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EIGHT THINGS ALL STARTUP 
FOUNDERS CAN DO TO  
‘UN-FAIL’ THEIR STARTUP
STARTUP ONRAMP

Colin Kinner, Founder

Ninety percent of all startups fail. This stark reality is captured perfectly by Chris 

Dixon, a partner at Andreessen Horowitz, who said, ‘the default state of a startup is 

failure’. Startups are working against the odds, trying to displace much larger and 

better-funded competitors with strong brands and a loyal customer base, and doing 

so with a fraction of the resources they will ultimately need and only a vague idea of 

how they will accomplish it.

I have worked with several hundred startup teams as a mentor and investor. Some 

have been successful, and many have failed. I am convinced that most startup 

failures are caused by founding teams making predictable and avoidable mistakes. 

It pains me greatly to see startup founders unwittingly make mistakes that others 

have made before them, and much of my professional life these days is focused 

on helping first-time founders to short-circuit this learning curve and emulate the 

behaviours of successful founders.

Following are eight things that I believe every startup founder can do to improve the 

odds that their startup will be successful, or to ‘un-fail’ their startup. 

1. THINK BIG
The success of a startup is a function of volume and value—‘volume’ being the 

number of customers it can serve, and ‘value’ being the value it creates for those 

customers, which in turn dictates the economic rent the company is able to capture.

Startup founders should aim to serve as large a market as possible (and most 

definitely a global, not just domestic market), and ensure that their product creates 

meaningful value for customers. I often see founders focused on too small a market 

(either a narrow niche or a narrow geography) or creating products that are only of 

marginal value to users. Either of these scenarios can be crippling to a startup, and 

in combination they can be fatal. 

Google uses the ‘toothbrush test’ to evaluate potential acquisition candidates—it 

asks, is this a product that a lot of people will use twice a day? Startups can apply 

the same mind-set when considering which market to serve and what product to 

build. Are there enough people who will rely on your product every day to make  

this an opportunity worth pursuing? (Remember that you could be devoting the 

next 10 years of your life to it, so the prize had better be worth the effort!)
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overseas companies. I recently met with a founder 

who was more than a year into his startup before 

he sat down and did some serious online research 

to see who he was really competing with. To  

his dismay, he found a much larger number of 

direct and indirect competitors than he had 

realised, including some large companies with 

deep pockets. 

A modest amount of competitor research is a 

great use of your time before you commit to 

building a product. I often suggest to founders 

that they adopt an investor mind-set before 

deciding whether to pursue their startup idea. If 

you think of yourself as an investor (in this case, 

of your own time and money), would you agree 

to an investment of that finite resource without a 

clear understanding of who else is out there and 

some idea of how you will compete?

If your research tells you that you can only ever 

be the Australian version of an existing overseas 

company, maybe you should rethink your idea.

3. TELL EVERYONE ABOUT  
YOUR IDEA
I am often asked by startup founders whether 

I think they should tell others about their idea 

before their startup has launched. Founders 

are often concerned that someone will steal 

their idea, and this fear leads to either keeping 

their idea a secret or asking people to sign a 

confidentiality agreement before talking to 

them. In my view, neither of these approaches  

is helpful for most startups. 

Keeping your idea a secret is depriving you of 

valuable feedback from others who may have 

useful insights. It is also preventing you from 

making connections with customers, mentors, 

investors and others who can help you on  

the journey. 

In more than 20 years of working with startups, 

I have not seen a single instance of someone 

stealing another person’s startup idea. Why? 

Ideas are just not that valuable. Millions of 

people in the world have startup ideas. Most of 

those ideas will prove not to be valuable. What 

matters is execution. 

Big does not have to be broad. Companies like 

Fame & Partners are having a huge impact on 

online fashion, not by trying to be all things 

to all people, but by focusing on a segment in 

which they can become the category owner—in 

this case, formalwear, which just happens to be 

a $6 billion a year market. By excelling at online 

formal dresses, Fame & Partners has built up 

a loyal following of customers who love their 

custom-designed dresses and recommend 

them to others. It helps that Fame & Partners 

is competing mainly against bricks-and-mortar 

retailers and large, established companies 

whose businesses are ripe for disruption.

Startups should focus on a narrow enough 

group of customers that every customer will be 

an advocate and recommend them to others. 

Referral is the cheapest form of customer 

acquisition, and for this reason it is better  

for a startup to have a small number of  

early customers who love their product than 

many customers who just like it a bit. Over  

time, the product offering can be expanded  

to broaden the customer base.

As noted by Marc Andreessen, co-founder of 

Netscape and co-founder of venture capital 

(VC) firm Andreessen Horowitz, ‘software 

is eating the world’. Every industry is being 

disrupted by software companies, resulting 

in massive shifts of economic value from old 

companies to new ones. There are countless 

opportunities to build companies capable of 

disrupting multibillion-dollar markets, so why 

create a company that is serving a narrow niche 

or focused just on the Australian market?

2. DO COMPETITOR RESEARCH
One of the most common reasons that startups 

fail is that they build a product that already 

exists. There is no need to be the first in the 

world to do something (just look at Apple’s 

success as a fast follower), but it is also not a 

good strategy to be the 100th to do something. 

Having some competitors is good because it 

validates that the opportunity exists, but too 

many Australian startups are building products 

that compete with large numbers of well-funded 
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and the Validation Board from Lean Startup 

Machine. Both focus on getting founders out of 

the building and engaging with customers.

A similar argument can be made for engaging 

with customers instead of writing business 

plans. Writing a business plan for an early-

stage startup is one of the least valuable ways 

founders can spend their time and is largely 

an exercise in creative writing because most 

of what goes into a business plan is pure 

speculation. As Franck Nouyrigat, co-founder 

of Startup Weekend, puts it, ‘Business plans are 

as good as following directions given by a blind 

chimpanzee’.

5. BUILD THE RIGHT TEAM
The ideal startup founding team has a mix 

of skills spanning sales, domain knowledge 

relevant to the target market and tech skills to 

build the product. Yet I see many startups with 

a sole founder who, in many cases, lacks domain 

expertise and/or tech skills. 

Sole founders generally struggle for several 

reasons:

1. Startups require a diverse mix of skills, and it 

is extremely rare for a single person to have 

all the bases covered.

2. The amount of work needed to build a 

successful startup is massive, and one person 

simply cannot get it done quickly enough.

3. Founders need to be able to bounce ideas off 

each other and test their thinking. No amount 

of mentoring can make up for an absence of 

co-founders.

4. Startups are hard, and having others with  

you on the journey provides much-needed 

moral support to help you get through the 

tough times.

Having tech skills is also vital to building tech 

companies. Australia has a disproportionate 

number of startups in which the founding 

team has no tech skills and instead outsources 

product development—either to a local 

or overseas agency, or to freelancers via 

platforms such as Upwork. I think this is a 

recipe for disaster and can only think of a small 

The same logic applies to disclosing your 

startup idea to investors. Any reputable investor 

lives or dies by the strength of their reputation, 

so there is absolutely no sense in an investor 

stealing your idea. They have better things to  

do with their time, and the feedback you will  

get from good investors more than outweighs 

any risk there might be in talking to them  

about your idea.

As for confidentiality agreements, it is rarely a 

good idea to ask someone to sign one before you 

tell them your idea. Do not ask investors to sign 

them because the answer will always be ‘no’.

There is one scenario in which it might be wise 

to keep your idea a secret, which is when your 

product is patentable (and worth patenting) and 

you have not yet filed a patent application. In 

this case, a public disclosure of the idea may be 

enough to prejudice any future application for 

a patent. This issue can generally be avoided by 

limiting what you disclose to generic information 

that does not give away the ‘secret sauce’, or by 

filing a patent application first. 

My advice to startup founders is to always be 

pitching and always look for opportunities to 

tell others about their idea and gain valuable 

feedback.

4. TALK TO CUSTOMERS BEFORE 
YOU BUILD ANYTHING
Just about every startup founder knows the term 

‘lean startup’, but, sadly, owning books such as 

The Lean Startup by Eric Ries or Running Lean 

by Ash Maurya is not enough. Startup founders 

need to validate their startup idea with customers 

before they start building their product.

I have seen too many startup founders burn 

through their cash reserves building a product 

before engaging fully with potential customers. 

Founders can end up wasting many thousands 

of dollars and months of their lives building a 

product before validating that it solves a real 

problem and can be monetised.

Some great (and free) tools can help founders 

validate their problem and solution hypotheses—

including the Lean Canvas by Ash Maurya 
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companies. Having small and large startups 

co-located is therefore vital to capturing the 

learnings of companies as they grow. 

Fundraising is one area in which founders 

benefit most from the experience of others. 

Raising a funding round is a difficult and time-

consuming task for any startup founder, and 

probably the area in which first-time founders 

struggle most.

Many founders do not understand how 

investment works, or what investors are looking 

for, and as a result spend a lot of time pitching 

investors before they are ready or approaching 

the wrong investors.

Startup founders need to build relationships 

with investors over time rather than show up 

and ask for a cheque. Good investors like to get 

to know founders before they pitch for funding 

and are happy to offer them advice. As the 

adage goes: ‘If you want to raise money, ask for 

advice. If you want advice, ask for money’.

Getting fundraising right is crucial for startups 

because they have a finite runway and cannot 

afford to spend time talking to investors who 

will never invest. I often tell startup founders 

that their job is to find investors who share 

their vision and deeply understand the problem 

they are solving, rather than attempt to convert 

investors who either do not understand their 

business or are sceptics. 

7. GET THE COMPANY NAME  
AND BRANDING RIGHT
If I wanted to start a company called Facebook 

today, I would not be able to have the domain 

facebook.com (for obvious reasons)—nor would it 

make sense for me to try to register facebook.io, 

facebo.ok, getfacebook.com, facebookapp.com 

or any other variant.

Still, I see lots of startups making this mistake 

and compromising the strength of their brand 

from the outset by choosing a name for which 

the dot-com domain is not available. Instead, 

they settle for an inferior domain such as 

[company].io or .biz or engage in domain hacks 

such as the examples cited earlier. I strongly 

handful of startups that have ever succeeded 

from this position.

As several prominent Australian investors have 

pointed out, a tech company that lacks tech 

skills within the team is simply not investible. 

Australian VC fund Blackbird Ventures refuses 

to invest in companies whose tech capability is 

outsourced to an agency. According to a 2017 

blog post by Blackbird partner Nick Crocker, 

‘Employees care 10x less than founders. And 

agencies care 10x less than employees’.

Pre-revenue startups need to conserve cash, 

and haemorrhaging cash to pay an external 

developer is a poor alternative to having the 

tech skills in the team and available at little  

or no cost.

6. SEEK OUT ADVICE FROM 
EXPERIENCED FOUNDERS
The Australian startup ecosystem is growing 

rapidly, but is still immature, and a large 

proportion of Australian startup founders 

are doing their first startup. These founders 

need guidance from others who have done it 

before, but unfortunately, experienced founders 

(especially those who have been through the 

startup loop multiple times) are in short supply.

My advice to first-time founders is to surround 

themselves with experienced founders, investors 

and others who have worked with large numbers 

of startups. Doing so will help them to short-

circuit the learning curve and avoid making 

predictable mistakes. Being part of a startup 

community is a great way to benefit from the 

learnings of others. The larger and more diverse 

the community, the more valuable it is as a 

source of peer learning. 

The emergence of large-scale startup hubs is 

starting to make it much easier for new startup 

teams to learn from more mature startups. 

One of the important roles of these hubs is to 

accommodate larger startups (or ‘scaleups’) as 

their teams grow, avoiding having them leave 

the startup community prematurely to find 

space to grow. These more mature companies 

have experience that is valuable to earlier-stage 
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Unfortunately, this approach has two major 

drawbacks: first, it fails to recognise the 

reality that in most startups the founders’ 

contributions are not equal. Some investors 

view an equal split of founder equity as a  

sign that the team makes lazy decisions or is  

unable to have a robust conversation about  

the relative contributions each will make to  

the company. 

The second issue relates to issuing shares  

up-front. It seems reasonable enough for  

co-founders to issue shares when the company 

is incorporated. However, problems arise if one 

of the founders quits in the early stages, as 

often happens when things get tough, or when 

financial pressures mean that a founder needs  

to get a job to cover their living costs. 

This scenario is surprisingly common, and  

one that sees the departing founder walk  

away with a large chunk of the business and 

become a passive shareholder. This situation 

can be a major demotivating factor for the 

remaining founders (who are working their 

backsides off but for no additional benefit) 

and makes the company much less attractive 

to investors.

A better approach is to adopt ‘founder 

vesting’, in which each founder earns their 

equity in the business over time, which is 

contingent on their ongoing involvement. 

Typically, a founder vesting schedule has two 

components: a one-year cliff and monthly 

vesting (Figure 1). A ‘one-year cliff’ allows 

for 25 percent of each founder’s shares to 

vest at the end of the first year. If they depart 

within the first year, they forfeit all their 

shareholding on the basis that they really have 

not contributed much value to the company. 

The second component is ‘monthly vesting’, 

in which the remainder of their shareholding  

is vested in equal instalments over the next 

three years. 

Founder vesting is important because it allows 

for the departure of founders in the first few 

years of the business without causing major 

harm to the company’s prospects.

believe that Australian startups that plan to go 

global should have the dot-com domain from 

the outset.

Apart from causing confusion among customers 

and making it harder to find the company, the 

biggest issue I see with this brand compromise 

is that it signals weakness. As pointed out by  

Y Combinator founder Paul Graham, startups 

that choose a marginal domain are often viewed 

as marginal companies.

A great name should have the following 

attributes:

• Is short (ideally no more than ten letters and 

three syllables)

• Is memorable (think Google, Uber, Atlassian; 

avoid names based on descriptive terms)

• Is easy to spell (if you tell someone the 

company name, can they reliably spell it back 

to you?)

• Is easy to pronounce (and not ambiguous)

• Has a dot-com domain that is available to 

register or to purchase for a modest fee (get 

the .com.au as well, but it is not as important 

as the .com)

• Avoids domain hacks (such as hyphenation or 

use of .io, or .biz)

• Has social media accounts that are available 

• Does not infringe any other company’s trade 

mark (a trade mark attorney can help with this)

• Is flexible (does not describe what the 

company does too narrowly, ensuring that the 

name can still be used if the company pivots 

to a slightly different product or market)

It is getting harder to come up with good 

startup names, but my advice to founders is not 

to settle for a mediocre name. Keep working on 

it and make offers on multiple domains that are 

available for sale, and your efforts will pay off. 

8. IMPLEMENT FOUNDER 
VESTING 
Most startup teams are reasonable people and 

want to split the equity in the company equally 

among the founders from the outset. 
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and mentors in Australia who can provide good 

guidance to first-time founders. Those who 

engage fully in their local startup community, 

seek out high-quality guidance and are prepared 

to work hard have a great chance of success, and 

I’m looking forward to seeing more of them build 

globally meaningful companies.

CONCLUSION
There are plenty of pitfalls that can lead to 

startup failure, but fortunately there are also 

some reasonably simple things that any startup 

founder can do to improve the odds that their 

startup will be successful. There is also a growing 

pool of experienced entrepreneurs, investors 

FIGURE 1. The two parts of a founder vesting schedule
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STARTUP ONRAMP

315 Brunswick St

Fortitude Valley QLD 4006

Australia

Tel: +61 411 122 976

Web: www.startuponramp.com

COLIN KINNER
Founder

Email: colin@startuponramp.com

Colin is the Founder of Startup Onramp, a 

training and mentoring program for first-time 

startup founders. Having worked with several 

hundred startup teams over two decades, he 

has a depth of experience that is rare in the 

Australian startup ecosystem. Colin has also 

served on the boards of several venture-backed 

technology companies and managed early-

stage venture funds in Australia and the U.K. He 

is a strong advocate for growth of the Australian 

startup ecosystem, having authored the 

StartupAUS Crossroads Report for three years 

running and advised on a wide range of projects 

to develop the Australian startup ecosystem. 




