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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.

D —

Step 6: Develop a capital strategy.
Step 7: Frame a funnel.

Step 8: Be a master storyteller.



Tonight’s Agenda:

Economic Modeling Goncepts.
Special Guest, Chris Clark

- - 10 minute break - -

Building an Economic Model for your Startup



Economic Modeling Concepts
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YC-Backed Tutorspree Is An Airbnb For Tutoring

Alexia Tsotsis (@alexia
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Find great tutors for your kids.

Where do you live?

Launching today from the YCombinator Class of 2011, Tutorspree is a online marketplace
for K-12 tutors along the lines of accommodations network Airbnb, but specific to tutoring
(yes I've made this comparison before). Founded by Aaron Harris, Josh Abrams and Ryan
Bednar, the startup is disruptive in the sense that the tutoring space up until now has been
monopolized by agencies like Sylvan and Huntington Learning Center or risky alternative
Craigslist.

Tutoring is a business that is aching for change: Agency strongholds make tutor comparison
difficult and Craigslist is a whole ‘nother can of worms trustwise. So Tutorspree tries to
combine the easy accessibility of the Internet with the quality vetting of an agency, at
reduced cost. All you need to do as a parent to find a tutor is type in your location into the
Tutorspree search box, and you'll get a listing replete with photos, credentials and price.
Prospective tutors can sign up with the “sign up as a tutor” link at the top of the site.

THE ALL-NEW
ALL INNOVATIVE
BMW 5 SERIES.

Learn More
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tutorspree

e Y-combinator class of 2011

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

e The economic model in their pitch deck showed they needed almost no marketing

budget because the founders were SEQ experts.
e Raised $1.8M from Sequoia, YC, and other top venture investors.
e Signed-up 7,000 tutors in the first few months.

e 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.



tutorspree

In March of 2013 Google changed its algorithm
and Tutorspree found their SEQ traffic dropped by
80% overnight.
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After Raising $1.8 Million, Y Combinator Startup Booking
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The hardest decision a founder can
make is knowing when to throw in
the towel. Tutorspree, a company
that was founded in 2011 and raised
$1.8 million, just did that.
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After Raising $1.8 Million, Y Combinator Startup
Tutorspree Shuts Down
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The hardest decision a founder can
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tutorspree

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

1. Their economic model assumed they’d get customers for free via SEOQ.

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”.







HOMEJOY IS as easy as|l-2-3.

Our friendly, professional cleaners are all trained and certifieq,
and our online booking tool makes scheduling effortless.

Tell us when and where you want us to clean. A friendly, certified Homejoy Cleaning Sit back and relax. Enjoy your clean home!
Professional arrives at your home.




e Went through Y Combinator.
e Huge opportunity - home cleaning is a $400 billion market.

e Economic model was built around the idea that when they got a new

customer, that customer would hire them over and over again.
e Raised $38M from YC, a16z, Google Ventures, and Resolute.

e Paul Graham bragged that it was YC’s “fastest-growing startup yet”.



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.



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?



What Really Killed Homejoy? It Couldn't Hold On To Its
Customers

Q000

Ellen Huet, rorses starr @
| write about technology and how it affects us. FULL BIO vV
>

A cleaning company charges north of $85 for a 2.5-hour house cleaning, but to rope in as
many new customers as possible, it offers the service for a promotional price of $19. Guess
what happens when the introductory deal is used up?

You don't need an MBA to solve this riddle. The customer never books again -- and that's
the problem that plagued Homejoy, the cleaning services marketplace startup that was, for
a while, a Silicon Valley darling before it said Friday it was shutting down.

Homejoy cofounder and CEO Adora Cheung told Re/code that the "deciding factor" was
the four lawsuits it faced from cleaners who claimed they were misclassified as
independent contractors. That's likely true -- the liabilities and legal costs associated with
the suits were no joke. But there's more to Homejoy's demise: its customer acquisition
model simply didn't pencil out, former employees and industry sources said.



Homejoy faced pressures dreadfully familiar to many successful young startups: Raising a

) comes with investor expectations of equally
huge growth. To meet thos€ esspectat omejoy expanded quickly -- too quickly,
former employees said -- into new and international markets, at one point opening in 30
cities in six months.

Cheung "was always telling the growth story ... because we need to have this story to raise
the next round of capital,” said the same former employee. "She really felt that if the
company stopped growing really, really fast we'd be dead.”

neional arlv forits gro hendt entered new markets, it grabbed new

o

customers on deal sites like Groupon and LivingSocial or by otfering discounts on its own

site. It leaned on these sources, with about 75% of its bookings coming from discounts as
opposed to referrals or organic tratfic, former employees said.

Not only did that kind of discounting make Homelas: significant money, it also

L

brought in the wrong kind of custonte¢r. Many never booked again ecause they weren't

willing or able to pay the full price, whic =ad from & an hour. Homejoy
changed its pricing last year to make recurring cleanings cheaper and encourage repeat
business. In response, some customers simply booked at the cheaper price and cancelled

future appointments.

‘"There's an adverse selection to high discount 3y it's maybe not sending the right message,"

7a German company similar to Homejoy. (It

goes without saying, but Franke, like Handy's Hanrahan, has an interest in highlighting
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Homejoy: A Silicon Valley darling’s path to the grave

Homejoy was one of the first platform companies to disrupt the $400 billion home cleaning market. The company aimed to create value
by using algorithms to connect homeowners with cleaners and by scheduling cleanings, all of which could be done by homeowners from
the comfort of an app. Homejoy had the potential to become Silicon Valley's next unicorn; it raised $40 million from sources including
Google Ventures and Max Levchin, PayPal's cofounder. Nevertheless, the company was shut down less than 2 years later and turned into
a cautionary tale for other platform businesses.

What killed Homejoy?

Adora Cheung, cofounder and CEO of Homejoy, claimed that the “deciding factor” that led to Homejoy's failure were worker
classification lawsuits. According to the lawsuit, Homejoy treated cleaners as independent workers, thus depriving them of
reimbursements and overtime wages. However, further research suggests that lawsuits were not the primary reason for the company'’s
demise. Homejoy failure was attributed to mounting losses due to high customer acquisition costs, poor customer retention, a strategy
focused exclusively on growth, competition, and poor worker retention.

e High customer acquisition costs: A cleaning company typically charged at least $85 for a 2.5-hour house cleaning, but Homejoy
offered new customers a promotional price of $19 per cleaning. While many platform companies have subsidized products and
services (or offered them for free) to fuel growth, Homejoy’s promotional price led to substantial losses since 75% of its booking came
from discounts as opposed to referrals or organic traffic.[1]

Poor customer retention: Homejoy's growth-focused strategy may have worked if Homejoy had been able to retain customers, but most

customers never used the service again and did not stick around long enough to become profitable—in fact, a third-party analysis

showed that only 25% of customers used the service after the first month, and fewer than 10% used it after 6 months.[Z2] This was
attributed to several factors:

o The promotional rates attracted the wrong customers: homeowners who were not willing to pay the full price of $25-35 an hour.

o The service was hit-or-miss. Since cleaners were independent contractors, Homejoy could not provide them with training, thus
affecting the quality of the cleaning. Furthermore, Homejoy's focus on growth led it to deprioritize technical issues, such as a
glitch in the algorithm that did not provide cleaners with sufficient time to transit from one house to another, thus causing them to
arrive late to their appointments.




Business Homejoy: A Silicon Valley darling’s path to the grave
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Homejoy was one of the first platform companies to disrupt the $400 billion home cleaning market. The company aimed to create value
by using algorithms to connect homeowners with cleaners and by scheduling cleanings, all of which could be done by homeowners from
the comfort of an app. Homejoy had the potential to become Silicon Valley's next unicorn; it raised $40 million from sources including
Google Ventures and Max Levchin, PayPal's cofounder. Nevertheless, the company was shut down less than 2 years later and turned into
a cautionary tale for other platform businesses.

What killed Homejoy?

Adora Cheung, cofounder and CEO of Homejoy, claimed that the “deciding factor” that led to Homejoy's farlure were worker

classification lawsuits. According to the lawsuit, Homejoy treated cleaners as independent worke hus deprivine them g
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ocused exclusively on growth, competition, and poor worker retention.

High customer acquisition costs: A)cleaning company typically charged at least $85 for a 2.5-hour house cleaning, but Homejoy
affered new customers a promotjgnal price of $19 per cleaning. While many platform companies have subsidized products and

services (or offered them for free) to fuel growth, Homejoy's promotional price led to substantial losses since /5% of its booking came

from.discounts as opposed to referrals or organic traffic.[ 1]
Poor customer retention: mejoy’s growth focused strategy may have worked if Homejoy had been able to retain customers, but most

- rrependent contractors, Homejoy could not provide them with trarnrng thus
affecting the quality of the cleaning. Furthermore Homejoy's focus on growth led it to deprioritize technical i1ssues, such as a
glitch in the algorithm that did not provide cleaners with sufficient time to transit from one house to another, thus causing them to
arrive late to their appointments.




Top 9 reasons for startup failure

Based on an analysis of 385 startup failures since 2023

s CBINSIGHTS

T
market fit i

Wrong market timing 299,
or macro conditions 9
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Ineffective
strategic pivot

Outcompeted
by rivals

Operational or
leadership
challenges

Technical or
clinical issues

Fraud or
legal problems

© 2026 CB Insights. Not mutually exclusive; one company can have multiple primary reasons for failure. Data as of 2/6/2026. Es CBINSIGHTS






Every business distills down to unit economics.
Something we can produce for X, and customers will pay Y for it.







$.75 gross profit per unit.

} $.25 cost to produce the unit.




For a widget factory, one unit is one widget.
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~ For lemonade |

| stand, one unit |®

is one glass of §&%
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one hour of
billable time.
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"' For a bakery, one
unit is one loaf of




For Netflix, one
unit Is one
subscription-
month.



For an airline,
one unit Is one
seat-mile.




For Doordash,
J one unit is one
average ordetr.
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Every business distills down to unit economics.
Something we can produce for X, and customers will pay Y for it.

$.75 gross profit per unit.

$1

} $.25 cost to produce the unit.



Fixed Overhead greakeven

Management salaries, insurance,

IT costs, rent, utilities, etc, etc, . . . . . . . .
etc, . . . . . . . .

G&A (overhead): Units sold:
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Fixed Overhead [ [0 I 0
IT costs, rent, utilities, etc, etc, . . . . . . . .
etc, ........

G&A (overhead): Units sold:

Operating
Profit

Management salaries, insurance,




} $.75 gross profit per unit.

} $.25 cost to produce the unit.

$1

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




GAC <LTV

Customer Aquisition Gost 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.




Let’s say we spend $10,000 We make 35 gross profit on
in the quarter and we get every widget we sell.
1,000 new customers.

CAC =510

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

[TV =925




Let’s say we spend $10,000 We make 35 gross profit on
in the quarter and we get every widget we sell.
1,000 new customers.

On average a new
c Ac — 31“' customer ends up buying 2
widgets in their first order,

and then come back and
buy 3 more.

[TV = $235

2.5x IS an OK business.
3X IS a good husiness.
4-3X IS a great business.




This is the basic engine of any business.

GAC <LTV

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 a customer.”

- Peter Drucker



GAC <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.



GAC <LV

Hopefully, your
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.




GAC <LTV

The Promised Land

|



Economic Modeling Concepts
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Christopher Clark - st
Co-Founder at Locale | Forbes 30 under 30, A16Z and YC backed

San Francisco Bay Area - Contact info




Ten Minute Break

Go potty.
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@ T 10 CUSTOMER
~ INTERVIEWS CHALLENGE

GOAL: Taik to 10 potential customers in your

A CI ass c h a I Ie n g e fro m Lyd ia ! target market before the end of Week 8.

10-30 min Talking with your
conversation

(Zoom, phone friends/co-workers
or in person) \™ "R/ (unless they are your
* target customers)

With real
customers

Focus on learning, ~<) ) Surveys
not pitching

Can be imperfect

Even 1-2 conversations is already a win.

This is about building the habit,
not being perfect.

I've created a Slack channel
& #10-conversations-challenge

Joining this channel means you
accepted this challenge.




v 1/10 @ Conducted a custdev interview with someone who recently bought a home.

The conversation ended up lasting 45 minutes — and honestly, the way people think, make decisions, and emotionally go through the home-buying process
IS a whole universe in itself (&

Some hypotheses got stronger, some completely changed, and a few became much weaker.

Also, one big realization: doing custdev for your own project is really hard. It's so easy to accidentally steer the conversation toward the questions you care
about instead of staying fully focused on the person.

After interviews like this, it actually helps to debrief with ChatGPT or another person — otherwise it's very easy to create illusions or unconsciously force

-~

Insights to fit your idea &
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This is my Chocolate Lab, Maya, up at our house at Lake Tahoe. She was born to swim and loves swimming in the lake up there, and at the coast when we
are at our house down here. (edited)
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* My rectangular cat, Millie
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One clear sentence that articulates How does your venture solve the Why is this a problem worth This is a list of competitors and Customer Profile will be?

the problem your startup solves. problem you have articulated? Keep solving? alternatives. When a customer looks
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problem we solve, what will they
see?
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The Launch Path Canvas 2.0

Problem

One clear sentence that articulates
the problem your startup solves.

Millions of people with sleep
apnea struggle with CPAP
machines that are uncomfortable,
noisy, and inconvenient —

leading to low adherence and

serious long—ferm health risks.

2 Path to PMF

What is your plan for getting to
Product-Market Fit?

1. Idenfi\(y early adopters ﬁwrough

sfeep clinics and online communities.

Deliver to design partners and

iterate based on real-world use.

Generate clinical data and

testimonials.

Expand to broader market
fhrough DTC and partnerships.

@ Solution

How does your venture solve the
problem you have articulated?
Keep this short and concise!

Peri Seal is a comfortable,
wearable device worn around
the neck that gently stabilizes
the airway to keep it open
during sleep —no mask, no

hose, no noise.

: PMF Metrics

As you work your way toward
Product-Market Fit, what are
the key metrics that matter?

; i Weekfy active users

(device usage raote)

Reduction in AHI (Apnea
Hypopnea Index)

Customer satisfaction (NPS)
Repeaf purchase / retention

é Economics

@ Link to spreadsheet.

What are the Unit Economics for this venture, what do we expect the
CAC-LTV to look like, and what are our capital needs?

Unit Economics:

Customer Economics (CAC:LTV goal):

Enterprise Economics (runway):

Name of Startup Venture:

&> Why it Matters

Peri Seal

Why is this a problem worth
solving?

Untreated sfeep apnea increases

the risk of heart disease, stroke,
diabetes, and daytime Fa‘f’igue.
Better sleep leads to better

health, productivity, and quality
of life.

g%g Distribution

What are your distribution
channels? Direct to consumer,
or via resellers, or?

e Direct-to-consumer via

website and mobile app.

* Partnerships with sleep clinics,
ENTs, and telehealth platforms.

o Future: Insurance-covered

channels and refail.

Capital Strategy

What source and structure of
capital will best align interests
between founders, employees,
shareholders, and investors?

One Sentence Description: A comfortable, effective sleep apnea device that fits around your neck.

Name: Deena Kumar

Landscape

This is a list of competitors and
alternatives. When a customer
looks at alternatives ways to solve
the problem your startup solves,
what will they see?

« CPAP machines
Oral appliances

Nasal EPAP devices
Positional ‘H’\erapy

Surgery

@ Link to a full visualization

Positioning

Within this landscape of
competitors and alternatives,
how is your venture positioned?
Our positioning can basically be
summed-up in two words: healthy,
and delicious.

Peri Seal is the most comfortable,
convenient, and discreet way fo

treat sleep apnea——designed for

real life, not Just the lab.

&?ﬂ Unfair Advantage

What unique advantage does
your startup have that may help
to defend from competitors?

» Patented technology
No mask, no hose, no noise
Designed by sleep experts
Strong clinical advisory board

First-mover in a new cafegory

ICP

What do you think your startup’s
Ideal Customer Profile will be?

Adults diagnosed with mild

to moderate obstructive
sleep apnea who struggle
with CPAP or want a more
comfortable, convenient

alternative.

(39 Link to a more personas.

@~ Trigger
What makes someone suddenly

be in the market for what your
startup provides?

Waking up tired. A partner
complains about snoring.
Doctor diagnosis. CPAP
intolerance. Health scare.
Desire to feel better and
pencorm at their best.

@ Top 3 Benefits

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

1. Comfortable: Wear it and \Corgef it

2. Effective: Improves sleep and

reduces apnea events.

. Convenient: Easy tfo use,

frave{—‘f:riend’y, no machine.




“So, what are you working on?”



Simple, clear, concise.



e Paul Graham &
\5_ @paulg

When you describe what your startup does, describe it
In the most matter of fact way possible. Professional

investors hate having to decode marketing-speak.

Describing your startup in grandiose terms is the mark
of a noob.

9:01 PM - Jul 29, 2022 - Twitter Web App




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

UberCab




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

AirBed&Breakfast

Book rooms with locals, rather than hotels.
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l| Nadi 12:53 pM
g Problem Statement:

Buyers and sellers depend on agents for access and coordination, paying tens of thousands in commissions for tasks that remain manual and poorly
optimized. On a $500,000 home, the seller loses up to $30,000 in agent fees — costs that get baked into the price the buyer pays too. And here's the thing:

the one part that actually protects both sides legally — verifying and closing the transaction — has always been handled by title companies, not agents.

_ Solution Statement:
I'm building a platform that removes the agent from the transaction while keeping every legal protection intact. It combines a home marketplace, remote
access technology (smart locks for self-guided tours), and built-in financial analysis tools. Every deal is closed through licensed title companies — the same
legal protection that already exists today. Sellers pay a flat fee instead of a 5-6% commission. Buyers get transparent data to make confident decisions on
their own.

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?

1t one-sentence

Q Bret 4.04 pm

%\" TacoBox is a subscription-based service delivering healthy meal kits (tacos!) for crowd-pleasing dinners at home.

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



Simple, clear, concise.
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Claude

| want to create an app for myself that will have the functionality of Calendly. |
want to be able to send someone a link, it connects to my Google calendar so

that they can see open slots and book a call (they should be able to choose
Zoom or Meet). It then gets added to my Google calendar and they get sent a

confirmation email. We can hang it off my domain, [bretwaters.com]

(http://bretwaters.com)




® O verce X +

C 23 vercel.com/bret-waters-projects

) ([0 BUS-217 [ Calendar [ BUS-219 [ Book Management

' Bret Waters' pr... Hobby All Projects T

Projects
Deployments Usage Projects

= Logs

e [ 2026 Trends

Overview

Last 30 days bretwaters-bookings
Analytics book bretwaters n

Flula Active CPU
Edge Requests
Function Invocations +

" Fuid Provisioned Mamor

@& con

. Environment Variables
Domains ~
Get alerted for anomalles

4 Integrations

& storage

Upgrade to Pro

Recent Previews

§€) Bretwaters

() metabret/bretwaters-bookinc X  +

€ C (B ¢

23 github.com/metabret/bretwaters-bookings

a8 ¢) [0 BUS-217 [3] Calendar

= o metabret / bretwaters-bookings &

<> code ( Issues I Pullrequests () Actions [ Projects

& bretwaters-bookings Private

¥ main ~ ¥ 1Branch © 0 Tags Q Gotofile +

Bret Waters initial commit 3c80158 - 16 hours ago

app initial commit

lib initial commit
(] .env.example initial commit
.gitignore initial commit
README.md initial commit
next-env.d.ts initial commit
next.config.mjs initial commit
package.json initial commit
postcss.config.js initial commit
] tailwind.config.ts initial commit

[ tsconfig.json initial commit

[ BUS-219 [ Book Management ¢ Google Drive [J Startup Resources

@ Security and quality

) metabret/bretwaters-booki_.

Initlal commit
May 10 on 49

mair

@ @ o

3 Missive [3J 2026 Trends

Q Type [7] to search

& Watch 0

O 1 Commit

16 hours ago
16 hours ago
16 hours ago
16 hours ago
16 hours ago
16 hours ago
16 hours ago
16 hours ago
16 hours ago
16 hours ago

16 hours ago

[~ Insights

@ o Vercel

> Ask Gemini

: C 25 console.
Relaunch to update :

@ [sus-217 [3]cCa
soogle Cloud H
P Goc gle Auth Platform / Ov

= oo
= oo

=

Branding
Audience

i Clients

= Data Access
Verification Center

Settings

¥ Ask Gemini

R v ®

Relaunch to update

v + | O N[

&2 Settings

¥7 Star 0

About
My own personal Calendly

& bretwaters-bookings.vercel.app

00 Readme
“Ar Activity
Yr O stars
® 0 watching

% 0 forks

Releases

No releases published

Create a new release

Deployments 1

@ Production 16 hours ago

Packages

No packages published

& Book a call with Bret Waters X +

C °s book.bretwaters.com/book

€ [ BuS-217 [3) Calendar [ BUS-219 [ Book Management

Book a call with Bret

F 4

o

w @ €@ U

Google Drive [ Startup Resources

30 minutes, on Google Meet. Times shown in your local time zone.

Pick a day
Mon, May 11 Tue, May 12

Wed, May 13 Thu, May 14

Fri, May 15 Sat, May 16
Mon, May 18 Tue, May 19
Wed, May 20 Thu, May 21
Fri, May 22 Sat, May 23
Mon, May 25 Tue, May 26
Wed, May 27 Thu, May 28
Fri, May 29 Sat, May 30

Mon, Jun 1 Tue, Jun 2

Wed, Jun 3 Thu, Jun 4 Fri, Jun 5

Sat, Jun 6 Mon, Jun 8

Pick a time

Your details

N TN
| | }

Tuesday, May 26, 9:00 AM

Confirm booking

@ @

[ Missive

» Ask Gemini

Relaunch to update

>
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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.



Hult Prize, -—
Germa

|

.'/

Ani Tovmasyan
Former BUS-217 Student



Economic Modeling.



“The point of a economic model is to

— a story about opportunity, resource
requirements, market forces, growth, milestone
achievements, and profits.”

— Guy Kawasaki



Income Statement (P&1;
balance Sheet

GAAP A<Countiixa Rules
repreciation Tabics
Medified Accelerated Cost Mcthod




The purpose of this:

e Understanding the levers for your particular venture.

e |nforming the capital strategy.

e Uncovering hidden insights.

e Understanding scaling dynamics for your particular venture.

e Communicating with investors and other stakeholders.



Our awesome class venture:




The Assumptions tab.

» Economic Model-TacoBox ¥ B &
- ' ' ) '
P:L File Edit View Insert Format Data Tools Extensions Help

Q o6 2 & F§ 10% ~ $ % 0 00 123

—h

w

i B C

Putting certain assumptions on one tab makes it easier for us to do "what if" scenerios on our assumptions.

Price for one TacoBox $50.00

Payroll Load 20% People cost us more than their salary, because of benefits, payroll tax, etc.
Credit Card Fee 3% What we have to pay the credit card companies.

+ = Summary v  Assumptions ~ CAC:LTV ~ G&A ~ Revenue ~ Marketing ~ Unit Economics ~ People ~ Setup Costs ~

- m'm =

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




The Setup Costs tab

Economic Model - TacoBox &
File Edit View Insert Format Data Tools Extensions Help

Q ©6 & & § 100% ~ $ % 0 00 123 | Arial

B19

These are non-recurring costs required to get our startup off the ground.

Initial Launch

Lawyer/Incorportation §2,500
Laptops $2,500
Lease Deposit $2,000
Website, branding, etc. $2,500
Books $250
CPA Consult $500
Fumntiture §1,500
Misc §1,500
Total $13,250

Summary ~  Assumptions ¥ CACILTV + G&A ~ Revenue ~ Marketing ~ Unit Economics v People + Setup Costs ~

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




The Unit Economics tab.

% Economic Model - TacoBox ¥ B &
| File Edit View Insert Format Data Tools Extensions Help

Q ©6 & & § 100% v~ $ % 0 00 123 Arial

w

Unit Economics

One Taco Feast Box

Sell Price $50.00

COGS (Cost of Goods Sold). $27.50 The cost of the ingredients in the box.
Credit Card Fee $1.50

Gross Profit per Box $21.00

Summary ~  Assumptions ¥ CACILTV + G&A > Revenue ~ Marketing ¥ Unit Economics + People ~ Setup Costs ~

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




The People tab.

a Economic Model - TacoBox ¥ <%

M File Edit View Insert Format Data Tools Extensions Help

Q o6 & & § 100% ~ $ % 0 00 123 Asap..

People

A B C D E F G H ! J

People are the most expansive part of any venture.

Salaried Employees
CEO 8500 §
Food Manager 7000 §
Marketing Manager
Technical Support Staff
Total Salaries 15500 S 15500 S

Contractors
Marketing Freelancer
Web Software Freelancer
UXDesigner

Contractor Totals

Tab Totals
Salariesin Period $15,500 $15,500 $15,500 $18,500 $18,500 $18,500 $22,000 $22,000 $22,000 $22,000 $22,000 $22,000
Salary Load fortaxes and benefits $3,100 $3,100 $3,100 §3,700 §3,700 $3,700 $4,400 $4,400 $4,400 $4,400 $4,400 $4,400
Contractorsin Period §1,700 $2,400 §2,400 §1,300 §1,300 §1,300 §1,300 §1,300 §1,300 §1,300 §1,300 §5,100
Total People Cost $20,300 $21,000 $21,000 $23,500 $23,500 $23,500 $27,700 $27,700 $27,700 $27,700 $27,700 $31,500

Summary ¥  Assumptions ~ CACLTV + G&A ~ Revenue ~ Marketing ~ Unit Economics ¥ People ~ Setup Costs ~

Humans are expensive.




The Marketing tab.

H

insert

QA © ¢ & § 100%

Sales & Marketing

p Economic Model - TacoBox

'

-
@ File Edit View

Format

w

w B &

Data

Tools

Extensions

Help

A
Sales & Marketing

Google Ads
Social Media Ads
SEO agency
Events

Misc Marketing

1$7.000

§5,000
$500
$500
$250

$8,000
$8,000
$500
$500
$250

$8,000

$8,000
$500
$500
$250

- $10,000

$10,000
$500
$500
$250

$10,000

$10,000
$500
$500
$250

$10,000

§10,000
§500
§500
§250

$10,000

$10,000
$500
$500
$250

$10,000

$10,000
$500
$500
$250

$10,000
$10,000
$500
$500
$750

Total Sales & Marketing

summary

Assumptions ~

CACILTV

-

G&A

w

$13,250

Revenue

$17,250

Marketing ~

$17,250

$21,250

Unit Economics

$21,250

People ~

$21,250

Setup Costs ~

$21,250

$21,250

$21,750




The General & Administrative (fixed overhead) tab.

B Economic Model - TacoBox & O
m File Edit View Insert Format Data Tools Extensions Help

QA ©6 & & F 100% ~ | $§ % O .00 123 Asap.. GD b v @B~ =2

General and Administrative

A

Generaland Administrative |.
The various "overhead" aspects of our venture.

Insurance
Utilities

Web hosting
Mobile Phone
Internet Access

Subscriptions

Rent

Professional services (CPA, attorney, etc)
Total SG&A

Summary ¥ Assumptions ¥ CACILTV ~ Revenue ~ Marketing ¥  Unit Economics ~ People ~ Setup Costs ~




The Revenue tab.

B Economic Model -TacoBox +# m & O
@ File FEdit View Insert Format Data Tools Extensions Help

[
R
(3

&N

©
5
Iy
4
(_
4
T
L)
P>
4
0

QA 66 2 & T 100% v~ $ % O 00 123 Aral v |—-|10]|+ | B I = M @ Y B~ =

B16 v

2 Forasubscription business, each month we get some new customers, and some churn.

4 NewCustomersin month, 10 | 20 | 100 | 50 700 | 900 1000 1200 135 1500 1700 4,000
5  ChurnRate 30% 30% 25% 25% 20% 20% 20% 15% 15% 15% 15%

&  Numberof Customers at month end. 5 24 116 587 1141 1,812 2,450 3,160 4,036 4,931 5891 9,007

7 Revenue $238 $1,116 $5,531 527,899 $54,174 $86,089 $116,371 $150,097 $191,707 $234,201 5279821 5427848

Summary >~  Assumptions ¥ CACILTV + G&A >~ Revenue > Marketing v Unit Economics v People » Setup Costs ~




The CAC<LTV tab

f‘\ Economic Model - TacoBox

== . ; .
B File Edit View Insert

Format

Q. Menus O ¢ a9 T 100%

w b &

Data

\

Tools

Exte

A

e

Custome ; it ( (CA C)

Marketing Spend (see tab).
New customers (see rev tab)
Customer Acquisition Cost

CAC is just simply total marketing spend in a period divided by n

Lifetime Value of a Customer (LTV)

Gross Profit on One Customer Month (see Unit Economics ~

Average Subsciption Length (months).
Lifetime Value of a Customer (LTV)

LTV/CAC Ratio

A ratio under 1 means it costs us more to get a customer than wi

Usually the goal is to get to a ratio of 3-5.

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

CACto LIV

$21,250

$21,250

$21,750

1,500
$14

$21.00
5
$105.00

7.41

1,700
$13

$21.00
5
$105.00

8.40

4,000
$5

$21.00
6
$126.00

23.17




The Summary tab.

TacoBox!

" Revenue $27.899 $54.174 $86,089 $116,371 $150,097 $191,707 $234,201 $279,821 $427 848
Cost of Goods Sold (see Unit Economics tab). $17,033 $33,075 $52,560 $71,048 $91,638 $117,042 $142,986 $170,838 $261,212
Gross Profit $33,529 $58,459 $108,983

SG&A
General and Administrative (see tab). §2,690 §2,690 $2,690 §2,840 §2,920 §2,920 $4,120 $4,120 $4,120 $4,120 $4,120 $4,120
Sales & Marketing (seetab). §1,600 §2,600 §5,100 $13,250 $17,250 $17,250 $21,250 $21,250 $21,250 $21,250 $21,250 $21,750
Total SG&A $4,290 §5,290 §7,790 $16,090 $20,170 $20,170 $25,370 $25,370 $25,370 $25,370 $25,370 $25,870

Net Operating Profit (loss) -54,198 -54,855 -85,636 -85,224 $929 $13,359 $19,954 $33,089 $49,295 $65,845 $83,613 $140,766

eh .

Setup Costs (see tab). $13,250
Running Cash Balance -$17,448 -$22,303 -$27,938 -$33,163 -$32,233 -$18,874 §1,080 $34,168 $83,463 $149,309 $232,922 $373,687




Creating an Economic Model for your venture:

e 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!

e 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.

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

e Don’t outsource this.
, 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 Glaude to build it for you.
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BUS-217 « WEEK S

Engineeran Economic Model

BUS-217 / Syllabus =~ Week5

THIS WEEK'S READING

"Your job [with an economic model] is to create a numerical
framework that complements and reinforces the vision
you've painted with words."

— GUY KAWASAKI

Startup success isn't about making pretty spreadsheets, but your venture will probably sink or swim
depending on whether the numbers work, so we'd better start the process of creating an economic

model for your venture long before operations actually begin.

In this chapter, | will walk you through the process of creating an economic model for your startup.
Note that | said economic model, not financial statements. Financial statements are backward-
looking documents detailing what happened last year for reporting and tax purposes. Right now, we
are creating a forward-looking model of how your venture's economics might look. We don't care
about GAAP accounting rules, depreciation tables, or accrual methods at this stage, so don't worry

your pretty little head about any of that right now.

I also tend to avoid saying “financial projections"” because, for a startup at this stage, revenue in year
three is really just a wild-ass guess, so calling it a "projection” is a bit laughable. In fact, none of the
numbers you come up with here will be right (especially for year three!), but you need a sense of the

underlying economics of your proposed venture.

I had a student once who refused to do any spreadsheets for his startup idea. He claimed that early-
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TacoBox Economic

@ Model
Google Sheets + Make a
copy

GOING DEEPER

Al for Week 5

@ Building your economic
model

VIDEO

Watch this week's lecture ¢
ADDITIONAL READING

Case Study: Tutorspree
Bret Waters + BUS-217
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economic model, a numbers-based story about how your venture will create, deliver, and capture

value for customers.

You'll find example economic models, spreadsheets, and other resources on thelaunchpath.com.

Every startup venture needs to eventually have a profitable economic engine. Once you get the

flywheel going, that engine will (hopefully) create more dollars than it consumes each year.

0 Economic Modeling Concepts

v Bret Waters

For Doordash,
one unit is one

Weteeard@dodibel er,

Economic Modeling Concepts

. QAA = Reennum ~ Netsurmg - Yrét toommmezy 0N

umans are expensive.

Building an Economic Model



BUS-217  Syllabus = Week5

THIS WEEK'S READING

"Your job [with an economic model] is to create a numerical

framework that complements and reinforces the vision
you've painted with words."

— GUY KAWASAKI

Startup success isn't about making pretty spreadsheets, but your venture will probably sink or swim
depending on whether the numbers work, so we'd better start the process of creating an economic

model for your venture long before operations actually begin.

In this chapter, | will walk you through the process of creating an economic model for your startup.
Note that | said economic model, not financial statements. Financial statements are backward-
looking documents detailing what happened last year for reporting and tax purposes. Right now, we
are creating a forward-looking model of how your venture's economics might look. We don't care
about GAAP accounting rules, depreciation tables, or accrual methods at this stage, so don't worry

your pretty little head about any of that right now.

I also tend to avoid saying "financial projections” because, for a startup at this stage, revenue in year
three is really just a wild-ass guess, so calling it a "projection” is a bit laughable. In fact, none of the
numbers you come up with here will be right (especially for year three!), but you need a sense of the

underlying economics of your proposed venture.

I had a student once who refused to do any spreadsheets for his startup idea. He claimed that early-
stage investors don't care about financials anymore, just as they don't care about formal business
plans these days. Good luck with that. Every investor | know wants to understand how a venture's
numbers might work out. Most importantly, they want to invest in an entrepreneur who has actually

spent some time thinking through the basic economics of their business model.

Yes, you need to build this yourself.

# MASTER SPREADSHEET

LECTURE SLIDES

Week 5 Slides
PDF - Download

TacoBox Economic
Model
Google Sheets + Make a
copy

GOING DEEPER

Al for Week 5

@ Building your economic
model

VIDEO

Watch this week's lecture ¢

ADDITIONAL READING

Case Study: Tutorspree

Bret Waters «+ BUS-217

Unit Economics

Bret Waters - BUS-217

CAC < LTV: One Equation to Rule Them
All

Bret Waters «+ BUS-217

Why Do Investors Care So Much About
ITV - CAC?




Create an 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 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 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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