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RESUMO

Os empreendedores podem fornecer inovação em escala e alterar o curso da hu-
manidade. Porém, de acordo com pesquisa divulgada pela CBInsights [1], 35% das falhas
de startups analisadas reportaram ausência de necessidade de mercado para sua solução,
enquanto apenas 8% apresentaram produtos de baixa qualidade. Dessa forma, é ńıtido
que, no presente momento da história, desenvolver um produto ou serviço de qualidade
pode ser mais fácil do que garantir que as pessoas o queiram.

Portanto, o objetivo do projeto é propor um método de desenvolvimento de startups
capaz de maximizar a probabilidade de fazer algo que as pessoas desejam, distribúı-lo em
larga escala e obter retornos financeiros.

Desde Agosto de 2019, o estudo de múltiplos livros, artigos, cursos e v́ıdeos, combi-
nados à prática do empreendedorismo, possibilitaram o desenvolvimento do método pro-
posto. Nesse peŕıodo, comecei a desenvolver minha própria startup, denominada Umatch,
a qual expandiu rapidamente pelo Brasil e, em Novembro de 2022, superou a marca de
200 mil usuários. Apenas na Universidade de São Paulo, onde foi lançada, mais de 16.000
alunos já utilizaram seu produto.

Como resultado, produziu-se o Método do Empreendedor Cient́ıfico. Nesse, enten-
demos o empreendedor como um cientista que busca validar a hipótese principal para a
criação de uma startup: a existência de uma Tŕıade Empresarial capaz de atender em
escala determinada demanda de mercado. Utiliza-se o método cient́ıfico, ou seja, ob-
servação, razão e teste, para desenvolver um Produto, um Modelo de Negócio e uma
Distribuição que se encaixem com o Mercado e entre si de forma lucrativa.

O método pode ser aplicado por qualquer empreendedor que deseja desenvolver um
novo produto para a sociedade e distribúı-lo em escala.

Palavras-Chave – empreendedorismo, startup, modelo de negócio, tŕıade empresarial,
produto, distribuição, growth marketing, desenvolvimento de produto, método cient́ıfico.



ABSTRACT

Entrepreneurs can deliver innovation at scale and alter the course of humanity. How-
ever, according to research released by CBInsights [1], 35% of the failures of startups
analyzed reported a lack of market need for their solution, while only 8% presented low-
quality products. Thus, it is clear that, at this moment in history, developing a quality
product or service can be easier than ensuring that people want it.

Therefore, the thesis’s objective is to propose a method of developing startups capable
of maximizing the probability of making something people want, distributing it on a large
scale, and obtaining financial returns.

Since August 2019, the study of multiple books, articles, courses, and videos, combined
with the practice of entrepreneurship, have enabled the development of the proposed
method. During this period, I started to develop my startup, called Umatch, which
quickly expanded throughout Brazil and, in November 2022, surpassed the mark of 200
thousand users. In addition, we released it at the University of São Paulo, and more than
16,000 students from this university have already used the product.

As a result, I developed the Scientific Entrepreneur Method. In this, we understand
the entrepreneur as a scientist who seeks to validate the central hypothesis for creating a
startup: the existence of a Business Triad capable of meeting a specific market demand
on a scale. Then, the scientific method - observation, reason, and testing - is used to
develop a Product, a Business Model, and a Distribution that profitably fit the Market
and each other.

Any entrepreneur who wants to develop a new product for society and distribute it
at scale can apply the method.

Keywords – entrepreneurship, startup, business model, business triad, product, distri-
bution, growth marketing, product development, scientific method.
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1 INTRODUCTION: WHY THIS IS

IMPORTANT

Entrepreneurs can provide innovation and generate jobs. However, whether this in-

novation, as a product or Service, can benefit humankind depends on multiple factors

determining a new endeavor’s success or failure. By analyzing the failure of 111 startups

since 2018, CBInsights published research in August 2021 naming the top twelve reasons

startups fail. Exhibit 1 displays the results of this research, which adds up to more than

100% because, typically, there’s more than one reason for a startup failure.

Figure 1: Top 12 reasons startups fail

Source: Study published by Statista [2].
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By analyzing 1, it’s clear that the second most common reason for a startup failure is

”No market need,” which was present in 35% of the losses. On the other hand, when we

analyze the product quality, we see that a ”Poor product” was present in only 8% of all

the startup failures studied. This comparison evidences a clear conclusion: most startup

failures analyzed produced great products nobody wanted. Therefore, the dedication of

time and effort to perfecting a process capable of maximizing the chances of making

something people want in the first place seems worthwhile. As a result, this thesis aims

to produce an entrepreneurship framework based on applying the scientific method to

startup building and evidence of how my team and I used it to build Umatch and acquire

hundreds of thousands of users.



PART II

CONCEPTUAL FOUNDATIONS
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2 CONCEPTUAL FOUNDATIONS

The present section aims to explain the conceptual foundations that are elementary

to understanding the Scientific Entrepreneur method application.

2.1 How to talk to users

One of the most important skills an entrepreneur must excel at is talking to users. As

you will further see, it’s core to validate the idea and the prototype and to iterate it. Rob

Fitzpatrick wrote a great book about how to do it [3]. He describes three fundamental

concepts on it:

1. Talk about their life instead of your idea;

2. Ask about specifics in the past instead of generics or opinions about the future;

3. Talk less and listen more.

These three fundamental concepts are vital to validating whether the questions pro-

duced to ask users will be capable of producing excellent results. Furthermore, it’s also

essential to avoid three types of insufficient data:

1. Compliments;

2. Fluff (generics, hypotheticals, and the future);

3. Ideas.

Sometimes we invite insufficient data ourselves by asking the wrong questions. For

example, it could happen because you got excited and started pitching because you had

to discuss your idea and explain the reason for the meeting [3].



14

These things happen. Once you start to notice, it’s easy to get back on track by

deflecting compliments, anchoring fluff, and digging beneath ideas.

Another great tip is to pre-plan the three most important things you want to learn

from any given type of person.

Pre-planning your big questions makes it much easier to ask questions that pass the

three fundamental concepts presented and aren’t biasing. It also makes it easier to face

the questions that hurt. If we go through an unplanned conversation, we tend to focus

on trivial stuff, which keeps the conversation comfortable.

It’s worth reading the entire book, but the fundamentals presented here can help you

go a long way.

2.2 MVP: Minimal Viable Product

The term Minimum Viable Product (MVP) was coined and defined in 2001 by Frank

Robinson and then popularized by Steve Blank and Eric Ries [4]. A minimum viable

product (MVP) is a product’s version with just enough features to be usable by early

customers, who can then provide feedback for future product development.

It’s essential to notice that an MVP is not part of a product. Instead, it is a com-

plete product because it can deliver a particular desired value for a customer.

Therefore, you first decide what value you want to test. Then, you develop a minimum

viable product, the minimum product you need to produce to deliver the refereed value

and then measure the results to learn whether you confirmed the value hypothesis.

A focus on releasing an MVP means you avoid lengthy and (possibly) unnecessary

work. Instead, you’ll iterate on working versions and respond to feedback, challenging

and validating assumptions about a product’s requirements.

We can distinguish between two types of MVPs:

1. Soft MVPs;

2. Hard MVPs.

Soft MVPs are the case when you can create a simplified version of your product and

release it in a matter of months. On the other hand, Hard MVPs are the ones where you

cannot produce this simplified version of your product in a matter of months. In such
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cases, entrepreneurs need to be creative about validating their core value hypothesis, like

creating a website that explains what they do and selling pre-ordered items, for example.



PART III

THE METHOD
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3 THE SCIENTIFIC ENTREPRENEUR

METHOD

The current section explains why the entrepreneur is a scientist and the method

proposed by this thesis.

3.1 Why the Entrepreneur is a Scientist

Before understanding an entrepreneur as a scientist, one must first understand what

an entrepreneur and a scientist are.

An entrepreneur is an individual who creates a new business, bearing most of the

risks and enjoying most of the rewards [5]. On the other hand, according to the Science

Council, a scientist is a person that systematically gathers and uses research and evidence

to make hypotheses and test them to gain and share understanding and knowledge [6].

Therefore, stating that an entrepreneur is a scientist means that a company founder

should face some hypothesis, use discovered evidence to validate it, and produce knowl-

edge to succeed. So, the question then becomes: what is the assumption faced by all

entrepreneurs, so they must use evidence to validate or refute it to create a thriving

business? The present section aims to answer this question. The first step is to take

a first-principles approach and state what is mandatory for any business to exist: The

Business Triad.

3.1.1 The Business Triad

At CalTech, Richard Feynman told his students that if some cataclysm destroyed

all the scientific knowledge, the one sentence we could pass on to the next generations

of creatures that would contain the most information in the fewest words would be the

atomic hypothesis [7]. This hypothesis, or arguably a fact, states that all things are made

of atoms - little particles that move around in perpetual motion, attracting each other
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when they are a little distance apart, but repelling upon being squeezed into one another.

In that one sentence, he said there is enormous amount of information about the world if

just a little imagination and thinking are applied.

We can apply this same kind of first-principles thinking to a company. In that case,

a paying customer is the only necessary and sufficient condition for a business [8]. With

just a little imagination and thinking applied, this statement has enormous information.

A paying customer demands four things to exist:

1. A customer with enough money;

2. Something that delivers a value the customer is willing to pay for;

3. A way to capture some of the value created as payment(s) from the customer;

4. A channel through which the customer discovers the thing.

Note that without these four elements, there’s no paying customer. First, the trans-

action ceases if we remove the customer with enough money. Second, if the thing he is

paying for doesn’t exist, he won’t settle for anything. Third, there’s no payment to the

company without a way of capturing part of the value. Finally, the thing needs to be

discovered by the customer; otherwise, he doesn’t know about its existence. With the four

cited elements, however, a paying customer exists. A step further, we must generalize the

four elements so it can repeatedly happen to enable multiple customers. Therefore, four

things must exist so numerous customers are paying for the same thing:

1. Market: a set of customers willing to pay for the Product or Service;

2. Product or service: is the repeatable something that each customer is paying for;

3. Business Model: a framework by which you extract from your customers some

portion of the value your product creates for them [8];

4. Distribution: it’s the set of channels by which the business distributes its product

to the customer.

However, generally, the Market is not in control of the company, so it must design

three things to become a business: Product or Service, Business Model, and Distribution.

Indeed, the design of these three things, in the right balance - as I will further explain -

are so crucial that they are the building blocks of what Marc Andreessen, the co-founder
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of Netscape, defined as ”the only thing that matters” to a startup: product/market fit.

He describes it as being in a good market with a product that can satisfy that Market

and further explains: ”The customers are buying the product just as fast as you can make

it - or usage is growing just as fast as you can add more servers. Money from customers

is piling up in your company checking account.” [9]

Therefore, note the three underlying things happening in his definition:

• ”The customers are buying the product”: the product created by the company

satisfied the market need;

• ”Usage is growing just as fast as you can add more servers”: a lot of people

are getting to know about the product, so it got Distribution right;

• ”Money from customers is piling up”: there’s a form of getting financial returns

from the value created by the product. In other words, there’s a Business Model.

Another famous American entrepreneur, Drew Houston, co-founder and CEO of Drop-

Box, put it in other words: You have to be good at building a product, then you have to

be just as good at getting users, then you have to be just as good at building a business

model. If you’re missing any of the links in the chain, the whole chain is broken. [10]

To recap, we started from a simple business ”atom” - a paying customer - and with

some creativity and real-world evidence, we reached the business framework that enables

the company to capture these atoms in scale: the triad Product-Distribution-Business

Model. Or, as I propose: The Business Triad.

Figure 2: The Business Triad and the market it serves

Source: Author’s compilation.
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Therefore, an entrepreneur will use evidence to validate his central hypothesis: the

fit of a particular Business Triad to a specific Market. Nevertheless, the difficulty and

uncertainty associated with discovering the right Business Triad for a particular Market

vary profoundly between two types of Entrepreneurship: Small and Medium Enterprise

(SME) Entrepreneurship and Innovation-Driven Enterprise (IDE) Entrepreneurship.

3.1.2 Two Types of Entrepreneurship

There are two main types of entrepreneurship: Small and Medium Enterprise (SME)

Entrepreneurship and Innovation-Driven Enterprise (IDE) Entrepreneurship.

Small and Medium Enterprise (SME) is the type of business that likely one person

started to serve a local market and grew to be a small or medium-sized business that

benefits this regional Market. It is most often closely held, likely a family business, where

close control of a small business is essential. The business ”rewards” for these founders are

primarily in the form of personal independence and cash flow from the company. These

businesses generally do not need to raise as much money, so when investors inject capital

into these businesses, the resultant increase in revenue and jobs created is relatively rapid.

The key distinguishing factor is their focus on local markets. [8]

On the other hand, Innovation-driven enterprise (IDE) entrepreneurship is the riskier

and more ambitious of the two. IDE entrepreneurs aspire to serve markets that go well

beyond the local Market. They are looking to sell their offering at a global or regional

level. These entrepreneurs usually work in teams where they build their business off some

technology, process, business model, or other innovation that will give them a significant

competitive advantage compared to existing companies. They are interested in creating

wealth more than they are interested in controlling, and they often have to sell equity in

their company to support their ambitious growth plans. While they are often slower to

start, IDE entrepreneurs tend to have more impressive exponential growth when they get

customer traction. Growth is what they seek. It’s more of a ”go big or go home.” They

must become big and fast-growing to serve global markets to achieve their ambitions. [8]
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Figure 3: The two types of entrepreneurship

Source: Produced by Bill Aulet and Fiona Murray [8]

The IDE company is what we currently know as a startup. Paul Graham, a founder

of Y Combinator, the biggest startup accelerator in the world, defined a startup as ” a

company designed to grow fast [11].” As he states, some of the newly founded companies

are startups. However, most are service businesses — restaurants, barbershops, plumbers,

etc. In other words, Small and Medium Enterprises.

Because Startups (i.e., IDEs) seed to snowball, they need to make something that a

significant market wants to pay for and serve all those customers, which is intrinsically

different from coming up with an idea for an SME. Because SMEs serve local Markets, that

geographic constraint helps define your company and protects you from the competition.

For example, opening a Barber in a specific neighborhood is a good enough idea to start
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a small business.

Nevertheless, someone may have to think of something novel to start a startup be-

cause a significant competitive advantage is necessary to sustain the company on a global

market. And, as Paul Graham states, ”ideas of that type are so valuable that all the

obvious ones are already taken [11].” Because of this, you are building a Startup is

like deciding to be a research scientist. You’re committing to try to discover

a Business Triad that no one knew before, and, like any scientist, you may

find it or not. Therefore, this thesis’s focus is to present a way of applying the scientific

method to Startup building to maximize the chances of building something people want.

3.2 The Method

Once you already understand the entrepreneur as a scientist and what he is trying to

discover, the next step is to define the Scientific Entrepreneur Method proposed by the

present thesis and how to apply it to build a startup.

As Richard Feynman said in his lessons, ”the principle of science, the definition,

almost, is the following: The test of all knowledge is experiment. [7]” Therefore, as a

scientific entrepreneur, the rule underlying the present method is to follow the principle

of science: to not take things for granted because the only test of knowledge is

an experiment.

Further, the Scientific Entrepreneur method involves dividing a startup journey into

three main phases and applying the Scientific method - observation, reason, and exper-

iment [12] - towards its life cycle to discover and iterate its Business Triads, i.e., the

Business Triad of each product. Every new product the startup launches will need a

business triad for itself, so it’s a continuous cycle. The entrepreneur is a scientist.

3.2.1 The Three Phases of a startup

At the beginning of a startup, resources are scarce. Therefore, focusing on the right

things can make the difference between life and death for your company. Each phase

defines the main focus of the entrepreneur/founder/CEO, so he can minimize the input

and maximize the output. The three phases are:

1. Business Triad Search;
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2. Company Building;

3. New products.

Figure 4: The three phases of a startup

Source: Author’s compilation.

The following subsections present each phase in detail and some frameworks one can

use.

3.2.2 Phase 1: Business Triad Search

As already mentioned, the hypothesis the startup early team must validate is a Busi-

ness Triad for a specific market. To do so, we’ll utilize observation, reason, and exper-

iment, which, as Richard Feynman said in his Introduction to Physics lessons, make up

what we call the scientific method [12].
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3.2.2.1 Idea, Team Money

The first step is to observe how things work today, that is, how people already solve

specific problems and the existing ones in a particular area through market research, to

then reason about and generate a hypothesis, i.e., startup ideas. Therefore, you should

start with the problem to generate your startup idea, which is a hypothesis of why your

company could snowball. Furthermore, it’s a great tool to begin by evaluating the argu-

ment for significant indicators that it’s possible to find a Business Triad while pursuing

this idea or that, at least, it is worth pursuing.

A Startup Idea is composed of three parts [11]:

• Problem: the initial conditions that would allow this company to overgrow;

• Solution: the experiment that you’ll run in these conditions to snowball;

• Insight: the initial explanation of why the investigation will be successful.

The counterintuitive part is that you should start with something other than the

solution. If you start with the solution, you’ll need to find a problem to fit it. However,

a startup solution typically needs to morph and transform itself until it can solve the

Problem.

While answering an insult he received during a presentation, Steve Jobs stated that

difficulty when he said, ”You gotta start with the customer experience and work backward

to the technology. You can’t start with the technology and try to figure out where you

will try to sell it...” [13]. Y Combinator puts it in other words and calls it a ”Solution in

Search of a Problem [14].”

Therefore, it’s good advice to start with the Problem and then develop a solution

hypothesis that you’re going to test that, if validated, can become the first product or

service delivered by your startup.

Furthermore, an excellent framework for evaluating the Problem is to answer the

following questions [14]:

• Is the problem Popular? Do more than a million people face it?

• Is the number of people facing the problem growing?

• Is this problem urgent? That means does it need to be solved right now?
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• Is the problem expensive to solve?

• Is it mandatory for people to solve this problem?

• Do people frequently face this problem?

To answer this question, the entrepreneur must do one of his most important activities

during this phase: talk to users. As already presented in this thesis, you want to follow

three main fundamentals when doing so:

• Talk bout their life, not your idea;

• Talk specifics, not hypotheticals;

• Listen more, talk less.

With these three great tips in mind, here are also five great questions you can ask to

gather data about the problem and the explanations of why they are great:

• What’s the most challenging part about [doing this thing]?

Tests if the user has pain;

Tests if they try to solve in their life;

• Tell me about the last time you encountered that problem.

Extract context about the circumstances in which they faced the problem.

• Why was that hard?

• Why was that circumstance that was difficult? The specificities;

You understand how to market your product (the user buys the why, not the

how).

• What, if anything, have you done to try to solve the problem?

• Are users searching for a solution?

• Who are your competitors?

• What don’t you love about the solutions you’ve already tried?
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For more than an idea, an entrepreneur should also put together a team to pursue the

endeavor. A great way of thinking about the founding team is to follow the 3H Personality

Theory:

• Hustler: A hustler is a chief salesman who moves the idea forward by driving

business sales. The go-to businessman that generates leads makes deals and gets it

all done. They know how to face rejections, who to sell the products to, and what

will keep the business ticking over;

• Hacker: The Hacker is the one who develops the new technology for the business,

builds new product prototypes, and works on product development. Also known

as the back-end, front-end, or even full-stack developer, the hacker can create algo-

rithms, build intellectual properties and develop new customer technologies;

• Hipster: The hipster makes the products look market-ready. Designer and creative

genius behind the products, which develops product design while being true to

the brand for delivering a satisfactory customer experience. The hipster makes

the products look market-ready. The hipster makes sure the product details are

authentic and marketable;

These three personality trait defines what Frank Noiyrigat and Marc Nager called an

MVT (Minimum Viable Team) [15].

Finally, it’s also crucial to have money to invest in the endeavor. There are three

primary sources of funding for startups [16]:

• Friends and Family: Though you may be reluctant to ask people close to you

for money, keep an open mind about it. It’s usually the easiest way to obtain cash

at first. In the majority of start-ups, these individuals provide at least part of the

initial funding;

• Angel Investors: Angel investors are a varied group, though many angels are

successful business executives and entrepreneurs who have started and run their

own companies. Some are dabblers, making infrequent investments, while others

are full-time investors and may invest in a dozen or more enterprises annually.

More selective than friends and family, angel investors will do more analysis before

committing funds. They usually invest in the early stages of a venture, and they also

tend to negotiate terms that will meet their requirements. You will usually need a
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prototype or minimum viable product to entice angels. Angels don’tdon’t invest as

a fund (the way venture capitalists do); they are generally relatively flexible about

their investment time horizon and how you run and evolve the company. Another

benefit is that many angel investors can add value by providing advice or mentoring;

• Venture Capital: venture capital funds are beneficial in Phase 2: Company Build-

ing (as we will see further along). Scaling a company requires people, processes, and

money. However, a disclaimer: raising venture capital is usually challenging, so it

may only be suitable for some startups. Furthermore, the second step is to under-

stand how to launch your minimum viable product.

3.2.2.2 Launch

After observing and reasoning, it’s time to experiment. This moment is when the

Minimum Viable Product comes into place, which is the first thing you want to give your

customers to see if you can deliver any value. Understanding the problem is beneficial

when building an MVP, so please talk to your users before making your product.

The goal is to launch fast and then iterate. In most cases, a lean MVP will have the

following characteristics [17]:

• Very fast to build (weeks, not months);

• Minimal functionality (condense down what your initial user needs. A small set of

users, and their highest-order problems);

• Appeal to a small set of users;

• Base to iterate from (it’s not unique, you have to start).

For an example, let’s look at how the company Airbnb first released its product:
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Figure 5: Airbnb early days website

Source: Author’s compilation.

By the time Airbnb released the product seen above, there were no payment systems

on the website, no map view, and a part-time Chief Technology Officer (CTO) working

on it [17]. That example shows how simple your first product can be.

The second step is to launch your MVP. To do so, Y Combinator lists good ways to

do so [18]:

• Silent launch: release in silence. A form of doing so is to have a domain name, a

company name, a short description of your startup, a contact, and a call to action;

• Friends and family launch: once you have an MVP, you can release it to Friends

and Family as soon as possible. However, stay in this place for a short time. Your

family and friends may be different from the ideal customer you are targeting. Watch

them use it and ask for feedback;

• Stranger launch: go to a place where you can find strangers to show your product

to and deliver your value;
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• Online community;

• Request access launch: you make people request access to the product;

• Social media/blogger;

• Pre-order;

• New feature/product launch;

• Press.

Furthermore, it’s important not to think about your release as a one-time event that

needs to go perfectly [18]. For example, you probably need to find out when Google was

released. Therefore, release faster and iterate. As a scientist, you need to experiment.

Another important step before releasing your product is to identify your beachhead

market - the first market you will conquer. Seven questions can help you define it [8].

1. Is the target customer well-funded?

2. Is the target customer readily accessible to your sales force?

3. Does the target customer have a compelling reason to buy?

4. Can you today, with the help of partners, deliver a full product?

5. Is there entrenched competition that could block you?

6. If you win this segment, can you leverage it to enter additional segments?

7. Is the market consistent with the team’s values, passions, and goals?

Lastly, defining your Key Performance Indicators (KPIs) before releasing the MVP

can help evaluate your success. As Peter Drucker famously said, ”If you can’t measure

it, you can’t manage it.” And as a scientist, you need to evaluate the results of your

experiment so you can know if it validated your hypothesis.

The first metric to define is your primary metric, which will be your North Star.

This metric should be the best indicator of the long-term success of your company. The

following four questions can help you evaluate and decide on this metric [19]:

• Represents delivery of real value?
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• Captures recurring value?

• Lagging indicator?

• Usable feedback mechanism?

Nevertheless, there’re two best primary metrics [19]:

• Revenue (this is the best one);

• Active users.

An Active User will need to perform a specific action within a certain time frame to be

active. Both will depend on your business, so learning about the user’s crucial activities

and usage time frames for your product segment may help.

After defining your primary metric, it’s time to set three to five secondary metrics.

Again, this will depend on your product and business model, as we will further see, so

it’s crucial to learn about your segment. Here is a list of Secondary metrics to help you

out [19]:

• Retention;

• Revenue Churn;

• CAC;

• Payback period;

• NPS;

• Email conversion;

• Organic vs. paid users;

• Referral rate;

• Contribution margin;

• Gross margin;

• GMV;

• ACV;
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• TCV;

• Burn rate.

This is just a list, and there are a ton of metrics. However, setting your primary

metric is crucial because your goal is to grow it weekly. Further, set a growth rate target

for your primary metric and strive to reach it every week.

With an MVP, a release method, and metrics to indicate its success, it’s time to

release it! After you do, you’ll need to iterate and design your business triad. Product,

Distribution, and Business Model will work together to constitute your Business Triad for

a specific Market. Therefore, it’s essential to understand that you’ll need to revisit the

other two if a change occurs in any of your Business Triad’s three elements.

To develop your triad and then constantly evaluate and iterate it, you’ll need pro-

cesses:

• Product development;

• Distribution development;

• Business Model development.

For each element of the triad, you’ll also need a way to validate if it fits with the other

two and the market.

3.2.2.3 Product, Distribution, and Business Model development

The product is the business starting point. As Elon Musk, CEO of SpaceX and Tesla

Motors, said, ”The most important thing an entrepreneur can do is focus on making a

great product or service. The only way to do so is by learning from the feedback loop

of the market and constantly adjusting behavior” [16]. Therefore, it’s time to iterate as

a scientist after you release your product. At this point, the scientific method will break

down as follows:

• Observation:

Observe how the customer is using your product in Interviews;

Ask questions to your customers to gather information;

Analyze the results of your qualitative and quantitative tests;
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Document your learnings and opportunities.

• Reasoning:

Raise new hypothesis;

Think about tests to validate or refute it;

Define metrics.

• Experiment:

Build your experiment;

Run your experiment.

This process will repeatedly happen in your product, distribution, and business model

development.

After you’ve started with your product, it will need to evolve to fit your market needs,

distribution channels, and business model. However, because the number of possible dis-

tribution channels and business models tends to be lower than the number of potential

product iterations, matching the product to your user needs should be your ground start-

ing. Therefore, we can draw a sequence of fits that we’ll need to achieve:

1. Product Fits Market: The product satisfies market needs, and we can see a

stabilized retention curve as seen in the Figure 6;

2. Distribution Fits Market and Product Adjusts to it: A particular distribu-

tion channel can diffuse the product in this market, and the product adjusts itself

to the channel;

3. Business Model fits all:

Distribution: A particular business model can generate enough revenue so

that the income earned by each customer during its lifetime is at least three times

the cost of acquiring this customer through the discovered channel [8];

Market: The market can and has the will to pay for the needed amount;

Product: The product technically implements the business model.
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Figure 6: How to measure the fit between product and market

Source: Brian Balfour Article [20]

After these three fits, your Business Triad will be up and running! To help out, here

is a list of possible distribution channels and business models.

Distribution Channels List according to the book Traction [21]:

• Targeting Blogs: Popular startups like Codecademy, Mint, and Reddit all started

by targeting blogs;

• Publicity (PR): Publicity is the art of getting your name out via traditional media

outlets like newspapers, magazines, and TV;

• Unconventional PR: Unconventional PR involves doing something exceptional,

like publicity stunts to draw media attention. This channel can also work by re-

peatedly going above and beyond for your customers;

• Search Engine Marketing (SEM): Search engine marketing (SEM) allows com-

panies to advertise to consumers searching on Google and other search engines;

• Social and Display Ads: Ads on popular sites like Reddit, YouTube, Facebook,
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Twitter, and hundreds of other niche sites can be a robust and scalable way to reach

new customers;

• Offline Ads: Offline ads include TV spots, radio commercials, billboards, infomer-

cials, newspaper and magazine ads, as well as flyers and other local advertisements.

These ads reach demographics that are harder to target online, like seniors, less

tech-savvy consumers, and commuters. Only some startups use this channel, so

there’s less competition for many of these audiences;

• Search Engine Optimization (SEO): Search engine optimization (SEO) is en-

suring your Website shows up for key search results;

• Content Marketing: Many startups have blogs. However, only some use their

blogs to get traction;

• Email Marketing: Email marketing is one of the best ways to convert prospects

while retaining and monetizing existing customers;

• Engineering as Marketing: Using engineering resources to acquire customers is

a significantly underutilized way to get traction. Successful companies have built

microsites, developed widgets, and created free tools that drive thousands of monthly

leads;

• Viral Marketing: Viral marketing grows your customer base by encouraging cus-

tomers to refer other customers;

• Business Development (BD): Business development (BD) creates strategic re-

lationships that benefit your startup and your partner;

• Sales: Sales primarily focuses on creating processes to exchange products for dollars

directly;

• Affiliate Programs: Companies like HostGator, GoDaddy, and Sprout Social have

robust affiliate programs that have allowed them to reach hundreds of thousands of

customers cost-effectively;

• Existing Platforms: Focusing on existing platforms means focusing your growth

efforts on mega-platforms like Facebook, Twitter, or the App Store and getting some

of their hundreds of millions of users to use your product;

• Trade Shows: Trade shows are a chance for companies in specific industries to

show off their latest products;
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• Offline Events: Sponsoring or running offline events—from small meetups to large

conferences—can be a primary way to get traction;

• Speaking Engagements: Eric Ries, author of the bestselling book The Lean

Startup, said he used speaking engagements to hit the bestseller list within a week

of his book’s launch;

• Community Building: Companies like Wikipedia and Stack Exchange have grown

by forming passionate communities around their products.

I recommend reading the book for a detailed view of each one. Further, here’s a list

of Nine Possible Business Models Verticals presented by Y Combinator [22]:

• Enterprise: the company that sells services or software to other businesses on a

single-license basis. These contracts have fixed terms and designated contract values

and come up for renewal at the end of the period;

• SaaS (software-as-a-service): Company sells subscription-based licenses for a

cloud-hosted software solution;

• Usage-based: company charges customers only when they use the product or

service;

• Subscription: company sells a product or service, usually to a customer, on a

recurring basis;

• Transactional: company enables a financial transaction on behalf of a customer

and collects a fee;

• Marketplace: company acts as an intermediary in the sale of a good or service

between sellers and buyers, generally collecting a percent of the total transaction

value;

• E-commerce: company sells physical goods online. Generally, e-commerce com-

panies manufacture and inventory those goods;

• Advertising: The company offers a free service to consumers and derives revenue

entirely or predominantly from advertisers. Familiar advertising companies include

social networks and content sites;

• Hardware: company sells physical devices to consumers or businesses.
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Watch the whole video also to get the metrics that they recommend to track for each

Business Model.

3.2.3 Phase 2: Company Building

Once you have found a Business Triad for a specific market, can see a path to reach

a big scale, and have reached at least USD 1 million in revenue [23], it’s a good time to

scale; to do so, you’ll need to build a company. To create a scaled company, you’ll need

three things:

• Money;

• People;

• Processes.

An excellent reference for acquiring this knowledge is the book The Great CEOWithin

[23]. It’s worth reading it.

3.2.4 Phase 3: New Products

Once a company has scaled to serve a big market, it’s time to use the profit from the

developed business triad to create new ones. A great example of this is Google. Although

it started with the search engine product, it eventually developed itself to create multiple

products in multiple verticals.
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Figure 7: Alphabet Organizational Chart

Source: DBInsights Article [24]



PART IV

CASE STUDY: UMATCH
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4 CASE STUDY: UMATCH

The Study Case presented here will document the search for the Bussines Triad in my

startup, Umatch. Umatch is a college student dating network, and we released the app’s

first version on September 27, 2020. After only two years, the startup acquired more than

200k users and is fast growing.

4.1 Phase 1: Business Triad Search

The present section will present how we went through the first phase of the Scientific

Entrepreneur Journey: the business triad search.

4.1.1 Idea, Team, and Money

Idea, Team, and Money were the starting point of our journey, and this subsection

will document it and walk you through how it happened.

4.1.1.1 Idea: An entrepreneur in college

It was August 2019, and I was in the third year of the Computer Engineering Course

at the University of São Paulo. By that time, I was eager to start my first company,

which was an old dream. As a child, I wanted to be an inventor. However, because my

mom was a former professional Brazilian gymnast, I had the fortune of getting to know

this fantastic sport, which I fell in love with, and I also became a professional athlete.

Nevertheless, the dream of creating products has always been there, with the passion for

learning mathematics and physics. Further, this passion transformed into the desire to

develop technology companies that could benefit humankind, which is still the desire that

drives me.

Furthermore, moved by this desire, I talked with a friend about startup ideas for

college students. He then told me he had already seen people asking on social media for
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a dating app exclusive to college students. This statement made me think about starting

a startup to create this product because: I had access to this audience; there were more

than 8.6 million college students in Brazil; there was no product like this one; and with

the right team, I could deliver a product like this with minimal investment. I went home,

moved by it, and developed the first logo for the company (which later on I substituted

for another one I designed).

Figure 8: Umatch’s first logo

Source: Author’s creation.

Figure 9: Umatch’s first logo iteration

Source: Author’s creation.
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To summarize, the Idea looked like this:

• Problem: college students want to date other college students but don’t have an

app built for it;

• Solution: a dating app exclusive for college students where they can discover,

match and chat with other college students;

• Insight: be the first mover.

4.1.1.2 Team and research

In the next 30 days, I was always thinking about it. Eventually, a friend of mine

introduced me to Cayo Syllos, my co-founder and Umatch’s Chief Technology Officer. I

presented what I had envisioned so far, and Cayo was thrilled. We were both determined

to build something big, and our partnership was the foundation.

After partnering up, we started talking to users close to us, friends and family, with

methods relative to the ones presented here. With these interviews, we validated the

problem:

• College students want to date other college students;

• College women feel insecure about current dating apps.

4.1.1.3 Money

To start the endeavor, we raised around USD 1.2k ourselves, which was enough to

build and release the product because we both knew how to program.

4.1.2 Launch

After validating the problem, we needed to validate our first hypothesis: the existence

of demand for college students only for dating apps.

4.1.2.1 Pre-registration: the Demand MVP

To validate the demand cited above, we programmed a pre-registration page. Then,

because I was in 47 college groups from the University of São Paulo on Facebook, I started

to share it in every single one.
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Figure 10: Pre-registration home page

Source: Author’s archives.

In weeks, we got the first 500 pre-registrations. It was awesome! With this motivation

in hand, we started an affiliate program to help us distribute the pre-registration link.

We ended up with more than 9 thousand pre-registrations.

4.1.2.2 Product first release: the Solution MVP

While the pre-registration was going on, we started the development of our MVP to

test our value hypothesis: college students will highly value and engage in a college-only

dating environment. Our MVP needed to deliver the following core functionalities:

• College students verification;

• A method to indicate if the user liked or disliked the other user;

• When the users give each other likes, the product should generate a match and also

enable a chat for them to engage with each other;

• They would need to edit their profiles and control their data.

With these specifications, we started prototyping and producing our product. The

following images show the results.
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Figure 11: Umatch’s MVP

Source: Author’s archives.

As the final step, we went to talk with an entrepreneur from the dating industry to

know what metric to monitor. This way, we learned that the DAU/MAU, Daily Active

Users divided by Monthly Active Users, was a great metric to measure product stickiness

and that more than 15% would be impressive for a dating app.

4.1.2.3 Product, Distribution and Business Model Development

After the release, the great news: our DAU/MAU was higher than 40%! This metric

indicated a successful release and that the endeavor was worth pursuing. With this in

hand, we used the entrepreneurial method presented here to improve our product, discover

the distribution channels needed to grow, and develop the business model. In other words,

to validate our Business Triad.
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The images below show the results of our branding, product versions, and customer

traction.

Figure 12: Umatch’s Current Logo

Source: Author’s archives.

Figure 13: Umatch’s Second Version

Source: Author’s archives.
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Figure 14: Umatch’s Current Version

Source: Author’s archives.
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Figure 15: Umatch’s User Base Growth Curve

Source: Author’s archives.

4.2 Phase 2: Company Building

We’re now in the Company Building phase. With a solid Business Triad, it’s worth

building a company to expand Umatch worldwide.



PART V

CONCLUSION
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5 CONCLUSION

The importance of viewing an entrepreneur as a scientist is to embrace the unknown

on the entrepreneurial journey. Scientists are used to assuming that they don’t know how

the world works; therefore, they rely on a systematic approach to develop knowledge.

Thus, in the same way, an entrepreneur that understands himself as a scientist sees his

initial company as a pool of hypotheses rather than a rigorous system that aims to follow

a 50-page well-defined business plan. Furthermore, the scientific entrepreneur faces his

idea and solution as a belief that only real-world experiments can accept or reject, just

like scientists have done for centuries.

Entrepreneurs can now know that what matters in the early stage of a startup is the

Business Triad. And, because this clarity of thought can differ between the life and death

of a new technological breakthrough or big startup, it can enable entrepreneurs to surpass

barriers and improve human life on earth.

Leonardo Da Vinci once said, Simplicity is the ultimate sophistication. So, I finish this

Thesis with the satisfaction of documenting a method that clearly states what is essential

for a startup founder to focus on in the early stage of their company.

Good look, entrepreneur. Or, as I may now call you, scientist.
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