablem,
validateyour solution and prove out a viable sales channel, Your
experiments may alsoe reveal newways to profoundly improvethe
idea and delight customers,

nainthere,

ndthen start

a -::]i st




Iterate 5

Before developrent ever starts, you can test custormer™s behavioral
responseto various value propositions, the relative desirability of
particular features and the effectivenass of ecplaining theproduct
different ways. That insight is priceless. Your experimental platform can
also enable exploring wild variations revealing new opportuniti es that shift
the entire product conceptwhile such changss are still essentially free,

Complete four actions. Go to Level 6.

|:| Develop a hypothesis, Change vour expeariment to test this
hypothesis (but keep screen shots of each version of vour site),

Drive 100+ morevisitors than Level 4,
Atthis point you have a functioning experimental platform
running with traffic, customers expressing interest and Get 20+ more sign-ups.
data being captured. Now it’s time to use that platform
to optimize your idea. Start b% identifying which metrics Comparato the baseline set inLevel 4. Learn,
are most central to validating the idea is working. If it's not
clear, review the key risks from the Level3 scorecards and
the key metrics fromyour Kickbox Canvas.

Develop clear hypotheses like;
“Iif wisitors cowld see a short walk-through of sareen shats, it would
increqse sign-ups by 509"

“if the value prop focused on teaching adults to draw instead of kids,
sign-upswouldinmrease by 25%,"

i product that offers results in one hour for S10instead of one day for
sI00will increase sign-ups Sx”




Infiltrate

Thisisthefinal level. The path behind you is long. Many
have fallen along the way. When others gave in, you pushed
on.Somecall it inner strength. Others call it stubbornness.
You have reached the last level of the red box. Well done.

Youve acquired arcane knowledgze, built unigue skills and turnsd
raw data into powsrful evidence, You will need them all. Every action
anyour journey has been preparing you for this mament,
Welcometothe Boss Lavel’

Only one action remains ahead. You must infiltrate your idea into the
company and earnthe warm embrace of executive approval. Youmay
have heard Level 6 is hard to solve, Youve now fought vour way here,
50 you're ready for thetruth, You cannot win... if you play by the rules,
That’s wihy innovators are 50 good at rules, Mat at following them;
making thair own, Innovation isnot athing one does, It is away of
being. To solve Level & you must usethefinal secret of the red box:
make your own rules,

The Pltch

+ Customer

+ Problem

+ Mockup

+ Expenment
+ Data

« Aisk

What are you asklng for?




Tell a compelling
personal story.

What makes a story compelling? When it’
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What comes after the red box?



What comes after the red box?




What were outcomes did Adobe see
with the first 1,000 red boxes?

23 blue boxes

6: Infiltrate
1 & 5: Investigate  22%

3: Improve Innovation

funnel
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Questions and
Discussion

My blog on Innovation and Entrepreneurship:
http://markcoopersmith.com/blog/

Books | recommend:
http://markcoopersmith.com/bookstore/

m_coopersmith@berkeley.edu
www.markcoopersmith.com
@MarkCoopersmith
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