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Forewords

The startup ecosystem in our country has grown leaps and bounds
over the last few years, with young and bold changemakers driving the
narrative of a new India. Today, India is at the forefront of technological
advancements, and starting up is not a distant reality anymore. As we
go forward, it is pertinent that the young get to learn everything about
building a business, the glory of it all while also understanding how to
deal with the problems that come your way. Here’s where Saurabh’s
book Startup Masterclass comes into the picture. Having known him
for years, which includes the time he spent working with Paytm, I
have seen him working closely with many young entrepreneurs and
guiding them along the way.

Startup Masterclass is a compelling book that will be a ready reckoner
for those who are dreaming of starting up and are leading the wave
of innovation in our country. Right from the definition of a start-up,
to defining a product market fix, straight down to calculating market
share, the book covers all aspects that need consideration. Here’s
hoping that this book helps many young entrepreneurs across the
country, solve one problem at a time.

- Vijay Shekhar Sharma
Founder and CEO, Paytm
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It's been over 5 years since I have known Saurabh, we worked and
did a few projects together. Beyond work, I have witnessed Saurabh’s
ability to mentor, coach, and collaborate with entrepreneurs, investors,
and even policymakers. He adeptly translates global concepts into an
Indian context, presenting them in visually backed, easy-to-understand
snippets. This was one of the reasons he led the Paytm - Build for
India initiative.

Startup Masterclass spans across the creators' journey answering
questions he may have, and offers stages, a structure, vocabulary,
theories, and examples in this book. Saurabh has brought in his
understanding of the pulse of the Indian market, consumers, and
digital trends to share with his readers. He has written about how these
trends are getting localised for the Indian context, and where founders
need to pay attention to these shifts, and where they can simply follow
the global rule books. Finally, the book also unveils a few concepts and
areas like types of intelligence, Equities/ ESOPs, Taxation, and more,
which Indian founders typically miss while planning their startup
journeys. Earlier, Saurabh encouraged many early founders through
offline sessions, and now the book would do the same or better.
Enabling him to reach and help the founders take the plunge, speed
up their pace, or build larger businesses.

- Bhushan Patil

Founder, Multiply Ventures (VC Firm)
Ex-President, Paytm

Ex-Director, Alibaba.com
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Preface

Over the last 6 years, I have attended lots of startup events as a speaker
and have met hundreds of startup entrepreneurs. I have observed that
most startup entrepreneurs do not know the formula for creating a
successful startup. Before joining Paytm as Vice President in 2018, as
a startup entrepreneur myself, I began searching for the formula to
build a successful startup. In 2015 when I visited San Francisco and
in parallel read the book — ‘The Lean Startup’, I realised that there is
a formula behind successful startups. Prior to that even after running
multiple startups for years I was sort of lost in this endless maze of
buzzwords and media hype around startups.

Since 2015, I have read more than 200 books to research the best
procedure for creating a winning startup. As luck would have it, one
of India’s most successful startup entrepreneurs, Mr Vijay Shekhar
Sharma, founder of Paytm (India’s highest-valued unicorn startup in
2020 and a big, listed company now) also gave me the opportunity to
work directly under him and learn from him. I also learned a lot from
people in the startup ecosystem with whom I had the good fortune
to meet while being a speaker at a large number of startup events in
India.

I realised the need to share my knowledge with entrepreneurs around
the world. If people who learn startup best practices do not share them
then the new entrepreneurs will not be able to learn them fast. They
will have to go through the long process of trial and error. Covid has
shown that we have to increase the pace of innovation. We need to
solve the problems of Earth before becoming an interplanetary species
one day.

Thus, I am sharing this knowledge because my grandfather used to say
that knowledge increases when you share it. I am giving you whatever
I learned related to startups. I do not want anything back. Just share
this knowledge wherever you can. Let us build for the world together.
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In this book we will be looking at the following aspects of starting a
startup through each chapter:

Chapter 1: Introduction to Startup Canvas- This chapter will give you
an introduction to the visual tool I have created for understanding
startup lifecycle. This tool is called ‘Startup Canvas’'.

Chapter 2: Product- Developing a successful product is one of the most
important goals of a startup. This chapter will give you an introduction
to the important concepts of product management.

Chapter 3: People- Great products can only be developed by recruiting
great talent in the startup. In this chapter we learn about the issues to
keep in mind while recruiting co-founders and core team members. We
also discuss things to keep in mind while scaling up the organisation.

Chapter 4: Purchasing Power- Any startup requires a lot of money and
resources to function. Thus, a startup needs to focus on increasing its
purchasing power. In this chapter we will learn about the bootstrapping
phase and getting funding from angel investors and venture capitalists.
We also learn about the steps in creating a great pitch deck and points
to keep in mind while signing a term sheet.

Chapter 5: Conclusion: When Should I Start a Startup - Starting a
startup is one of the most difficult decisions of any entrepreneur’s life.
In this chapter I try to explore the best time to start a startup.

As an entrepreneur, I have learned a lot over the years. Even in my role
as Vice President of Paytm I learned a lot from Vijay Shekhar Sharma
and his team. This book is a way of sharing those learnings with you
the reader. I hope you learn from this book and go on to create a world
changing startup.

Kup ksigzke


http://helion.pl/page354U~rt/e_41qt_ebook

Coloured Images

Please follow the link to download the
Coloured Images of the book:

https://rebrand.ly/8ms7q5u

We have code bundles from our rich catalogue of books and videos
available at https://github.com/bpbpublications. Check them out!

Errata

We take immense pride in our work at BPB Publications and follow
best practices to ensure the accuracy of our content to provide with an
indulging reading experience to our subscribers. Our readers are our
mirrors, and we use their inputs to reflect and improve upon human
errors, if any, that may have occurred during the publishing processes
involved. To let us maintain the quality and help us reach out to any
readers who might be having difficulties due to any unforeseen errors,
please write to us at :

errata@bpbonline.com

Your support, suggestions and feedbacks are highly appreciated by
the BPB Publications’ Family.

Did you know that BPB offers eBook versions of every book
published, with PDF and ePub files available? You can upgrade
to the eBook version at www.bpbonline.com and as a print book
customer, you are entitled to a discount on the eBook copy. Get in
touch with us at :

business@bpbonline.com for more details.

At www.bpbonline.com, you can also read a collection of free
technical articles, sign up for a range of free newsletters, and
receive exclusive discounts and offers on BPB books and eBooks.

Kup ksigzke


http://helion.pl/page354U~rt/e_41qt_ebook

xi

Piracy

If you come across any illegal copies of our works in any form
on the internet, we would be grateful if you would provide us
with the location address or website name. Please contact us at
business@bpbonline.com with a link to the material.

If you are interested in becoming an author

If there is a topic that you have expertise in, and you are
interested in either writing or contributing to a book, please
visit www.bpbonline.com. We have worked with thousands of
developers and tech professionals, just like you, to help them
share their insights with the global tech community. You can
make a general application, apply for a specific hot topic that we
are recruiting an author for, or submit your own idea.

Reviews

Please leave a review. Once you have read and used this book,
why not leave a review on the site that you purchased it from?
Potential readers can then see and use your unbiased opinion to
make purchase decisions. We at BPB can understand what you
think about our products, and our authors can see your feedback
on their book. Thank you!

For more information about BPB, please visit www.bpbonline.
com.

Kup ksigzke



http://helion.pl/page354U~rt/e_41qt_ebook

xii

Table of Contents

1. Introduction to Startup Canvas......... .1
INtroduction.........ccucuiiiiiiiicc 1
SEUCHUTE. ... 2
ODJECHIVES ..o 3
Who is an entrepreneur? ...........ccccvieieeinicinicininincnicsceeeaes 3
What is @ Startup?........cceceuecueiciniciniiciicieceeceecececeiaes 4
Value mountain...........ccoeeiiiiiniiiiice 6
3 goals of a startup ......ccccevevviviniciii 7
3 focus areas of startup founders...........cccccoeeiiiiiiiiiiinnn. 8

Product ... 9
PeOPIe.....coviiiiiiiii 9
Purchasing power............cccceeveveveieviinieeiiiiiisciceeecn, 9

3 stages of startup life cycle ........ccoovriiiiiiiiiic 10
SCATCH ..o 10
BUTIA ... 12
SCALE ...t 12
Startup CanvVas..........cccovveeieieieieiccc s 13
Product ..o 14
Problem Solution Fit...........cccooveeviiiineioiiceneiiiceisiesenns 14

Product Market Fit ........cccoovvivviieiniiiniiiiceeiiiicceieians 14

Growth Profit Fit.......cccccoviviiiiiiniiiiiiiiciiiiccciecn 14
People.........cococuviviiiiiiiiiiiiiii 14
Finding founders.........ccocoovveoiiviiiiiiiiieecce 15

Finding core team..........c.ccoovvveieieveeieiciieeieiecceeesecan 15
Building corporation ..., 15
Purchasing power.............cccvvevccciiiiiininieciccccisisisees 15
BOOtStYAPPING ...t 16

Getting Angel Investment ..., 16

Getting Venture Capital..........ccocovvivvvvviinnnciicnan, 16

Kup ksigzke


http://helion.pl/page354U~rt/e_41qt_ebook

Types of startups........ccoceveveivinicicicciiicc 16
‘Winner takes all” Startup..........ccccovevvvvvvnccciiiiiiiicccn, 17
Lifestyle StArtup...........cccoovveeeesieiciciicceeeeeeecn, 17
S0CIAL SEATEUP ..., 18
Corporate SLATEUP ......c.cveveveeiiiiiiiicieiciecc 18

CONCIUSION.....ooiiiiciciciii s 19

Key termS. ..o 19

2. Product... 21

INtroduction.........cccuiiiiiiiiiiiccc 21

SEUCHUTE....ciiiiiiic 22

ODbJECHIVES ... 23

Problem solution fit.........cccccooviiiiiiiiiiiccc 23

Which problem should you focus on?..........cccceceuvvicinuninnnne. 24
What should you love? ...........cccoevvvivvciciiiiiiiiciicccccn, 25
What you are g00d at?............cccovvvviiiiiiniiiniicciccea 25
What the world needs? .............cccocccvvciiiiiniciiiiiiccccn, 25
What can you be paid for?...........ccovvvvviviiiiiiicccieiciinnn, 27

Ingredients of a great startup solution...........cceevvvuevcueucncnce. 27

Scaling pattern ..o 29

Minimum Viable Product (MVP).....cccccooviveeivieiceeeeeeeeeenns 32

Introduction to Agile Project Management ..........ccccceuevennee 34

Introduction to SCRUM........cccocovviiimmniiiccccs 36

Key concepts.......covveivciniiiiiciiiiiiiciiiii, 36

Introduction to analytics .........ccceeieiviiiiniinniciicice, 39

Funmels........cooiiic 41

Product management.............cccccceiiiniiniicice 44

Market SiZe .......ccovuiiiiiiiiiiiiic 48

Technology adoption life cycle.........cccccviciviiiciiniciniiciciann. 50

Digital business models............cccccoviiiirniniiccc 51
AGS oo 52
SUDSCTIPHIONS .t 53
Paid downloads..............cccvvvviiiiiiiiiiiiiicc 53

Kup ksigzke


http://helion.pl/page354U~rt/e_41qt_ebook

xiv

Freemium. . ..o 53
E-COMMETCe ..ot 53
UDer for X..o.oviiiiiiiiiiiiciciciiiicicisccccc 54
What is product market fit? .........ccccocvieiiiiiiiiniiinicicicn, 54
High demand...........cccvvvviviiiiiiiiiciiicciiicccccceein 56
High customer retention ...........cccvvevivvciinccinniniiecn, 56
Positive unit eCOMOMICS .....covvveviivieieiieiiicieieiciecscee, 56
When should your startup pivot?..........ccceveceuvncnnecnncennes 57
Growth profit fit.........ccccviviiiiiiiiiciiiiccccs 59
Engines of growth for a startup........ccccceecuveviccivicincciccininn. 60
Viral engine of growth...........cccccovvvvvcuceiciniieiiiiiiccicseieins 60
Sticky engine of grOWth........cccvvcvvivcciniiiiiiiiieiicccin 61
Paid engine of growth............ccccvvvviviiiiiinniiciiiiicee, 61
Growth hacking .......cccoccuviiiiniciiccccecce 62
Profit ..o 64
CONCIUSION....cuviiiiiiiiiii s 66
3. People..... 67
INtroduction.........ccciiiiiiic 67
SHUCUTE. ..o 68
ODJECHIVES ...t 68
Qualities of a great founder ...........ccocovvreiiiniic 68
Head. ..., 69
INtelliQenCe ... 70

GrOwth MINASEL ..ot 71

GOALS ... 71

Heart ..o, 71
INEEQFIEY i 71
EMPALRY ..o 72

VAIUES ... 72

HAN ..o 72
EXPErience ........ccocvviviiviiiiiiiiiiiciicciccc 72

MOTEY vttt 72

Kup ksigzke


http://helion.pl/page354U~rt/e_41qt_ebook

NEEWOTK ..ot 73
Finding co-founders..........ccooevovviiicincinccccc 73
Co-founder: Legal aspects...........ccccoevvruririnininiiinincnccciciciene 74
COTe tRAM ...ttt 76
How to remunerate early startup employees.............cccucueee. 78
Office versus remote WOTK ... 81
Human resources: Legal aspects...........ccccoeeriiiiiinniniiicccnnns 82
Outsourcing versus internal development...........ccccoeuennnne 84
Building a corporation............c.cccoeevevnncnniinccc 85
CONCIUSION....coviiiiicici s 88

4. Purchasing Power . . . . 89
INtroduction.........ccucuciiiiiiiiccc 89
SEUCHUTE....ciiiiiic 90
ODJECHIVES ... 90
What is bootstrapping?..........ccccuceueeciririncinicinicininicsiciseeenes 91
Startup CFO.....cooiiiiiiiiiiiiceees 94

Company formation...........cceevveeenniciciiiieieieiseecccnans 95
INCOME EAX .o 95
Goods and Services Tax (GST).....cccocvvvereveneieiciiiicicicinn, 97
CONTACE LA ... 97
Intellectual property laws.............ccoevveeieiiiiiiieieieiiiiiciireinns 98
Law related to employees..............ccocevevvvviiinieecccciiininiiennnn, 98
Accounts and audit ............ccovvvviiiiiiiiiii 99
Introduction to incubators and accelerators.............cccccueueeee. 99
Introduction to angel investors ...........cccvvvviiiiiciiiiiinininns 101
Introduction to Venture Capitalists .........cccocovveiecccicininnnnn 105
How to contact investors..........cocoeiiiiiiiic 107
Managing cap table.........ccccoooviiiiiiiiiiiii 108
How to create a great pitch deck.......cccoovoeurvviiiviniccciniinnen. 109
ELe0ator PitCh ...c.covvevvivveiiiiiciiieiciceeicecteeesee e 110
PrObIem.........ccocuveciciiiiiiiiciciiccc 110
SOTUFION ..o 111

Kup ksigzke


http://helion.pl/page354U~rt/e_41qt_ebook

xvi

WRY 10W? .ot 111
DMATKEE oottt 111
Total Addressable Market (TAM) ......covvvevvevveieeiaieninn, 111
Serviceable Available Market (SAM) .....cocevvevueveeieieieean. 111
Serviceable Obtainable Market (SOM)......cccccvvvvrevrcnennee. 112

PFOAUCE .ottt 112
WY US? oottt 112
BUSTNESS MOACL ... 112
ANttt 113
FinancCials c......ccuvecveeeeiieseeeeesesieee et 113
DAL ..ottt 113
What is a '"term Sheet' ........cccocevevivirieieiereeeceeeee s 114
Legal details............cccooovoiviviinininiiiiiiiiiiiicccc 115

ENEY EeTMS vt 115

EXTE FOTIS ettt 117
Management terms ........ocovvevevveieeeeieeeiiieees 118
Investor 1ights ..o, 119

Should I take funding.........ccceoveeeeureneecureneeenniciereceeeeeeenene 119
What if Tail....cocveiieieiieicceeceeee s 121
CONCIUSION ..ottt ettt se e eneennens 122
5. Conclusion: When should I Start a Startup .........cceueueueuencucnnes 123
INAEX crtereeeeereerreeecneesneesteeeesseesaeeseesssessessasessessesssessasssassssassesen 125-130

Kup ksigzke


http://helion.pl/page354U~rt/e_41qt_ebook

CHAPTER 1

Introduction to
Startup Canvas

Introduction

After distilling all the knowledge, I gathered over the last many years,
I have created a visual tool to mentor budding startup founders. This
tool is called “Startup Canvas’. Startup Canvas aims to help you plan
your startup’s journey in such a way, that you create a winning startup.

Startups are incredibly complex, and they operate through an even
more complex environment, yet we can see that the actions and
decisions of winning entrepreneurs are never by chance or accidental.
They too, follow the best practices that they have learned. Learning
and following those practices is not possible for a new entrepreneur in
a short time but my aim is to provide a comfortable starting point to a
new entrepreneur so that he or she can start on the right path and learn
the appropriate things, with time.

Most startup entrepreneurs are like Abhimanyu (from the legendary
Indian epic Mahabharata). He knew how to go into battle but did not
know the correct way of coming out of it. I, in a way relate to Abhimanyu,
here. Reading 200+ books and working with Mr. Vijay Shekhar Sharma
in Paytm while also meeting lots of successful startup investors and
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founders, gave me access to the winning formula for growing a startup.
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Figure 1.1: Startup canvas
This book is called Startup Masterclass and it aims to mentor you, a

budding entrepreneur in your quest for building a successful startup.

To make you understand the startup lifecycle in detail, I have created a
tool called Startup Canvas. Itis intended to create an understanding of
the appropriate best practices at every stage of startup lifecycle.

Structure
This chapter covers the following topics:
e Who is an entrepreneur?
e Whatis a startup?
e Value mountain
e 3 goals of a startup
e 3 focus areas of startup founders
e 3 stages of startup life cycle
e Startup canvas

e Types of startups
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Objectives

This chapter will introduce you to terms like entrepreneur, startup and
value mountain. The chapter will also introduce you to the startup
lifecycle and Startup Canvas, a tool to understand the startup lifecycle.
The chapter will end with the introduction to various types of startups.

Who is an entrepreneur?

Entrepreneur is a buzzword these days. The media extensively covers
successful entrepreneurs like Elon Musk and Jeff Bezos and portrays
them as new-age gods. Many youngsters do not want to be job seekers
these days. They want to be entrepreneurs. Unfortunately, not many
understand the meaning of the word entrepreneur. Many do not
understand the difference between being an entrepreneur and a person
running a business.

Figure 1.2: Entrepreneur

We relate the word entrepreneur with high-tech startups and the
modern era. You would be surprised to learn that economists have
been studying this word for 300 years. Entrepreneur is in fact an old
French word which English borrowed.

Till some time ago, I understood an entrepreneur as an individual
who has an active role in founding a startup along with a tangible
ownership in that startup. John Doerr is one of the most legendary
investors in Silicon Valley and is also one of the earliest investors in
both Google and Amazon. According to him:

Entrepreneur is someone who does more than anyone thinks
possible with less than anyone thinks possible.
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This definition is one of the best definitions of the word Entrepreneur.
It made it clear that entrepreneurs can be anywhere. While we all
relate entrepreneurship with startups this definition makes it clear that
entrepreneurs can be outside of startups too. They do not need to be
running startups. A good example is Mukesh Ambani (the richest man
in India in 2020). He is the most iconic entrepreneur in India, yet he is
running an old company that has been in existence for many decades.

I personally believe that Artificial Intelligence (AI) and other
technologies will take over most of the existing jobs in the coming
decades. The only viable career option in the coming decades will
be entrepreneurship or intrapreneurship (working in the founding
team or senior position in a startup). Technology and changing digital
lifestyles will disrupt all existing businesses. Only entrepreneurs will
thrive in this disruption. Thus, the future belongs to the entrepreneurs.

What is a startup?

In the last 10 years startup is one of the fastest growing words in
popularity. Most people did not know about the word startup a decade
ago. Startups like Uber, Stripe and Paytm, etc., have made this word
famous. Government programs like Startup India have also increased
their popularity. Despite its huge popularity, no one seems to know the
exact meaning of the word startup.

Figure 1.3: What is a Startup?

Interestingly, people who work in big startups also do not know
whether they work in a corporation or a startup. When I joined Paytm
(which was India’s highest-valued startup in 2020) as Vice President
in 2018, I met a lady who was one of the earliest employees in the
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company. She asked me if Paytm was still a startup even though it had
thousands of employees. For her startups meant small fast-growing
companies.

Most people do not have clarity on what a startup is. Some people
believe that every small company is a startup. While some believe that
every new organization is a startup, others believe that all medium and
small businesses can be classified as startups. You may be surprised
to know that some believe freelancers to be startups, as well. Some
believe that startups are only about technology. Thus, there is a lot of
confusion on the meaning of the term startup among people.

Steve Blank, the author of The Startup Owner’s Manual and a global
startup mentor has provided the following definition of a startup:

A startup is a temporary organisation in search of a scalable,
repeatable, profitable business model.

He says in his book that startups are not the smaller versions of large
companies. Startups are different from big corporations. They want to
find a scalable, repeatable, and profitable business model. According
to Blank, they are temporary organizations. Either they grow big and
become corporations or they die. Thus, startups cannot always remain
a startup.

Steve’s definition is good, but it does not cover some bigger startups
who already have found a scalable, repeatable and profitable business
model but still are called startups by people in industry and media.

Also, Steve’s definition does not cover new ventures by existing
corporations even though they may be acting like startups. For
example, Reliance Jio in India disrupted the telecom industry in India
even though it was the last entrant in the industry. Reliance is one of
the biggest private sector companies in India (in 2023) but its telecom
venture Jio acted like a startup and dislodged the incumbents.

I personally like the definition provided by Eric Ries, the author of The
Lean Startup:

A startup is a human institution designed to deliver a new
product or service under conditions of extreme uncertainty.

Eric’s definition is agnostic to the size of a startup. It is also agnostic
to the lifecycle stage of a startup. He simply focuses on delivering a
new product or a service under the conditions of extreme uncertainty.
If we take Eric’s definition, we will be able to justify Uber, Paytm
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