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If you want better startups in your portfolio, 
try asking these four questions 

 

Whether you’re a venture investor, an established company seeking to partner with startups, or a 
startup champion, these tried and true questions can help you better assess the status of companies in 
your portfolio. Their rigorous application will help identify blind spots of the founding management 
team and will lead to better investment and/or partnership decisions. 

Scalable technology-based startups must progress through three distinct phases during their formative 
years. They must search for problem-solution fit; they must survive by acquiring sufficient resources to 
advance through product and customer development; and they must eventually scale by adding new 
customers, new products, new partners and various other capabilities. The search, survive, scale stages 
are further defined by the need to identify and mitigate critical risks related to the management team, 
the market, the technology, the operations plan, the financial plan, etc. These risks can be thought of as 
a pyramid, with the market on the bottom, the “plan” in the middle and the finances on top. 

 

 

 

It will be clear to most why the market opportunity is at the base of the pyramid. High growth/investible 
companies are expected to generate outsized returns; as such, it makes no sense to pursue a market 
opportunity that isn’t large and a market problem that isn’t acute. This is where the first two questions 
come in: 

1. What is the customer use case? 
2. What is the economic value proposition? 

These questions are related, but different and stem from the realization that customers never buy 
because a product is “better,” they buy if the product helps them better address certain basic and/or  
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emotional needs, such as: 

- The product is meaningfully smaller, faster or cheaper 
- The customer’s revenues will increase as a result 
- The customer can better achieve regulatory compliance 
- The customer can reduce cycle time, or improve quality, etc. 
- The customer gains prestige and/or a feeling of accomplishment 

Use cases are a great way of testing/increasing ones understanding of customers and to qualitatively 
test the value proposition. They can be built by rigorously seeking answers to two fundamental 
questions: i. How do potential customers behave today? ii.  How will their lives (or businesses) be 
improved after they become your customer? Investigating and understanding customer behaviors is 
critical to developing successful products; it also helps entrepreneurs make their value propositions 
relatable to non-experts (investors, partners, potential employees, etc.), thereby increasing the 
probability of success as they seek to attract resources. 

An economic value proposition elevates the customer use case to a higher level. I once heard a venture 
investor say: startups are “simply math problems.” When comparing the proposed new product to the 
next nearest alternative, what are all the puts and takes from the customer’s perspective? It is usually 
easy to compare selling prices, but complex products and/or complex value propositions often require 
us to quantify certain subjective benefits. What is the value of size, weight, better quality, better service, 
one-day shipping, etc.? What is the cost of adding a new supplier, conducting internal testing/validation, 
changing out other parts of a system to accommodate for a new invention, completing additional 
certification or regulatory testing? How much better does the math have to work out to in order to 
compensate for the risk a customer assumes when integrating a startup and/or an unproven technology 
into its supply chain? The economic value proposition is a methodology that fully captures the 
customer’s net benefit of implementing a new innovation. 

It has been said that successful startups must “only” do two things: 1. Develop intimate customer 
knowledge; and 2. Execute flawlessly. The second part of this formula leads us to the second set of 
questions: 

3. What is the best business model? 
4. What is the go-to-market plan? 

A business model can be simply defined as the means by which a startup will generate profits. What 
product(s) or service(s) is it providing to which customer(s) and what is the value capture mechanism? 
Will revenues be generated through product sales, licensing fees, subscription or usage fees, service 
contracts, etc.? On the other side of the ledger, it is important to contemplate how products or services 
will be produced and delivered. Will the startup build a factory or partner with a contract manufacturer? 
Will it sell directly or through some intermediary? Does the business model require that certain 
partnerships be established?  

For B2B startups, there is another big question: where should it position itself within the value chain? A 
specific innovation might be integral to value creation, but isolated from value capture without proper 
consideration. This problem can be especially acute in oligopolistic markets where intended customers 
are few and their bargaining power is high. Consider a component-level invention that enables lower 
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cost, more compact, higher fidelity blood glucose readings. On its face, this would seem to be valuable 
to diabetic patients and might enable a highly differentiated blood glucose meter (implying value to 
medical device companies). While the value proposition seems compelling and a premium 
product/premium price strategy seems reasonable, the value capture mechanism is not obvious. The 
startup may likely have limited leverage with medical device companies, especially if its technology is 
not completely de-risked. Furthermore, it will need to depend on its medical device customer(s) to 
properly monetize AND be willing to pay for its invention. 

The 4th question focuses on the go-to-market plan. Said simply, what is the roadmap that a given 
startup will follow to get from its current state until it reaches some future state? Common future states 
include sale of first product and positive cash flow generation but others can be substituted depending 
on the specific situation. 

Go-to-market plans can be thought of as gap analyses. Looking forward, what are the key business 
objectives and what are the measures of success? Startups often do this reasonably well when it comes 
to their technology and/or product(s), but many fail to plan holistically, considering other business and 
strategic elements, including: rounding out the management team; recruiting and hiring critical human 
resources; customer development; regulatory preparedness; IP strategy; market and competitive 
analyses; financial modeling; manufacturing readiness; cost planning; etc. 

Developing and documenting a go-to-market plan does not need to be overly complicated, nor time 
consuming, nor should the plan be static. Many large technology companies have successfully adopted 
the OKR (objectives and key results) methodology for setting quarterly objectives and creating 
organizational alignment without dampening creativity and flexibility. 

 

About LTM Ventures 

LTM Ventures is a consultancy run by entrepreneurs who have successfully built and run numerous 
technology-based businesses. We advise startups and middle-market manufacturing companies to help 
accelerate innovation, resulting in the launch of meaningful and highly-profitable new products and 
technology-based businesses. 


