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Tonight’s session is about spreadsheets.  

Not everyone loves spreadsheets, so I’ve 
invited a motivational speaker to get us 

started this evening: 





Step 1: Listen to the waves. 
Step 2: Create something people want.  
Step 3: Draw the landscape.  
Step 4: Build an engine of growth.  
Step 5: Engineer an economic model. 
Step 6: Develop a capital strategy. 
Step 7: Frame a funnel. 
Step 8: Be a master storyteller. BU
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Tonight’s Agenda:
7:00pm: Economic Modeling Concepts. 
7:30pm: Special Guest, Chris Clark 

8:00pm: - - 10 minute break - - 

8:10pm: Building an Economic Model for your Startup 



Unit Economics Enterprise Economics Customer Economics

Economic Modeling Concepts



Tutorspree
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• Y-combinator class of 2011 

• Huge opportunity - tutoring is a $5 billion market.  

• The economic model in their pitch deck showed they needed almost no marketing 
budget because the founders were SEO experts. 

• Raised $1.8M from Sequoia, YC, and other top venture investors.  

• Signed-up 7,000 tutors in the first few months.  

• Their revenue model was a 50% cut on each tutoring session, and they believed 
that each new customer would book an average of 6 tutoring sessions. 
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●In March of 2013 Google changed its algorithm 

and Tutorspree found their SEO traffic dropped by 

80% overnight.  

●
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●They failed in less than two years for two simple reasons: 

1.1. Their economic model assumed they’d get customers for free via SEO.  

2.2. Their economic model assumed that a new customer would return for an 
average of 6 tutoring sessions. But tutors didn’t like paying Tutorspree such a big 
cut so in the first session tutors would say “Next time just contact me directly 
rather than going through the platform”.  

3.



Homejoy
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• Went through Y Combinator. 

• Huge opportunity - home cleaning is a $400 billion market.  

• Economic model was built around the idea that when they got a new 
customer, that customer would hire them over and over again. 

• Raised $38M from YC, a16z, Google Ventures, and Resolute. 

• Paul Graham bragged that it was YC’s “fastest-growing startup yet”.
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Because they believed that a new customer would end up hiring them over and 
over and over again for housecleaning, Homejoy offered significant discounts to 
get new customers.  

A standard 2.5 hour cleaning was normally $85, but they offered an introductory 
offer of $19, figuring they could lose money on the first one. They spent lavishly 
advertising this deal, plus offered deals through Groupon and other deep-
discount coupon deals.  

Despite having raised $38M, they went bankrupt and shut down in two years. 
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Cofounder Adora Cheung said the “deciding factor” in shutting down was four 
lawsuits from cleaners who claimed they were classified as independent 
contractors and they should have received overtime and benefits as employees.  

But was that really the true story?
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Unit Economics
Every business distills down to unit economics. 

Something we can produce for X, and customers will pay Y for it.

One Unit. 



One Unit. $1{



One Unit. $1{ {
{

$.25 cost to produce the unit. 

$.75 gross profit per unit. 



For a widget factory, one unit is one widget.

One 
Unit. 



For lemonade 
stand, one unit 
is one glass of 

lemonade.

One 
Unit. 



For a consulting 
firm, one unit is 

one hour of 
billable time.

One 
Unit. 



For a bakery, one 
unit is one loaf of 

bread.

One 
Unit. 



For Netflix, one 
unit is one 

subscription-
month.

One 
Unit. 



For an airline, 
one unit is one 

seat-mile.

One 
Unit. 



For Doordash, 
one unit is one 
average order.

One 
Unit. 



One Unit. $1{ {
{

$.25 cost to produce the unit. 

$.75 gross profit per unit. 

Unit Economics
Every business distills down to unit economics. 

Something we can produce for X, and customers will pay Y for it.



Enterprise Economics

G&A (overhead):

Management salaries, insurance, 
IT costs, rent, utilities, etc, etc, 

etc,

Units sold:

Fixed Overhead Breakeven



Enterprise Economics

G&A (overhead):

Management salaries, insurance, 
IT costs, rent, utilities, etc, etc, 

etc,

Units sold:

Fixed Overhead
{Operating 

Profit



Understanding Unit Economics leads us to 
the most important equation of all, 

Customer Economics. 

One Unit. $1{ {
{

$.25 cost to produce the unit. 

$.75 gross profit per unit. 



CAC < LTV
Customer Aquisition Cost must be less than the Lifetime Value of a customer. 

It’s fundamental economics. Having this equation wrong is a leading cause of startup death. 

One equation to rule them all: 



CAC = $10

Let’s say we spend $10,000 
in the quarter and we get 
1,000 new customers.  

We make $5 gross profit on 
every widget we sell.  

On average a new 
customer ends up buying 2 
widgets in their first order, 
and then come back and 
buy 3 more.  

LTV = $25
Winner winner chicken dinner!



2.5x is an OK business. 
3x is a good business.  
4-5x is a great business. 



CAC < LTV
This is the basic engine of any business. 

If we can take $10 off the balance sheet, invest it in 
customer acquisition activities, and have it come back to 

the balance sheet as $30, we have a real business.  



An average Netflix subscriber stays on board for 25 months and 
has a lifetime value of $291.25. 

Amazon Prime members spend $1,340 annually, compared to 
roughly $790 per year for non-Prime customers. 

The average Starbucks customer spends $24.30/week and 
remains a customer for 20 years. That’s $25,272, and Starbucks 

has an average margin of 21%, so the lifetime value of a 
customer is $5,307.



“The purpose of a business is to create and keep a customer.”  
- Peter Drucker



“The purpose of a business is to create and keep a customer.”  
- Peter Drucker



CAC < LTV

Hopefully, the Lifetime Value of a customer 
goes up over time, as you get better at 

keeping customers longer, cross-selling and 
upselling, etc. 

LTV



CAC < LTV

Hopefully, your Customer Acquisition Cost 
goes down over time, as you optimize your 

marketing efforts, build brand equity, 
partnerships begin to pay off, and your 

word-of-mouth footprint grows. 

CAC



CAC < LTV

The Promised Land

CAC

LTV
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Ten Minute Break
Go potty.



On Saturday morning we had an excellent 
optional Startup Coffee call. 



This week we’ll have another one: 

Nonprofits, NGOs, Social Ventures.



A class challenge from Lydia!











BUS-217: The Launch Path Canvas
Name of Startup Venture:

Date:

Iteration:

Problem
One clear sentence that articulates 
the problem your startup solves. 

Path to PMF Top 3 Benefits Distribution

Team

Positioning

DefensibilityEconomics

Solution Why it matters Alternatives Customer
How does your venture solve the 
problem you have articulated? Keep 
this short and consise!

What is our path to 
Product-Market Fit? Customer 
Development, MVP's, etc. 

What are the Unit Economics for this venture, what do we expect the 
CAC<LTV to look like, and what are out capital needs? (Link to full 
spreadsheet). 

What are the top 3 benefits that 
your product or services provides 
to customers?

What are our distibution 
channels? Direct to consumer, via 
resellers, or?

What are the characteristics of 
the right team to make this 
venture a success?

What is your secret sauce that is 
difficult for competitors to copy?

Within this landscape of 
competitors and alternatives, 
how is your venture positioned?

Why is this a problem worth 
solving?

When a customer looks at 
alternative ways to solve the 
problem we solve, what will they 
see? This is a list of competitors and 
alternatives. Link to a graphic 
representation of the landscape. 

It's all about understanding 
customers. Write a one-sentence 
description of key customer 
personas and the problem we solve 
for each. Circle the one that is most 
influential. 

One Sentence:



“So, what are you working on?”



Simple, clear, concise. 





Did the Uber pitch deck call it “Disruptive mobile-
optimized GPS-enabled cloud platform that 
changes the entire personal mobility paradigm”?



Did the Airbnb pitch deck call it “Peer-to-
Peer accommodations marketplace platform 
using a proprietary engine and a 
revolutionary new trust mechanism”?



1-Sentence

45-Second Pitch

3-Minute Pitch

1- Hour Meeting

Close the deal!

Every great 
entrepreneur has 
a nesting doll set 
of pitches. 



We’re not writing clever marketing copy.  
We’re not playing Buzzword Bingo.  
We’re not engaging in tech acronyms. 

Now, if you run into someone in a bar and they ask what you’re working 
on, how do you answer that with one simple clear sentence that makes 
them want to know more?



Simple, clear, concise. 











Canc
elled

!



The Hult Prize has been called “The Nobel Prize for social ventures”. 
For-profit startups that tackle global issues.  

Winners receive $1M in seed funding.



Ani Tovmasyan 
Former BUS-217 Student



Economic Modeling. 



“The point of a economic model is to tell a story 
with numbers – a story about opportunity, resource 
requirements, market forces, growth, milestone 
achievements, and profits.” 

 – Guy Kawasaki



Income Statement (P&L) 
Balance Sheet 

 
GAAP Accounting Rules 

Depreciation Tables 
Modified Accelerated Cost Method

Tonight we’re creating an economic model for our venture, not financial statements.  
Financial statements are backward-looking, for reporting and tax purposes. 



The purpose of this:
• Understanding the levers for your particular venture.  

• Informing the capital strategy.  

• Uncovering hidden insights.  

• Understanding scaling dynamics for your particular venture.  

• Communicating with investors and other stakeholders. 

We’re creating a forward-looking model of the 
fundamental economics of our venture.  



Our awesome class venture:



The Assumptions tab. 

Put assumptions on one tab, so that as you change them 
they will automatically flow through the whole model. 



The Setup Costs tab

The one-time non-recurring costs to get your startup going. 



The Unit Economics tab. 

What does one unit cost us to produce, and 
what do we sell it for?



The People tab.

Humans are expensive. 



The Marketing tab.



The General & Administrative (fixed overhead) tab. 



The Revenue tab. 



The CAC<LTV tab

These are all guesses right now - we’re just building a model!



The Summary tab.



Creating an Economic Model for your venture:

• Don’t get hung up on having perfect numbers. Toss guesses on there and 
you can refine and validate as you go along. That’s what spreadsheets 
are good for! 

• Don’t think you need to be a financial expert who knows GAAP 
accounting rules. This is a cash-on-cash model. You can do it.  

• There are two ways to create budgets: top-down and buttom-up. This is a 
bottom-up exercise.  

• Don’t outsource this. If you are going to be a CEO you have to feel the 
fundamental economics of the operation deep in your bones, and that’s 
not going to happen if you hire a freelancer on Fiverr to build it for you. 
It’s also not going to happen if you ask Claude to build it for you. 





bus217.org









Assignments for this week:
Create an Economic Model for your startup. My TacoBox 
example is posted to the class website. Ping me if you want to 
have a 1:1 to discuss yours.  
 
In the #one_sentence channel, post one nice clear sentence 
that describes your startup. If someone in a bar asks you 
“What are you working on?”, how would you answer that in 
one very clear sentence? 

In the #social channel, tell us what puts you in your happy 
place. Being a startup CEO is hard. What do you do to clear 
your head? Running? Meditating? Biking? Drinking tequila?
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