

  

    [image: Cover]

  




  

    DEAR READER,




    We would like to know your opinion about 
our books. After reading this book, 
follow us on facebook.com/editoragentebr,




    Twitter @EditoraGente and Instagram @editoragente




    and visit us at www.editoragente.com.br.




    Sign up and send us your suggestions, criticisms, or compliments.
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    Publisher’s note




    It seems obvious, but being an entrepreneur is not an easy mission, worse still in a country with high entry barriers for new companies. Where companies hardly survive their early years, and our education is not focused on problem-solving and perseverance but rather on memorizing ready-made formulas. In this context, Startups: The Art of Getting F*cked Every Day and Not Giving Up appears as a breath of fresh air that shows us the real business world and teaches us how to learn from the inevitable mistakes of the entrepreneur’s journey.




    I met Israel Salmen, CEO, and founder of Méliuz, three years ago, and I have always admired his efforts to make his startup a successful company. In this book you are about to read, Israel unites his years of experience in entrepreneurship with the whole entrepreneur journey of Lucas Marques, the COO of Méliuz. Together, they show us all their perseverance in making Méliuz the leading company that it is today and the first startup to do an IPO in Brazil. Both authors are clear examples of how determination and persistence will take you far. In this book, you have an actual manual on real day-to-day entrepreneurship. Also, it’s a manifesto about how a not-giving-up mindset makes all the difference in building your company.




    Join us on this journey behind the scenes of Méliuz. You will learn that, when it comes to entrepreneurship, the most important thing is not how many times you stumble but how many times you get up to face this adventure!




    Rosely Boschini




    CEO and publisher of Editora Gente
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    Great Méliuz family,




    thank you for your daily effort and 
for always keeping the #dayone feeling.




    Special thanks to my father, Modad, my mother, Lana, 
my sister Martina, and my wife Angélica, 
for the unconditional support and freedom you have always 
given me to chase my dreams.




    Israel Salmen




    ***




    I would never have been able to achieve anything without




    the support and everything I learned from my family:




    my mother, Lucia; my father, Alex; and my sister Vanessa.




    And it would be impossible to live this journey without the strength




    and partnership of my wife, Isa. I love you more than anything!




    Thank you for everything you’ve done and keep doing for me!




    I also thank Méliuz’s team and my partners,




    who have built with me this story that we will tell you




    in the following pages and who have




    become lifelong friends of mine.




    Lucas Marques


  




  

    Foreword




    When Israel invited me to write the foreword to the book he was about to write with Lucas, he told me that the title would be Startups: The Art of Getting F*cked Every Day and Not Giving Up. I was so excited!




    First, it would be a great honor to be able to write the foreword to this book. Second, it was an even greater honor to have followed this story being built up close. That’s why seeing it recapped and shared through this book fills me with pride. Lastly, being an entrepreneur myself, I am convinced that the two could not have chosen a better title for the book. Besides working as a practical guide for Brazilian entrepreneurs, it says a lot about how the story of Méliuz has unfolded.




    Perhaps this title will be the Brazilian version of Elon Musk’s1 famous phrase: being an entrepreneur and building a startup is like “eating glass and staring at the abyss. After a while, you stop staring, but the glass chewing never ends.”




    The Urban Dictionary defines F*ck Up as follows: “To mess things up; to make the same mistake repeatedly.”2 Anyone who is also an entrepreneur, or works at a startup, knows precisely what the authors mean by that. And fortunately for us readers, Israel and Lucas have done us a great favor by sharing their learnings so we can avoid making the same mistakes.




    My story connects with Méliuz’s in 2015. My partner Mate and I had just completed the transaction that sold a significant share in our first company, Printi, to an American group that wanted to enter the Brazilian market. A few months earlier, I got to be an official Endeavor Entrepreneur. Endeavor is an organization that supports high-impact entrepreneurs. Ofli came to visit me at our factory because he was also being considered in the Endeavor admission process, and it would be up to me to assess Méliuz’s fit with the organization.




    Even though it’s been over six years since then, I remember this meeting as if it had been yesterday. What struck me most at the time was our conversation about culture. Ofli told me all about the first company he had founded with Israel, Solo Investimentos, and about the many mistakes they had made in the company’s cultural sphere. In his words, they had set up a company they didn’t like to work in and weren’t happy with. By not intentionally focusing on the company’s culture, they created an environment that did not necessarily bring out the best in the team and the company itself. According to Ofli, they made a vow that this would never happen again. In addition to the discourse and commitment, what struck me most was how they were already putting everything into practice at Méliuz. It struck me because, as an entrepreneur myself, I know this is all much easier said than done.




    I felt that I had learned more from him than he had from me, even though I was in the “mentor” position in that situation. I liked what I was listening to and the motivation and energy he carried with him so much that I asked him if he would let me invest in the company at that very moment. Fortunately, Méliuz was in a fundraising moment, and it made sense for them to accept us as part of the group of investors. So, I made my most significant angel investment up until then, and our partnership began.




    Over the years, we have lived many remarkable moments together. Starting with the various investment rounds—some of them quite hairy—in which Mate and I collaborated “behind the scenes.” We helped refine the fundraising strategy, made the ideal list of funds, and reviewed the materials that would be used. I remember the Project War well (Projeto Guerra, in Portuguese), about which you will learn more soon. I remember firsthand the concern I expressed to them at that delicate moment. Also, regarding the Project War, I remember when “the Smurfs” entered the neighborhood where I lived in São Paulo as part of their expansion. I found the photos I sent to Ofli by browsing our WhatsApp history to compose the foreword to this book, and it was like a movie played in my head. I also have remarkable memories of each of the Black Friday campaigns that followed: every year, we hit a new sales record! Finally (or rather: still just getting started), it is impossible not to mention the IPO day. It was a historic moment not only for Méliuz but also for the entire technology ecosystem in Brazil. I haven’t been present physically, but I’ve followed the company’s unforgettable Day One online.




    All this was only possible because Israel, Lucas, and Ofli—even though he didn’t write this book officially, he is present in every line—are true entrepreneurs, with body and soul. Restless, resilient, and focused on the long term, they have an uncanny ability to deal with uncertainty and an almost supernatural ability to learn quickly and adapt to any need. They can also have fun along the way: humorous, optimistic, and positive are adjectives that describe them well. Also, they are very consistent in everything they say and do. They are so consistent that, years after our first conversation about business culture, I saw the whole market recognize the cultural differential that Méliuz built. This feature was even mentioned by several investment banking analysts covering the IPO at the time. Méliuz definitely proved that “culture is not about beautiful phrases painted on the wall.”




    Every entrepreneur knows there is no perfect recipe for entrepreneurship nor a safe path to success. Every company is different, and Méliuz found the perfect combination of people, market, business model, timing—and grit!—that worked. The Méliuz way of doing things. And that way of making things happen, even if they have already reached significant milestones, will still take them far.




    Engaged with the community, Israel and Lucas are active in the startup market—in Belo Horizonte, their hometown, or all over Brazil. The two are investors in Canary, the fund I helped put up to support entrepreneurs across Brazil. Whenever they speak well of a company or some entrepreneur, we pay attention because we know good entrepreneurs know how to identify one another. Méliuz’s team is very generous with their time, and I know of several entrepreneurs they have mentored. As with the topic of culture, Israel and Lucas are examples of giving back. Consistent. And this book is a testament to their commitment to giving back to the community more than they got from it.




    My history and the history of Méliuz are intertwined, just as the history of Méliuz is connected to the history of Brazilian technology entrepreneurship. I can’t describe the pleasure of reading about how Israel and Lucas broke down a goal of achieving 25,000 new accounts monthly a few years ago, then connecting this with the first result they disclosed after going public in the first quarter of 2021 of 25,000 new accounts daily. They chewed a lot of glass. From the apartment room where they started to the listing of their IPO. A lot of resilience, a lot of fighting, a lot of blood, sweat, and tears. Of being f*cking great.




    They themselves write at the end of the book that “entrepreneurship is a journey that has no end.” I couldn’t agree more. And I confess that after reading this book and learning more—besides remembering!—about everything they’ve been through on their journey so far, I can’t wait to find out what else the future has in store for them. So, I invite all readers to follow me through the magical entrepreneurship journey. Let’s immerse ourselves in the story of two of the most successful entrepreneurs of our generation and the more than special company they created from scratch, Méliuz.




    Florian Hagenbuch




    




    

      

        1  Eating Glass and Starting Up | Elon Musk (Iron Man). (2015, January 28). [Video]. YouTube. Retrieved September 29, 2022, from <https://youtu.be/yZlHbjxtECg>.


      




      

        2  F*CK Up. (2009, January 29). In Urban Dictionary. Retrieved September 29, 2022, from <https://www.urbandictionary.com/define.php?term=F*ck%20up>.


      


    


  




  

    Introduction




    Israel’s heart was pounding so hard it felt like it wanted to rip out his chest. He panted. He felt short of breath as if there was no oxygen there. His admission to the hospital alone, in the middle of the night, was not easy due to language problems. In 2018, he was in Eastern Europe, in a country that spoke little English. He felt anxiety, worry, and loneliness at being so far from home.




    Not to mention that the time zone difference prevented anyone in Brazil from helping him. It took four hours for a doctor to see him. First, he went through the hospital triage, where he was asked to take off his shirt. Then, in a painstaking manual effort, they attached electrode by electrode on him to perform the electrocardiography. It would be the first of his life.




    The diagnosis, which was only conclusive after returning to Brazil almost three weeks later, surprised him: a panic attack. He had had an attack during his first vacation since he founded Méliuz in 2011. He, who had always taken great pleasure in working, felt firsthand the consequences of an accumulation of workload and anxiety.




    He solved the problem in the same way as an entrepreneur would deal with a crisis in their company: he identified what had been the trigger and the basis of the complication, and then he looked for solutions.




    Entrepreneurship has its price—and it’s not a cheap one. It goes through mental health, bad nights’ sleep, unbalanced meals, and many, many frustrations. But we will discuss all this later, and you, dear reader, will understand how we deal with the reality of entrepreneurship.




    Why are we here?




    We, Israel and Lucas, respectively, CEO and COO of Méliuz, started this book by telling the episode of Israel in the hospital, as it represents, in a way, what you will read in the following pages. There are already many books praising the success of entrepreneurs and companies, but this one will be about mistakes and failures. So, we will put our egos aside to tell you all the details of our mistakes, frustrations, and failures along our entrepreneurial journey.




    So, expect to find only few achievements in the pages to come. In the following pages, we’ll name people who helped us on this journey less than we’d like. But know this: without Méliuz’s team, we wouldn’t be here to tell you about the problems we faced. We made mistakes, and our team helped us find the solutions. However, since this book’s primary focus is what we did wrong—and how our missteps can help you avoid making the same mistakes—we will mention a few names, and many wonderful people who have helped us will go unmentioned. And, of course, we will use fake names or omit some information to preserve the identity of whoever was behind some of the unsuccessful decisions.




    Whenever an entrepreneur thinks the situation is calm, there is always some news that change everything. And all of a sudden, what the entrepreneur expects the least goes wrong. In other words, entrepreneurship is a roller coaster with thorns in the seat without any kind of lock or protection for the riders. One moment you think your business is a billion-dollar idea, the next, you believe that anyone could do it better than you. Or, then, you find out that someone is already doing it, and you are the only one who didn’t know that.




    So let’s say it one more time: don’t expect inspiring success stories or a step-by-step list of how to create a billion-dollar business. You can do something else if that’s what you’re looking for on the next pages. Instead, we aim to keep it real for those who dream of building a business. And for this, we will go through several points of the entrepreneur’s journey: problems with partners, difficulties with investors, challenges with the company’s culture, and so forth.




    We have made mistakes at various points in our history, but we have learned a lot from each of them. We hope that these learnings will do the same for you.




    Enjoy reading!




    About Méliuz




    Méliuz is a tech company that started by developing a marketplace that gives users cashback, discount coupons, and offers when they purchase something in more than eight hundred partner online stores. In 2019, it also started offering financial services in partnerships with banks and fintech companies. In 2020, Méliuz reached the mark of 14 million users.3




    That same year, it became the first startup to make an IPO on the Brazilian Stock Exchange. Then, in 2021, it began its internationalization project by acquiring Picodi.com, which is present in 44 countries.




    




    

      

        3  CAMPOS, A. (2021, January 11). Ação da Méliuz bate recorde e alta supera 100% desde estreia na bolsa. Valor Investe. Retrieved September 29, 2022, from <https://valorinveste.globo.com/mercados/renda-variavel/noticia/2021/01/11/acao-da-meliuz-bate-recorde-e-alta-supera-100percent-desde-estreia-na-bolsa.ghtml>. [In English: “Méliuz’s share breaks a record and has a rise of more than 100% since its debut on the stock exchange”]
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    PROJECT WAR




    




    “YOU ALL KNOW THAT THE STARTUP OF THE YEAR IS YOUR STARTUP. EVERY ENTREPRENEUR KNOWS HOW MUCH WE FIGHT, HOW HARD IT IS, HOW MANY SLEEPLESS NIGHTS WE SPEND WORKING, AND HOW WE GO THROUGH HARDSHIPS. EVEN SO, WE PERSIST . . .”




    The excerpt above is part of the speech given by Lucas when Méliuz won the Startup Awards at the Annual Conference on Startups and Entrepreneurship (CASE – Conferência Anual de Startups e Empreendedorismo, in Portuguese) in 2016.4 It was a moment of fulfillment for all of us, mainly because it had been an excellent year. Full of challenges, but wonderful nonetheless. Climbing the stage stairs and receiving the award was symbolic for us in concluding those last twelve months.




    Furthermore, that year, Ofli and Israel became Endeavor entrepreneurs after a very rigorous selection process. It began in 2015 and involved two stages in Brazil and one abroad. In all stages, they had to be approved unanimously.




    It was also in 2016 that we managed to get our venture capital investment round with Monashees, one of the largest venture capital funds in Brazil,5 Lumia Capital, from Silicon Valley, and FJ Labs, from the great entrepreneur Fabrice Grinda, founder of OLX and today one of the most active angel investors in the world.




    We were sure we were like a rocket about to take off. Apart from being approved by Endeavor, getting the Startup of the Year award, and receiving the news about the investment funds, our figures also helped to strengthen this feeling. We generated BRL 540 million sales for our partners—almost twice the previous year. Nothing could stop Méliuz.




    Gunpowder and Spark




    On the morning of January 16, 2017, we came across an article in Diário do Comércio, a newspaper from the state of Minas Gerais in Brazil, which announced another cashback startup beginning operations in Belo Horizonte in less than two months, on March 15. Méliuz was born in Belo Horizonte, capital city of Minas Gerais. It was also where most of our team was located. For our story, let’s call this competing startup Smurfs, the nickname we gave them at the time. This news made Israel, CEO of Méliuz, very apprehensive. Although our company is solid, we were fearful of the Smurfs’ business model at the time. They worked in traditional, physical commerce—restaurants, shops, and gas stations, through credit and debit card machines. In their model, you would make your purchase as usual but pay on their device and get cashback on the spot. So, whoever was by your side would know that because they would witness the live experience—and consequently would tell more people, which would take the business to a viral level. At that time, our model was different. Our customers used our services when they were alone, often at home, during online purchases, which tend to occur less frequently than in-store purchases.




    Can you imagine the feeling? Having your company in Belo Horizonte since 2011 and feeling that another company, younger, from elsewhere, would arrive in your city and hit the headlines everywhere? And worst of all, not only did we already know that startup, but we had mentored their business.




    Months before, we had received the Smurfs in our office in Belo Horizonte, and, at the time, they only operated in the countryside of São Paulo state. We have always had good relations with our competitors because we believe they may become partners someday. On that occasion, we exchanged good ideas about the startup market, the entrepreneurship landscape, and the cashback segment. We had coffee, Pão de Queijo,6 and a friendly chat. The idea was to create a relationship of trust so that, who knows, we could do something together in the future.




    We could never have imagined they would arrive in our city—and busting the door down, at that. The feeling was one of betrayal, and it stirred up our emotional stability. At that moment, we thought, Why didn’t they talk to us before? Why did they choose Belo Horizonte specifically as one of the first places to start their expansion? For us, nothing about that made any sense.




    We racked our brains, trying to decide what to do. If we just acted as if nothing was happening, we could miss out on a massive opportunity and end up without market share.




    That’s when Israel decided to get in touch with the Smurfs. We made a video call and said, in all honesty in the world, “Man, since you’re coming to town, why don’t we do this together? How about we think of an investment? We can join our companies and fight this battle side by side.” Our business was complementary to theirs. Méliuz was already the largest cashback website in the e-commerce segment, and they were doing a good job in physical commerce. Between the lines, we made it clear that we had cash in hand, and it would make much more sense to create a partnership than to compete in the same city and segment.




    The answer from the Smurfs’ CEO was the final jab, the spark needed to start the fire, “Look, we don’t think it makes sense to do anything together right now. We appreciate your proposal, but we don’t want any kind of partnership now.” It was as if the computer inside Israel’s head had a glitch. We were angry, outraged, mad, furious. At that moment we decided that we were going to war!




    The First Battle




    Enraged by what was happening, we bought the fight and sold it to the entire team of Méliuz. Thus was born the Project War (Projeto Guerra, in Portuguese). We totally convinced our team to turn against the Smurfs. After all, you don’t start a war alone; you need soldiers—and soldiers who believe in you. A week after Israel had read the news, the war was already declared. The teams had already been relocated. It was possible to see in the eyes of each of our employees that they had joined in that battle. Now it was for real.




    Do you remember their service would start functioning in less than two months in Belo Horizonte? So, we would need to get to the physical market basically on the same date without ever having done anything like that. It was as if we had to create, in just two months, a new company with new processes, partners, and technologies.




    We also thought we would need to know all their weapons to fight them. And with that idea in mind, we came up with a plan. First, Lucas would go to Ribeirão Preto, the hometown of the Smurfs, to observe how they operated.




    It would not be just any trip to Ribeirão Preto. It would be a James Bond-style investigative endeavor—hotel accommodation, interviews with the Smurfs’ partner merchants, asking people on the streets, and anything else you can think of. Lucas’ mission was to thoroughly analyze how their service worked and how satisfied partners and users were.




    He discovered, then, that they were the talk of the town. The Smurfs’ partner shopkeepers said the Smurfs solution had increased sales, and users seemed enthusiastic about the business.
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