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FOREWORD
By Dianne Buckner

Everyone loves it when entrepreneurs get a deal with one of the multi-millionaires on
Dragons’ Den. The people pitching for investment are thrilled of course—their dream of
building or expanding their business is taking a big step forward. The Dragons themselves
love investing and getting a piece of a potentially hot money-maker. And those of us on the
production team are delighted, knowing that when the show is eventually broadcast, viewers
will share the joy as well! It's wonderful to watch success in the making.

But for every deal that gets done in the Den, there are dozens of others that get flamed.
The Dragons have little patience for entrepreneurs who arrive with no business plan, no
realistic sense of the value of their company, and no clue about how they’re going to capture
even just one percent of a multi-billion-dollar industry (as they so often claim they will do).

John Vyge has done an amazing job of distilling the lessons learned from Dragons’
Den as well as from larger world of business in The Dragons’ Den Guide to Assessing Your
Business Concept.

This book is designed to help would-be entrepreneurs understand what it takes to launch
a successful product or service. John breaks down one case study after another into “Ten
Success Factors.” The business concepts that built well-known companies such a Netflix, Tim
Hortons, ReMax, Bacardi Rum, and Mattel are examined alongside dozens of the pitches
that have been featured on CBC'’s hit television show!

How did 19-year-old Ben Gulak, the inventor of a battery-powered unicycle called the
Uno, manage to get all five Dragons to invest? What was it about Marissa McTasney of Moxie
Trades, creator of a new line of work-wear for women, that so intrigued one of the Dragons?
Why did Trudie Wiseman and Jamie Bailey of Canadian Recycle Plastic Products walk out
of the Den with a deal?

Sometimes it seems there’s an element of magic to what occurs in the Den, when the
right idea is presented by the right person at the right time. It can appear that there’s an
indescribable mix of qualities and circumstances at work, a mysterious kind of chemistry
that convinces the Dragons the opportunity in front of them is irresistible.
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But as John Vyge shows, there’s no random type of “magic” at work. In fact, the pro-
cess of building a successful business can be described very clearly, as you'll see in this
book. John lays out the series of simple steps that every entrepreneur can take, in or-
der to develop their business. He covers off the type of research that can be done
to ensure there’s a market for your idea, and how to define your value proposition.
I would bet that even just the exercise of coming up with that definition will make a reader’s
business plan that much better. How can you size up your competition, or your costs? What's
the right approach to take to branding? To your actual launch? All of these questions and
much more are answered by reading the book in your hands.

You want to be prepared, because the fact is that along with the many happy deals done
on Dragons’ Den, we've also heard far too many heart-breaking stories of people who've sac-
rificed their marriages, their homes, and their savings in pursuit of an idea that just didn't
have potential. There’s no need for that. Look at the Dragons’ own personal stories. None
came from especially privileged backgrounds, yet through their own hard work and inge-
nuity, they’ve all achieved fame and fortune, and the sense of satisfaction that comes from
creating something new and of value to many. It’s a dream that can be a reality.

So get to it! You have the tools. And once the revenue from your business is growing
steadily, you may even be ready to face the Dragons—and be one of the special breed that
leave the Dragons’ Den with a deal!



PArRT

THE DNA oF YOUR BUSINESS CONCEPT

Screen your business concept to ensure that it adheres to the 10 Dragons’ Den
Success Factors for a scalable growth business.






CHAPTER 1

WHY WouLD THE WORLD CARE ABOUT YOUR IDEA?

“You guys are super impressive. I feel good about the future of this country knowing
that it’s in the hands of entrepreneurs like you. You guys will make a difference in our
country because youre innovative and youre entrepreneurial.”

—Dragon to Pitchers

Success Factor #1: Focus on a Singular Pain Point

Solve a yet-to-be-solved burning problem that nothing on the market currently addresses,
or addresses poorly. Figure out the root cause of the problem, and use it to design and
build a solution in the form of a product or service.

If you want to grow a business quickly, you need to target the customer’s nerve centre—a
singular problem that has not been adequately solved by other competing brands. If you
can kill your customer’s pain, the market will rush to your product or service. If you want
a company with scalable growth potential, you need to isolate a standalone problem or
identify a problem with all other competing brands, and then present your product or
service as the solution to the customer’s needs. And scalability is essential if you want to
attract investors.

Great businesses are inspired by an unsolved problem, market void, or issue that is cur-
rently not being addressed by anything on the market. Moxie Trades Work Wear clearly
illustrates this concept because its founder, Marissa McTasney, built an entire business after
discovering a surprising lack of work wear for women.
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Moxie Trades Work Wear

Pitcher: Marissa McTasney, Season 3, Episode 4

Focus: How a Problem Inspires a Business

1 was looking to find my passion. | left my corporate job to learn how to build a house.
| went to the store and | said, "Where are the pink work boots?’ and the store manager
said, 'l get asked [that] all the time.” What | discovered is, there’s this huge market that's
been untapped. | think I'm on to something.”

—Pitcher to Dragons

PRODUCT DESCRIPTION

Work wear for female contractors, carpenters, and factory workers.

DRAGONS’ DEN BY THE NUMBERS

e The Ask: $600,000 for 49% of the business.

e 50%: The percentage of boots sold by Moxie Trades that are pink.

e $600,000: The amount of revenue the Pitcher had generated before the show.

e 75%: The percentage of the business requested by the Dragons in exchange for $600,000,
an offer that was turned down by the Pitcher.

Pitcher Marissa McTasney of Moxie Trades standing in front of her key clientele, female construction and factory workers.
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THE WARM-UP: SINGULAR PAIN POINT DEFINED

A pain point is a yet-to-be-solved problem that your product or service addresses. A singular
pain point is the highest-priority problem that you want your brand to solve. The purpose of
focusing your product or service solution on a singular pain point is to have your product
or service become the preferred choice of the customer or client. This might be done by de-
veloping a completely new product or service, but it could also be achieved by introducing
a new price point, or by adding value to an existing product by adding a service or training
component, or by identifying a need your target market didn't even know it had.

The process of identifying pain points involves:

o Survey Techniques: Methods of discovering problems people have with current solu-
tions available in the market. These include one-on-one interviews, workshops, prototype
reviews, observation, and surveys.

o User Stories: One-sentence summaries of problems that people would like addressed by
your product or service.

o Pain Point Prioritization: A shortlist of yet-to-be-solved problems that your product or
service addresses.

Survey Techniques

An entrepreneur like you who is looking to invent the next blockbuster product or service
shouldn't start with a prototype, a revenue model, or a value proposition. Rather, you should
start with a consumer who has a specific problem that has been unsolvable up until now.
Try to find out everything about the problem before you devise your solution because there
might be no room for error. Not having a conversation with potential customers in advance
of formulating a solution should be inconceivable to you, given the valuable information you
can glean from a simple conversation or a more detailed assessment. When launching your
business concept, some of the ways to have that conversation with a potential customer are:

o One-on-One Interviews: Speak to potential customers to find out how they are
addressing the underlying need that your product or service addresses. Interviews can
also confirm that the underlying need exists.

»  Workshops and Focus Groups: Conduct group interviews to stimulate discussion about
the underlying need.
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« Prototype Reviews: Conduct walk-throughs or demos of your product or service,
and ask potential customers to give you feedback on how well (or not) it solves the
current need.

« Observation: Observe people using your and competitors’ products or services.

o Surveys: Email questionnaires asking people to identify what annoys them with current
“solutions” or gaps in the marketplace. Consider hiring your college-age children and
friends to conduct preliminary surveys. With sufficient resources, you can even hire a
market research firm to do the work for you (more about this in Part IV, Chapter 22 on
Target Market Analysis).

o User Stories: Refine your findings into one-sentence summaries of problems that people
would like addressed by your product or service. Or use the questions below to start a
conversation with your customer.

User Stories

One of the most powerful market research tools for discovering pain points is a user story.
A user story is a single-sentence statement of what a potential customer would do with a
product or service like yours if he or she had total design freedom. It should not be confused
with a case study, which is a multi-sentence summary of how someone has successfully used
a product or service. One of the best formats for writing up a single-sentence user story was
devised by Mike Cohn':

“As a [customer] ... I want [What is the customer trying to achieve?] . ..so that I can [What

is the benefit you are expecting?]”

You can gather user stories by talking to potential customers and showing them a work-
ing prototype. If you talk to them, they’ll identify a whole host of problems they have, which
you can then use to revise and refine your product or service into a true painkiller. Separate
the nice-to-haves from the need-to-haves and focus on the latter. If you are bootstrapping
your business, be sure to keep your prototype costs to a minimum. Although every prod-
uct or service type will vary, you should be spending hundreds of dollars, not thousands.
Of course, the amount you spend depends on the complexity of what you are trying to
achieve, so if you have investment capital behind you, your budget might be higher than that
of someone starting out of a garage. Cost guidelines depend on your industry, which you
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will research later (discussed in Part IV, Chapter 20). Just be sure to keep enough capital in
reserve to rebuild your prototype several times if the first iteration doesn’t meet your target
customers’ needs.

User Story Examples
User stories should follow a three-part format so that they reveal pain points. To illustrate, here
are three examples of user stories that could lead to products or services that resolve them:

o “As a stay-at-home mom, I want to be able to search through my monthly expenses for
cheaper alternatives, so that I can cut my monthly spending” Mint.com may have been
created using a user story like this.

» “Asabusy working professional, I want to be alerted when my Social Insurance Number
is being used to open up an account without my permission, so that I can keep someone
from stealing my identity.” LifeLock.com, a wildly popular identity theft protection ser-
vice in the United States, might have been created using a user story like this.

o “As a business traveller, I want to be able to access hundreds of books in digital format
while sitting on a plane, so that I don’t have to carry print versions of the books I want
to read” The iPad may have been created using a user story like this.

Pain Point Prioritization

While assessing your business concept and its market using this book, you may uncover all
kinds of problems with current marketing offerings. But if you try to solve too many problems
with your product or service, your solution may become unfocused and unmemorable. As you'll
discover in Chapter 16, part of becoming attractive to customers is defining the problem-solving
mission behind your product or service. That’s not to say that your offering shouldn’t solve many
different problems, but when you're launching a business, your resources are most likely limited
and they should stay focused. For now; try to prioritize the problems you wish to solve by its:

o Value to the Customer: If you solve this problem for the customer, will it mean enough
to the customer for them to buy your product or service?

« Your Ability to Charge for It: Will you be able to charge the customer a premium in
order to solve this problem for them?
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Dragon Lore

Pain points are the nerve centre of your customers. The more burning the problem, the
more likely a customer will rush to buy your product or service.

When it comes to pain points, nothing leads to more dissatisfaction than a dirty dia-
per. But filling landfills with throwaway diapers is not exactly cost-conscious or ecologically
conscious. One company, AppleCheeks Diapers, was featured on Dragons” Den because it
addressed a clear market void—the need for a cloth diaper system for ecologically conscious
parents who are tired of throwaway diapers that end up in landfills.

AppleCheeks Diapers

Pitchers: Amy Appleton and llana Grostern, Season 6, Episode 13

Focus: Define the Singular Pain Point

A product that meets a need among cost-conscious and environmentally aware parents.

BACKGROUND

Amy Appleton and llana Grostern are two moms from Lachine, Quebec, who have developed
a cloth diaper to suit modern parents. Made of bamboo and organic cotton, the diapers retail
for $20 apiece.

PROBLEM STATEMENT

Environmentally conscious parents want to use cloth diapers but aren’t fond of getting their
hands dirty. Cost-conscious parents can achieve savings over purchasing disposable diapers.

PROPOSED SOLUTION

The diaper consists of an outer pant, an absorbent insert, and a flushable lining. The lining
can be dropped into the toilet without needing to touch the deposit. The outer pant and
insert are then put into the wash, where the agitation of the washing machine pulls the insert
out, so again there’s no need to touch any of the dirty parts.
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BUSINESS CASE

e Revenue Model: The diapers are currently being sold online and in boutiques.

e The Ask: $100,000 for 15% of the ownership.

e Company Valuation: $667,000.

e Proof-of-Concept: The business generated $500,000 in sales last year and gross profit
margins of 45%.

DRAGONS’ DEAL

Amy and llana are looking for money to take their company to the next level. They are testing
samples that have been manufactured overseas with a view to bringing the retail price down
and getting into the big box stores, while increasing their margins. A couple of Dragons made
bids, and the moms accepted $100,000 for 25% of the company.

DEAL SYNERGIES

One Dragon has connections to the big box stores that can help the company expand their
distribution, while the other offers marketing expertise.

AppleCheeks reusable cloth diapers, being pitched in the Dragons’ Den by Pitchers Amy Appleton and
llana Grostern.
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No company represents Canadian entrepreneurial success more than Tim Hortons. It’s a
cultural icon and it’s a true inspiration for any entrepreneur who's looking to get into retail
or any other business space for that matter. The following case study shows how the Tim
Hortons business model adheres to the 10 Dragons’ Den Success Factors.

A Real-World Case Study: Tim Hortons

"It was chaotic to say the least . . . By golly, | borrowed ten thousand from the credit
union and | had to learn in a hurry.”2
—Ron Joyce, co-founder of Tim Hortons

Canada is the donut store capital of the world, with more donut stores per person than
anywhere else in the world. Ron Joyce and the late NHL hockey player Tim Horton must have
been able to see into the future back in the 1960s, because today the cultural icon has more
than 4,000 locations worldwide and counting. Co-founder Ron Joyce, who became franchisee
of “Tim Horton Donuts” store #1, became a full partner of Tim Hortons and turned the
franchising concept into a multi-billion-dollar part of the Canadian psyche.

BACKTESTING TIM HORTONS

Looking back at the Tim Hortons business model, we can backtest it to see if it meets each of
the Dragons’ Den Success Factors:

SUCCESS FACTOR #1: FOCUS ON A SINGULAR PAIN POINT

People were tired of stale coffee and donuts made in an unclean environment.

SUCCESS FACTOR #2: BUILD A PROTOTYPE

Drive-through franchise store #1 was a converted, boarded-up gas station on Ottawa Street in
Hamilton, Ontario. Tim Hortons still stands there today.

SUCCESS FACTOR #3: DEFINE THE VALUE PROPOSITION
No-frills, always-fresh product made in a clean environment.

SUCCESS FACTOR #4: ESTABLISH A REPEAT REVENUE MODEL

According to some figures, 40% of Tim Hortons’ customers come four times a week and 10%
come 10 times a week.?
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SUCCESS FACTOR #5: TARGET A DISRUPTABLE MARKET

Coffee drinkers who were looking for a cleaner, fresher coffee-and-donut environment than
the mom-and-pop donut shops they were frequenting before.

SUCCESS FACTOR #6: BUILD A LEAN FEATURE SET
No sandwiches. No soup. No croissants. When the first Tim Hortons store opened, it served just

two products: coffee and donuts.*

SUCCESS FACTOR #7: COLLABORATE WITH STRATEGIC PARTNERS

Tim Horton, who brought experience owning a coffee-and-donut shop, later became a full
partner with Ron Joyce, who brought franchising experience, having owned a Dairy Queen
franchise.

SUCCESS FACTOR #8: FIND A CATALYST FOR GROWTH

The word of mouth generated by the “always fresh” value proposition is a viral marketing
bonanza for the business.

SUCCESS FACTOR #9: SCALABILITY

Franchising allows for rapid expansion because franchisees bring much-needed capital and
human resources to get each new store off the ground in a timely manner.

SUCCESS FACTOR #10: DEVELOP A BUSINESS MODEL

A restaurant franchise business model with repeat revenue coming from ongoing operator fees.

Self-Help Workshop: How to Focus on a Singular Pain Point

Develop a list of pain points that your customers have with brands that compete with your
product. Identify any current gaps in the marketplace.

1. Create a list of questions that you want answered by potential users of your product or
service. Questions to ask potential customers might include:
e What issues do you have with existing solutions to this problem?
¢ What type of product or service would be an ideal solution to this problem?
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2. Conduct one-on-one interviews.
Set up one-on-one interviews with potential users of your product or service.

3. Hold group workshops (multi-person) and focus groups.
Hold group brainstorming sessions to determine potential problems with existing
solutions by asking attendees such questions as:
e What are you trying to achieve?
e What is the result you are expecting?
e How do you currently address the underlying problem?

4. Conduct prototype reviews.

Ask a group of potential customers to use and/or test your product or service and
tell you how they feel about it. There are three ways to build a mock-up of your
product or service:
¢ Prototype: Create a fully functional version of your product or sample of your service,

if your budget allows. Ask your potential customers to test it. Observe how they use

it, and what questions they ask. Measure results where possible. For example, if your
invention promises to solve a problem in a given amount of time, then time each of
your product or service testers to prove it.

e Mock-Up: If budget is an issue, create a mock-up of your product that allows people to
grasp what it is you are selling.

e Paper or Digital Prototype: If you have absolutely no budget available to produce a
prototype, draw one on paper.

5. Observe.
Observe people interacting with existing solutions to the underlying problem that
your product or service addresses. Analyze how people currently solve the problem.

6. Conduct surveys.
Send out surveys to potential buyers of your product or service.

7. Write up user stories.
Format all responses into one-sentence stories of how a prospective customer might
use your product or service:
“As a [customer] . . . | want [What is the customer trying to achieve?] . .. so that | can
[What is the benefit you are expecting?].”
Your answers, when organized in single-sentence user-story formats, will result in
valuable information that can be used to refine your business concept.’
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8. Develop your list of user stories into a prioritized shortlist of pain points.
9. What is the overriding pain that is addressed and solved by your product or service, and
what is its root cause?

10. Write your problem statement.
What is the highest and best use for your product or service?

When an entrepreneur learns to focus on the customer’s needs first, and not just a prod-
uct that he or she has come up with, the path to a scalable growth business becomes more
flexible. The entrepreneur will be more free to evolve the original product into something
the customer is willing to pay for.

Asyou'll see in the next chapter, you can use the customer’s needs to refine your business
idea over time into something the customer truly wants.



CHAPTER 2

BuiLD AN EVOLUTIONARY PROTOTYPE

“Failure is a good part of what builds the character of an entrepreneur. I think you
need some.”
—Dragon to Pitcher

Success Factor #2: Build a Prototype

Put a rudimentary version of your product or service idea together as fast and as cheaply as
possible. Your prototype should be detailed enough that a potential customer or investor
can understand exactly what your product or service is, how it works, and what problem
it solves. It should also be low cost so that you can build another one if the original isn’t
the complete solution to the customer’s pain point or needs modification.

Every now and then, a novel product or service hits the market, and everyone starts talking
about it. We all can point to examples—Groupon, Facebook, the iPad—and we become riveted
by the new entry to the market, like the reaction to a black swan appearing in a lake full of white
swans. In his groundbreaking book, The Black Swan: The Impact of the Highly Improbable, au-
thor Nassim Taleb writes about this phenomenon, referring to unexpected events in history
that change the expectations and mindsets of scores of observers in an instant.! If you want to
be a hit in the marketplace, become the black swan in your product or service category.

A key step toward becoming the black swan of your industry is to hold off on the busi-
ness-planning process until you have a working prototype in hand. Budding entrepreneur
Max Schellenberg knew this when he created his prototype for a reversible, customizable
zipper shoe called the MaxReverse shoe and then brought it to Dragons’ Den.



BuiLD AN EVOLUTIONARY PROTOTYPE | 15

MaxReverse Shoes

Pitcher: Max Schellenberg, Season 6, Web Pitch

Focus: A Prototype in Action

“Right now the prototype is actually being made in China. | want to build myself an
empire. | wanted to do so much that | wanted to make a game so | could do it all—
because | thought | couldn’t do it in real life.”

—Pitcher to Dragons

PRODUCT DESCRIPTION

The world’s first reversible shoe.

DRAGONS’ DEN BY THE NUMBERS

e The Ask: $50,000 for 30% of the business.

e $7.50: The cost to make each MaxReverse shoe in China.

e $50,000: The amount of capital offered to MaxReverse by one Dragon, which the
entrepreneur accepted.

e 6,000: The number of units of MaxReverse shoes that will have to be ordered on its first
run with the manufacturer.

“’-- ”

=
-~
£

MaxReverse Shoes being demonstrated in the Dragons’ Den by Max Schellenberg.
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THE WARM-UP: EVOLUTIONARY PROTOTYPE DEFINED

In your quest for a market that fits your product or service, you will need a rudimentary
model of your product or service to show to prospective customers, investors, and other
interested parties. The purpose of a prototype is to have something tangible in your hands
to demonstrate that your business concept is sound, will have a demand, and is something
people would be willing to pay for. And your prototype should evolve over time as you learn
from your interactions with the market. Two key reasons to build your prototype are:

o Verification: To verify that your product or service works as intended.
 Validation: To validate that your product or service does what people would be willing
to pay you for.

The process of prototyping involves:

o Step 1: Mock-Up: Create a representative version of your product or service out of paper
or modelling clay (for products), or, for a service, put sticky notes on a whiteboard to
describe the steps in the process, to show user interfaces with the product.

o Step 2: Exploratory Prototype: A one-feature-at-a-time approach that results in a working
prototype you can use to test a specific feature. Create a working, partial-feature throwaway
version of your product or service to test individual features of your product or service.

o Step 3: Evolutionary Prototype: Create a working, full-feature version of your product
or service that will evolve over time based on feedback you receive. It should contain
all intended functionality of your final product or service, and eventually will be ready
for production. Often, entrepreneurs build their prototypes in their garages, kitchens, or
basements. You can also outsource production of your prototype to a domestic or for-
eign manufacturer, which we'll discuss in Chapter 18.

Rapid Prototyping

Rapid prototyping is a process used to produce a three-dimensional throwaway model
of a tangible product in a short period for a low cost. The purpose of the process is to get
a physical, feasibility-testable model in your hands that you can use as a learning tool to
elicit feedback, pain points, and new feature ideas from potential customers. The process
involves computer-aided design and specialized machinery that can build the model out
of plastic, resin, or even paper. But be aware that you don’t need to go to an expensive
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manufacturer to build a prototype—you can put one together yourself for a product
or service:

» Product Prototyping: Produce a rudimentary three-dimensional mock-up of your tan-
gible product out of paper, plastic, or whatever your budget allows.

« Service Prototyping: Prototype your service by creating a mock-up on a whiteboard
or paper, or by building a mini-service. For example, if you are launching a restaurant,
have menus printed and set up a table at a trade show to serve menu items to passersby;,
who provide instant feedback. Alternatively, set up a full-scale restaurant prototype in a
warehouse to work out the visual and operational details of your business.

Prototyping is critical for testing and refining an idea before you commit large resources
to an idea that may not yet fit a market.

Dragon Lore

Bring your business idea to life with a prototype as soon as possible. Validate your product
or service idea in front of real customers, investors, and other stakeholders before you
commit valuable time and financial resources to an unproven idea.

Having a working prototype in hand is more important for some businesses than others.
That’s especially true if you have an innovation that no one has ever seen before because a picture
will be worth a thousand words. For example, explaining the Uno Dicycle without a prototype
would be like explaining the Internet without a computer. The motorcycle-like machine is so revo-
lutionary that the sight of just a video of it caused a feeding frenzy among the Dragons. A working
prototype convinces customers and investors that your vision is more than just a pipe dream.

Uno Dicycle

Pitcher: Ben Gulak, Season 3, Episode 7
Focus: Build a Prototype

What started out as a science project in high school using wheelchair motors and gyroscopes
evolved into an electric-powered, road-ready working prototype.
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BACKGROUND

Nineteen-year-old Ben Gulak of Milton, Ontario, developed the Uno Dicycle after a trip to
China with his parents when he was 16. He developed the electric-powered vehicle after
seeing in China the enormous amount of pollution generated by scooters and motorcycles.?
The product is designed for crowded urban centres.

PROBLEM STATEMENT

Gas-powered scooters and motorcycles generate enormous amounts of pollution.

PROPOSED SOLUTION

An eco-friendly, electric-powered, motorcycle-like dicycle.

BUSINESS CASE

e Revenue Model: Planning to charge a retail price of $5,000 to $5,500 per bike.

¢ The Ask: $1.25 million for 15% equity of the company.

e Company Valuation: $8.3 million.

¢ Proof-of-Concept: A working prototype, which was named by Popular Science magazine
as one of the year’s top-10 inventions.

DRAGONS’ DEAL

After some negotiation, the Dragons offered $1.25 million for 20% of the firm.

DEAL SYNERGIES

All five Dragons went in on the deal to help Ben Gulak avoid the fatal business mistakes made
by his distant cousin, a well-known story in venture capital history—the Segway.

“It's impossible not to make an offer. The value of a concept is indeterminate and
the number you threw out might be high and might be low . . .You're looking for
a million and a quarter . . . If you were to do that for 30% of the firm ... 1 would
certainly be there.”

—Dragon to Pitcher

“The Segway was a disaster. People need to want to be seen on it, they want to look cool.”
—Pitcher to Dragon



