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Agenda

Introduction (5 mins)

1. Important common factors in scaling (10 mins)
GROUP: Discussion of barriers & tactics (30 mins)

2. Corporate collaboration as route to scale (15 mins)
GROUP: Discussion of corporate experiences (25 mins)

Concluding remarks (5 mins)
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1. About Nesta
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1. About Nesta (startup research) -
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The rise of accelerator programmes.

to support new technalogy ventures

AccelerateUK
Capacity Building
in Colombia
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2. Barriers to Scaling
THE 5 KEY BARRIERS TO SCALING

THE TALENT AND SKILLS BARRIER THE LEADERSHIP CAPACITY BARRIER THE MARKETS BARRIER

Finding employees to hire who Building your leadership capability Accessing customers other
have the skills you need markets /home market

‘J

i i

THE FINANCE BARRIER THE INFRASTRUCTURE BARRIER
Accessing the right Navigating infrastructure
combinations of finance

C

° II SCALEUP
nesta ‘ http://www.nesta.org.uk/sites/default/files/barriers_to_growth_0.pdf & http://www.scaleupreport.org/scaleup-report.pdf -I INSTITUTE




2. Barriers to Scaling: i — Talent & Skills

A combination of social skills and tech remain key
for school and graduate recruits, although social
skills ranks top when force ranked

Important skills for school leavers and graduates

Number 1

Social skills 33%

Business skills

Management skills

Tech skills 35%

1%

Finance skills
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Top 3

70%

70%

667%

16%

74%

% i | -
TALENT

Questions:

How do you make
yourselves attractive
c.f larger firms?

Would links with
universities help?

Do you incentivise
referrals?

Do you have some
contrarians?



2. Barriers to Scaling: ii — Access to Finance

While three quarters of
scaleups use external finance,
4 in 10 say they do not have
the right amount of finance in
place for their needs

Types of Finance Used

Core finance (loans, od or credit card) || RGN 3

g N

Equity from 3rd party investor _ 7%

Friends and family/directors ||| || | | N 2>-
Ivoice finance _ 18%
UK Govifunding [ 15%

trade crodic [N 3%
EUfunding [ &%

Something else - 5%

......................................................................

A quarter are using equity
finance now. The key barriers
are the loss of control or a
lack of suitability

Attitudes to Equity Finance

Using it currently

28%

Plan to use in near future

Reluctant to give up contral - 20%
Dion't think it suitable for us - 7k

&

Wouldn't know where to start

Den't know anything about this finanee . 7L

-
@g i |
FINANCE
Questions:

Do you know how
much finance you
need?

Do you understand
the different types
(inc. alternative
finance)?

Do you know
where to look?



2. Barriers to Scaling: iii - Leadership :(C))“ | .

Recruiting people with experience of growing
a business is key, as are non-exec directors
and connection to a network of peers Questions:

LEADERSHIP

Factors supporting growth - most popular mentions

Number 1 Top3 Who do you turn to

for advice?

Recruit people with experience
of growing a business

30% 52%

Access to network of peers
who are growing/have grown

. 48% How do you make

time for your own
- i 30% .
Access to non-exec directors - 10% - profeSSIOnaI
Access to mentoring . 8% - 29% development’)
“Constant access to
Access to leadership courses . 8% - 26%  experienced mentors
P as sounding boards is DO yOU make Use
. invaluable.” .
Support from local public . 7% - 23%  EustAnginscdlewp of local business
sector body eg LEP business leader
networks?
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SCALEUP
INSTITUTE

2. Barriers to Scaling: iv - Infrastructure E@E _|||

Physical space and active ecosystems matter. INFRASTRUCTURE
64% report access to infrastructure and

premises is critical to growth. Questions:
What research shows: If looking for

accelerators &
iIncubators, what
checks have you

» Evidence for the benefits of clusters
» Physical transport links matter, even for service companies

» Digital infrastructure matters, but need digital skills & tools to done?
really benefit
> Accelerators & Incubators: Huge differences in models; a Do you know how

minority may be predatory or harmful your location

> Inflexible leases: Companies with high rates of staff growth may performs cf. others?
find themselves locked into leases with landlords that dissuade

them from hiring Are you linked with

[ ] - == ?
nesta § universities”



2. Barriers to Scaling: v — Access to Markets

The procurement process and the time it takes to
win a contract are the key barriers to working
more with government or large corporates

Key barriers to working more with Government and large corporates

Large corporates Government

49%

A complex procurement PFOCESS

46% 37%

The time taken to win a contract

Finding out about opportunities to bid 32%

Finding contracts for the
products/services you offer

The time taken to get paid

nesta §

48%

SCALEUP
O . I I INSTITUTE

ACCESS TO MARKETS

Questions:

How do you convince
buyers that you're not
a risk?

When do you decide
to walk away?

Are you on their pre-
procurement radar?
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2. Group Exercise (25 mins)

What have been your greatest barriers to growth
so far?

What do you wish you’d known 3 years ago?

What do you anticipate being the biggest barrier
to growth over the next 3 years?
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3. Corporate collaboration as a route to scale
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3. Corporate collaboration as a route to scale: mechanisms

Key:
. One-off events

. Partnerships

. Sharing resources

. Investments

. Business support

. Acquisitions

nesta §

Substantial
resource
commitment
by startup

Limited
resource
commitment
by startup

Acqui- . e

cvcC

Product co-development

Procurement

Accelerators

C titi .

Free tools

Limited resource commitment
by corporate

Substantial resource commitment
by corporate



3. Corporate
collaboration:

motives

Common programmes to engage with startups

One-off events

(competitions such
as hackathons)

Sharing resources

(free tools;
co-working spaces)

Business support
(accelerators;
incubators)

Partnerships
(product
co-development;
procurement from
startups)

Investments
(corporate venturing)

Acquisitions
(acqui-hire and
buying startups)

Rejuvenate
corporate culture

to create an
entrepreneurial mindset
among employees

Objectives

Innovate big
brands

to attract customers,
partners and talent

Solve business
problems

quicker and at lower
risk

Expand into future
markets

by accessing new
capabilities or channels



3. Corporate collaboration as a route to scale: benefits to scaleup

Visibility/enhanced publicity

Access to new markets

Market knowledge

Business (e.g. increased revenues)

Technical knowledge

Other resources (e.g. workspace)

Investment

Financial (e.g. increased valuation)

@]

% 10% 20%

W
@]
R

40% 50% 60%

[ J
nesta ‘ % reporting factor as a benefit. Nesta survey, November & December 2015, N=134



3. Corporate collaboration as a route to scale: barriers

Speed (e.g. slow decision-making)

Coordination
(e.g. changing contact points)

Culture

Contracts and negotiation
(e.q. IP issues)

Initiation (e.g. search problems)
Alignment of goals
Lack of access to resources

Trust (e.d. abuse of power imbalance)

nesta ﬂ.

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%

% reporting factor as a barrier. Nesta survey, November & December 2015, N=134.



3. Corporate collaboration as a route to scale: barriers

ESTABLISHING \‘ PROGRESSING SUSTAINING

Main « Build trust * Negotiate terms * Resolve conflict
Aims and ) e and conditions L
Activities - S (IP etc) * Maintain comms
‘ * Contract
Barriers * Slow decision * Change of
making contact
* Power imbalance * Loss of interest
* IP negotiation* * Change of
strategic
priorities
e Internal
reorganisation

nesta ﬂ.



3. Corporate collaboration as a route to scale: barriers

CORPORATE

STARTUP OR
SCALE-UP

Alignment of goals,
Trust, Search, etc.

Culture, Process, etc.

Legislation, Tax., Geography, etc.

nesta §



3. Corporate collaboration as a route to scale: barriers

CORPORATE

ir =2l Rarrierce
| . 21 Paillicis

Culiure, Process, et

nesta §

C.

Misconception Misaligned internal Lack of
of what corporate strategy Risk aversion enrepreneurial
startups are and goals culture

STRATEGIC CULTURAL

Not
® Lack of top _
Non- level buy-in InV:nted
transparent Rigid ere

o Dysfunctional

information communication hierarchy
flows .
¢ |Individual
behaviour
PROCEDURAL STRUCTURAL
Long decision Rigid internal Unclear decision
making process processes making model




3. Corporate collaboration: common mistakes that scaleups make

1. Weak Salesmanship Focus on what you can do for
2 p R h the corporate, not what they

- FOOr Researc can do for you. Understand
3. Not Listening / Over-interpreting their pain-points before trying
4. Wrong Language to sell. Thlnk'h.ard about your

- value proposition. If tech-

5. Over-promising based, consider Everett Rogers’
6. Misjudging timing ACCORD framework.
7. Dependency
8. ‘Chasing the ball’ [ dont mind betng sold to. |
9.

Not knowing when to quit mind belng sold to * badly™

nesta §



3. Corporate collaboration: common mistakes that scaleups make

Weak Salesmanship

Poor Research

Not Listening / Over-interpreting
Wrong Language
Over-promising

Misjudging timing

Dependency

‘Chasing the ball’

Not knowing when to quit

O 0 N O UL s WD RE

nesta §

Surprisingly few examine what
the corporate actually needs.
Look at their strategy, recent
acquisitions & other news.

If someone has downe thelr
homework on Linkedin
and Google, 'm

Lnsta ntly more tnelined
to listen to them.



3. Corporate collaboration: common mistakes that scaleups make

Weak Salesmanship

Poor Research

Not Listening / Over-interpreting
Wrong Language
Over-promising

Misjudging timing

Dependency

‘Chasing the ball’

Not knowing when to quit

O 0 N O UL s WD RE
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Too many report startups
‘hearing what they want to
hear’, ignoring hurdles and
interpreting polite interest as
meaningful engagement.

Young companies are very
eager. But they've also
much too natve.

| probably saw 20 flrms
that day and each was
convineed theyo win



3. Corporate collaboration: common mistakes that scaleups make

Weak Salesmanship

Poor Research

Not Listening / Over-interpreting
Wrong Language
Over-promising

Misjudging timing

Dependency

‘Chasing the ball’

Not knowing when to quit

O 0 N O UL s WD RE
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VC’s may welcome ‘disruptive
innovation’; corporates (generally)
don’t. Incremental innovation,
which preserves processes, is an
easier fit than radical innovation.

[ dont wamt to be
‘disrupteot’; (J’ust WAt
to get my Job done.



3. Corporate collaboration: common mistakes that scaleups make

Weak Salesmanship

Poor Research

Not Listening / Over-interpreting
Wrong Language
Over-promising

Misjudging timing

Dependency

‘Chasing the ball’

Not knowing when to quit

O 0 N O UL s WD RE
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Trust lubricates relationships.
Hype erodes trust. Honesty
about your stage of
development & realism over
what you can’t do, will get to a
deal faster.

Every startup that over-
hypes itself makes me
less tnelined to believe the
next one that | meet



3. Corporate collaboration: common mistakes that scaleups make

Weak Salesmanship

Poor Research
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Wrong Language
Over-promising

Misjudging timing

Dependency

‘Chasing the ball’

Not knowing when to quit

O 0 N O UL s WD RE
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SMEs massively underestimate
timescales until deals are
finalised, and often surprised
by how slow corporates move.
Understanding procurement
cycles is also important.

It’s awful, but
sometimes a great
prooluct just doesn't
it my buying cycle



3. Corporate collaboration: common mistakes that scaleups make

Weak Salesmanship

Poor Research
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O 0 N O UL s WD RE
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Don’t put all your eggs in one
basket! Don’t cut off options till
deal actually done. Avoid
becoming a bespoke consultancy
for one firm. Be especially
cautious of being sucked into free
or discounted work.

| vefuse to provide free work
now. | charoe corporates
£10k for PoC and say that
it will be deduced from the
Licence fee.



3. Corporate collaboration: common mistakes that scaleups make
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O 0 N O UL s WD RE
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Pursuing every opportunity
dilutes effort and weakens
your strategy; sometimes it’s
best to decline to partner.

Working with startups ts
like watching my five-
year old play football



3. Corporate collaboration: common mistakes that scaleups make
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Many startups are accidentally
killed by corporates - judging
when to cut your losses, and
how far from your path to
deviate, is crucial.

Yes, [ feel guilty!
\We've accldew‘cattg
illed several

sto rtvq:s
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3. Group Exercise (30 mins)

If you have collaborated with a corporate, what

lessons have you learned?
- What were the challenges & how did you over come them?
- What do you wish someone had told you beforehand?

If you have not collaborated, why is this?
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To find out more:

- WINNING
Read the reports: TOGETHER

* www.nesta.org.uk/winning-together AGUIDE To successruL
- RTUP

e www.nesta.org.uk/scaling-together s G enys ol

* www.startupeuropepartnership.eu

Valerie Mo ber Lotnasa Biws
O ey

SCALING
Contact: TOGETHER
* @cdh1001

* christopher.haley@nesta.org.uk

ona
203 Cheistopher Haley
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