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PRAISE FOR ZERO RISK STARTUP


Zero Risk Startup is not only a book; it is a mindset. In the abundance of contemporary entrepreneurship content, Zero Risk Startup easily stands out with its incisiveness, practical ideas, and hands-on approach to starting and scaling a business. As a reflection of Paulo’s brilliant mind, wealth of business experience, and cultural background, Zero Risk Startup’s methodology continues to inspire and educate thousands of entrepreneurs around the world. This book is a must-read for anyone who is serious about entrepreneurial success.


—Ana Barjasic, board member, European Innovation Council


Paulo has been a thought leader at GEN for more than a decade for a good reason. His sessions at the annual Global Entrepreneurship Congress are always packed, and he has helped build the Global Business Angels Network as a means of getting the right capital in the right hands at the right time. Zero Risk Startup summarizes this thinking and offers a succinct analysis of what risks founders have to worry about and how to mitigate them—whether market, financial, tech, or operational. With 75 percent of businesses failing and only 18 percent of first-time founders succeeding, Andrez’s insights could not be more timely and important for both entrepreneurs and those trying to enable them.


—Jonathan Ortmans, president, Global Entrepreneurship Network


As a Canadian serial entrepreneur, turned angel investor, turned VC fund manager, I have seen my share of risk in life, many of which could have been avoided with the right discipline. I am currently founding partner and chairman of Panache Ventures, the most active preseed to seed stage venture capital investor in Canada. At Panache, we see north of three thousand opportunities every year, and we will invest in less than twenty companies. The main reason we pass on an opportunity is risk: the returns are not worth the risk. Founders often downplay the risks that are inherent to all startups.


In this book, Paulo demonstrates that most risks can be mitigated and avoided. Of course, it is difficult to avoid risks that we do not control, such as health, war, economic downturn, and market trends, but we can mitigate many of them with the proper planning. A must-read for founders who are still evaluating their entrepreneurship options going forward.


Entrepreneurship is a risky business. As a founder, it is your duty to mitigate these risks for peace of mind and ultimately success!


—Mike Cegelski, founder and chairman, Panache Ventures, Canada


Paulo’s presentation in Melbourne, Building a Zero Risk Startup, was unreal! It was incredibly insightful and offered a paradigm shift on the approach of setting up a new business for success. Paulo’s personal insights on how investors and funding institutions operate and think take out all the guesswork for founders. Paulo provides data-backed startup tools and tips, all of which are cleverly engineered to be simple yet effective. I think all founders and ecosystem builders should be exposed to the Zero Risk Startup school of thought.


—Rebecca Duldig, iAccelerate, Australia


As the president of the African Business Angels Network (ABAN), I have had the pleasure of knowing Paulo Andrez for several years. During this time, Paulo has consistently proven himself to be a formidable force in the entrepreneurial ecosystem, not just as an individual and angel investor himself but also as an enabler and mentor for up-and-coming businesses and investors.


Paulo’s ability to distill complex concepts into easily digestible information sets him apart in this field. We have been fortunate enough to have him deliver workshops for ABAN, the Cairo Angels in Egypt, and our partners VC4Africa in South Africa. The impact has been palpable as not only did he provide valuable insights, but he also facilitated an environment that was conducive to open dialogue and constructive criticism—critical elements in the world of startups and investment.


I wholeheartedly endorse Paulo Andrez as a thought leader and educator in entrepreneurship and angel investment and recommend his book Zero Risk Startup, which is enriching on an individual level and has the potential to exponentially elevate our entire ecosystem.


—Tomi Davies, founder and president, African Business Angels Association (ABAN)


Intra- and entrepreneurs, get ready to soar. Just as skilled pilots navigate their aircraft through unpredictable weather, business trailblazers guide their ventures through turbulent times. Paulo Andrez, a seasoned entrepreneur with a track record of supporting thousands of startups, is your co-pilot on an exhilarating journey.


This is not your typical business book; it is a dynamic expedition from mastering emotional intelligence to pinpointing and tackling risks head-on, all the way to attracting investors. Paulo’s expertise shines through as he translates theory into action with his battle-tested risk mitigation framework.


Zero Risk Startup is not a one-time read destined to collect dust on your shelf. It is a trusty companion you will find yourself reaching for time and time again. So fasten your seat belts, and get ready to embark on an adventure that will transform your business acumen and minimize risk, all under the expert guidance of Paulo Andrez.


—Joe Batista, chief creatologist, formerly of DELL Technologies and Hewlett Packard Enterprise


Paulo Andrez, my mentor during the development of InoCrowd, played a pivotal role in shaping not only my entrepreneurial journey but also the remarkable success of our company. His forthcoming book Zero Risk Startup is a testament to his profound influence.


Under Paulo’s guidance, I learned invaluable skills in crafting compelling pitches for potential investors, crafting robust business models, and identifying the ideal target audience for our open innovation platform. Perhaps most importantly, he instilled in me the wisdom to discern what is important and urgent for a business and to take risks. These lessons propelled InoCrowd to great heights and laid the foundation for my continued entrepreneurial endeavors.


Paulo Andrez’s mentorship has been a cornerstone of my professional growth, and I’m honored to be part of the narrative of success that he shares in Zero Risk Startup.


—Soraya Gadit, CEO and founder, InoCrowd


Zero Risk Startup isn’t just another book. It is a master class! When Paulo Andrez delivered his booked-out workshop in the Techsauce Global Summit 2023, he was able to reveal smart strategies for starting and running successful businesses with far lower downside risks than the traditional approaches. His knowledge featured in this book is real gold for any existing or new entrepreneurs, no matter the country, industry, or size of the business.


—Oranuch (Mimee) Lerdsuwankij, founder and CEO, Techsauce Global Summit (largest Southeast Asia tech conference); general partner, Venture Bridge VC


Paulo Andrez is an exceptional entrepreneur and investor, having a unique experience that he shares with the readers in his new book Zero Risk Startup. His fantastic workshop in São Paulo (Brazil) was a huge success not only for entrepreneurs but also for angel investors.


Every innovative venture has several uncertainties, so it is essential that entrepreneurs learn how to mitigate risks in the development of their startups, avoiding the repetition of known mistakes and consequently increasing their chances of success. The book presents an exclusive methodology (MEFLO) systematizing this mitigation in a practical and effective way.


Based on my experience as an entrepreneur for twenty-five years and an investor for fourteen years, within the increasingly competitive startup scenario, I consider this book essential for any entrepreneur planning to launch a new business. I really wish it had already been published when I started my endeavors.


—Cassio Spina, founder and president, Anjos do Brasil, Brazil


As a serial entrepreneur and an experienced angel investor, Paulo has profound understanding of the dynamics that govern success in the entrepreneurial arena. His insights into identifying, evaluating, and mitigating risks are invaluable, and this book encapsulates valuable knowledge to equip entrepreneurs with the tools they need to navigate turbulent waters. The case studies and real-world examples within the book offer practical guidance that transcends borders and industries.


Prepare to embark on a transformative journey with an author who not only understands risk but also knows how to conquer it. I wholeheartedly recommend this book not only to my fellow Chinese investors and entrepreneurs but to anyone aspiring to thrive in the global business arena.


—Eileen Wu, STEP Holdings, China


On the Shark Tank TV show, entrepreneurs’ dreams are often shattered in the blink of an eye. As a TV producer who has witnessed countless entrepreneurs pitching their ideas to our panel of industry titans, I’m sure that this book is a game changer.


Many entrepreneurs assume (wrongly!) that angel investors and venture capitalists like risk. But they really don’t. The vast majority of investors, including the Sharks, are primarily concerned with assessing risk and evaluating entrepreneurs’ mitigation strategies; otherwise, they will not invest.


I have known Paulo Andrez for more than fifteen years, and during this period, I’ve had the privilege of witnessing his unparalleled expertise and uncanny ability to navigate the treacherous waters of the entrepreneurial world and its risks.


In this book, you’ll find strategies, tactics, and real-world examples that will empower you to mitigate risks and make informed decisions on your entrepreneurial journey. Whether you’re an entrepreneur or a business owner, the lessons within the book will transform the way you approach risk and decision-making. This book is an inspiration and a key to conquering the entrepreneurial landscape, and I couldn’t recommend it more highly.


—Paulo Sousa Marques, executive producer, Shark Tank Portugal


Paulo Andrez is one of the clearest communicators in the world of startup investment I know. Based on his years of experience in all fields of business and investment, there is no one better to explain the fundamentals. Zero Risk Startup is a must-read for entrepreneurs.


—Modwenna Rees-Mogg, founder and editor, Angel News


Zero Risk Startup tackles the most important aspect of entrepreneurship: taking and mitigating risk. Paulo Andrez’s expertise shines through actionable advice that can benefit entrepreneurs at any stage and from any part of the world. Through real-world case studies, he makes complex concepts accessible and offers invaluable insights. The book is a must-read for those dreaming big to change the world through entrepreneurship.


—Dr. Chintan Vaishnav, chair, Startup 20 (G20 India Presidency)
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FOREWORD

PAULO ANDREZ AND I both began our startup careers as entrepreneurs before taking seats at the other side of the table as business angel investors. In both roles, we have been working for over two decades with startup founders setting out to create world-changing companies. In 2004, I founded New York Angels, which in the years since has invested over $160 million into more than three hundred startup companies. A year later, I founded the entrepreneurial finance platform Gust, which powers a majority of the world’s organized angel groups as well as over 1.5 million startups. Around that time, Paulo organized the first global meeting of angel group leaders in Lisbon, bringing together thirty-five countries to discuss the challenges of startup funding. In 2009, he and I met for the first time in Beijing, China, when Paulo co-organized the first world Business Angel Congress. Before and since then, we have each founded and run our own startups, as well as local and international angel groups and startup accelerator programs. Across the years, it is likely that the two of us have personally seen and worked with literally tens of thousands of ambitious startups whose outcomes have ranged from explosive failures to billion-dollar unicorns.

With that background, I have concluded that entrepreneurs can be divided into four general categories:

1. Survival entrepreneurs are people who start businesses because they have no other option. They need to put food on the table and support themselves and their families, often in an area where there is no social safety net. Whether or not they enjoy it or are competent at it, they do what they must do to survive. Once that need is taken care of, they are content to return to working at a normal job.

2. Natural-born entrepreneurs are at the opposite end of the spectrum. These strange people, representing roughly 1 percent of the population, simply have their brains wired differently from normal people. They look at everything in the world as an opportunity, and they fearlessly charge ahead and follow their instincts, creating new ventures that they are absolutely convinced can’t fail and will change the world.

3. Self-made entrepreneurs are somewhere in the middle. They are psychologically normal people with entrepreneurial instincts who have typically developed deep experience in a particular domain. Along the way they have discovered a problem, carefully analyzed it, and come to the rational conclusion that they can build a better mousetrap. They gather facts and resources, pull together a team, and start a business.

4. This brings us to the fourth—and by far the largest—class. These people are intrigued by the idea of entrepreneurship, might actually have an idea for a new business, and can envision starting a company … but ultimately find the thought of actually doing so to be simply too much of a risk to take the startup leap. In the industry we call these people Wantrepreneurs, and they are the people for whom Paulo has specifically written this book.

In the following twenty-two chapters, he will clearly show how to eliminate nearly all the risk that is involved with founding a startup. Doing so will make the go/no-go decision an easy and straightforward one, empowering wantrepreneurs to turn themselves into full-fledged entrepreneurs.

Sound crazy? Too good to be true? Yeah, I thought so, too, and I couldn’t understand why he was trying to give people false hope.

Then I read the book, cover to cover.

Wow!

This book is everything it promises to be … and then some. Because risk mitigation is the biggest problem for wantrepreneurs wondering whether to start a company and for entrepreneurs who have already started a business and for investors deciding on which business they should fund, Zero Risk Startup should be mandatory reading for all of them. Every single one!

This book has immediately landed a place on my must-read list of books for startup founders, along with seminal works like Michael Gerber’s The E-Myth Revisited, Eric Ries’s The Lean Startup, and my own book, The Startup Checklist.

If you have even the slightest thought that just maybe you could be a startup founder yourself, if only it weren’t so darn risky, it’s time to dive headfirst into this book, and watch how to logically, rationally—and, yes, easily—make those risks dissolve before your eyes, positioning you to join the entrepreneurial fraternity with your very own Zero Risk Startup!

—David S. Rose, author of Angel Investing and The Startup Checklist; founder of New York Angels and Gust
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ABOUT THE AUTHOR

PAULO ANDREZ is a serial entrepreneur who started his first business at eighteen years of age. He’s an experienced angel investor and venture capitalist who has personally founded and invested in over fifty companies and, through VC funds, in more than two hundred companies.

Since 2005, he has counseled thousands of entrepreneurs worldwide in entrepreneurship-related topics. Many of them were personally mentored by him to success through the Zero Risk Startup mitigation methodology (MEFLO), which he created. MEFLO stands for the primary risks of any business: market, entrepreneur/ team, financial, legal, and operational.

Many governments worldwide have also benefited from his knowledge in designing innovation and angel investment policies, co-investment schemes, investor tax breaks, and much more. Countries where he supported the governments in terms of consultancy in innovation or angel investment ecosystem development include: Estonia, North Macedonia, Paraguay, Portugal, Romania, Slovakia, Slovenia, and Turkey as well as international organizations such as the European Commission and the World Bank.

In 2006, together with Cascais municipality (Portugal), he cofounded the nonprofit business incubator DNA Cascais, which has supported more than five hundred new businesses to start or to get funded, using his Zero Risk Startup concepts.

He has also taught angel investors around the globe how to reduce their investment risk through master classes since 2010.

On July 4, 2000, he became financially independent after a successful IPO in the Euronext stock market of NOVABASE (LS.NBA), where he was one of the key shareholders. He became the European Business Angels Network’s (EBAN’s) president in 2012 and since 2014 has been its president emeritus.

He graduated as an IT engineer from Nova University in Lisbon, Portugal, and he also has an MBA from the same university.

In 2012, he received the Best European Early Stage Investment Award due to his investment in United Resins (www.unitedresins. com), which, in the first year of production, reached $27 million in sales.

He was among the initial investors in Sword Technologies SA (now known as Sword Health Inc), investing at a time well before it achieved “unicorn” status, when the company was valued at $1.3 billion in 2022. A “unicorn company” is a term used to describe a privately held startup company with a valuation of over $1 billion.

After a successful thirty-year career, Paulo now introduces Zero Risk Startup, designed as a guidebook for the new generation of entrepreneurs, answering the most frequent questions and sharing his extensive knowledge and expertise based not only on successes but also failures, as well as those of hundreds of other investors and entrepreneurs he has worked with.
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INTRODUCTION

NO RISK IN STARTING your own company? You must be kidding!

No, not really.

This book is dedicated to all the wantrepreneurs1 and intrapreneurs2 out there, who want to learn how to start or scale their own business at no risk.
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DID YOU KNOW?

In the Global Entrepreneurship Monitor 2022–2023 report,3 on average, 45 percent of international respondents (adults) that identified good opportunities in the market will not start the business due to the fear of failure: risk. These numbers are not even considering those that want to become entrepreneurs but have not identified a good opportunity in the market.



The exact same conclusion was drawn from a large study4 conducted by EBAN (European Business Angels Network) in which angel investors were questioned about what factors had prevented them from investing in the deals they refused to invest in. The main reason in 87.6 percent of the projects presented was: too much risk!

Those who love to watch the Shark Tank TV show know the investor Mark Cuban very well. In a recent interview,5 he mentioned that the early stages of starting a new business are all about reducing risk. He also mentioned that he’s terrified by risk.

There’s no doubt that risk is at the center of the decisions of wantrepreneurs and investors. If wantrepreneurs reduce the project risk, their willingness to start a company increases dramatically, and the willingness of investors to invest increases as well.




Access to educational programs specifically focused on risk assessment and mitigation coupled with policies that reduce the perceived personal costs of failure could unleash a significant, and pent-up, wave of entrepreneurial activity.

—JEFFREY P. SHAY, PHD

BABSON COLLEGE, PROFESSOR OF ENTREPRENEURSHIP, ENTREPRENEURSHIP DIVISION; GEM USA, THE GEM 2022–2023 GLOBAL REPORT





Covering the key elements of successful entrepreneurship, Zero Risk Startup will teach you how to recognize, evaluate, and dramatically reduce different types of risks in your new business by using a unique risk mitigation methodology (MEFLO). It will also reveal previously uncommon tips and tricks to understand the early stage investment world, better preparing you for meetings with potential investors or lenders, and will also question all aspects of your readiness of be(com)ing an entrepreneur.

Zero Risk Startup is rooted in MEFLO methodology, which was developed by myself and used in my projects and investments, in addition to having been used by hundreds of entrepreneurs around the world. Based on my own experience, I have no doubt that mitigating risk in any project is possible, and in many cases, it can even go up as high as 99 percent. I’ll provide more than one hundred tips throughout the book to mitigate your project risks.

Your goal shouldn’t be to achieve zero risk because it may take too much time to reach, and there are many risks beyond your control, such as earthquakes. The goal of the Zero Risk Startup methodology is to reduce risks to an acceptable level for the entrepreneur, which will trigger the decision to start the business.

Risk mitigation goes much further than merely starting a company and looking for investment, being an inevitable element of any aspect of business, and forming a topic of interest for all types of entrepreneurs. This book focuses specifically on risk mitigation in startups and other new projects, but the methodology behind it is applicable to any business context and beyond.

Some of the tips mentioned in this book may have already been used by you, or you may know of them, but you probably haven’t used some of them in a systematic way. I hope this book can inspire many potential entrepreneurs to become entrepreneurs by reducing their project’s risk as well as their own personal risk. Existing entrepreneurs, including those who want to launch new products or reach new markets, will also be able to find relevant and useful information and tips in this book. I would suggest that these entrepreneurs begin reading chapter 9 to start and skip the first chapters.

In the first six chapters, the book will cover the concepts of entrepreneurial motivation, the main excuses for not starting a business, and finally the concepts of tangible and intangible risk. As mentioned above, the first part of the book is more interesting for wantrepreneurs who want to create a business but haven’t taken decisive actions to make it happen yet.

After the motivational concepts, the book will cover its core part, which is the project’s risk mitigation activity, continuing up to chapter 20, whereby I will talk about how artificial intelligence can support entrepreneurs. The last two chapters will cover the funding process for any entrepreneur who aims to attract external funding.

Throughout the book, whenever I mention the word project, I am referring to either a startup, the new business activity of an existing company, or just the plans to start a business.

I hope that by the time you have finished reading this book, you’ll be inspired and ready to mitigate most of your business risks. Taking control of your life, pushing yourself out of your comfort zone, and becoming a risk mitigation master who can set new boundaries are daring risks that are worth fighting for! Are you ready?

—Paulo Andrez

London, April 2024




Risk comes from not knowing what you’re doing. If you understand your business and the environment it operates in, you can manage the risks and minimize the uncertainties.

—ROBERT HERJAVEC, ENTREPRENEUR AND INVESTOR FEATURED IN SHARK TANK
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CHAPTER 1

ARE YOU EMOTIONALLY READY TO BE AN ENTREPRENEUR?

BEING AN ENTREPRENEUR is definitely exciting and rewarding, but things don’t always go smoothly. On the contrary, you can forget about everything going exactly according to plan when you set off on the entrepreneurial path. You need to be aware that your new role often brings unexpected things that you aren’t used to, sometimes very far from your comfort zone or expertise. The reality is, even if you think you’ve got it all covered, you still need to be honest with yourself: Are you emotionally ready for the challenge of being an entrepreneur?

Get ready for a roller coaster ride—starting off with a great idea, and people turning you down at first. Then you will find some clients not interested in your offer, progress getting delayed. Things turning around again, clients all of a sudden wanting to buy from you, needing to find new suppliers or reinvest money in your business, or just being overwhelmed with work, and so on.

[image: img6.jpg]

One of the most important characteristics for an entrepreneur to have is resilience. Entrepreneurs need to have a mindset that is able to handle constant changes. It means working without a timetable, on the weekends, and at night; always being alert and active in creating new products or services; listening to customer demands; adapting to new regulations; and keeping an eye on the competition.

There’s something that is constant in any entrepreneur’s life: change, be it market change, regulation framework change, client demand change, employee expectation change. And if you aren’t resilient and are not ready to deal with change, you should reconsider your desire to become an entrepreneur.

A big client’s order may come—but don’t get carried away and think you’ve conquered the world because it might be only for the short term. On the other hand, if you have problems with your clients or your team, it won’t necessarily turn into a disaster, and there’s no need to get desperate thinking the company will suddenly fail. In business, there are always some situations that aren’t easy or pleasant, such as firing someone, informing a client that the order won’t be delivered on time, or dealing with other entrepreneurs/investors who aren’t actively involved in the business but still demand answers to tricky questions.

If you really don’t like working late or having a feeling of uncertainty, or aren’t active enough to look for investments, then maybe you should consider finding someone else to lead the company, and you could then step down to be just a shareholder, which can also be very rewarding. When things aren’t going so well, or even when they’re going really well, get a mentor to help you out with decision-making so you don’t feel like all the pressure is on you. After you’ve successfully launched your business, the story doesn’t stop there—a lot of effort is required to create and maintain clients.

You need to be prepared for hard work, constant challenges, and a low quality of life during the beginning period of the project. You need to be emotionally stable enough to face many “nos” but also don’t think that all the problems have disappeared or that there’s nothing to worry about when there’s a “yes.” Talk to other entrepreneurs before starting your project, so at least you’re aware of the potential challenges in order to avoid surprises.
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ZERO RISK INSIGHT

On March 10, 2023, Silicon Valley Bank clients lost access to their bank accounts, and many feared they had lost everything. A friend of mine, who is a unicorn’s founder and CEO based in the San Francisco area, had more than $30 million blocked in the bank to pay salaries on March 15. He had basically three days to find $30 million to pay salaries, or he would need to ask for Chapter 11 protection against creditors, despite the fact that his company was very profitable. During that weekend, he talked with many investors, and some agreed to invest. But on Monday, the US Federal Reserve guaranteed all the deposits, so there was no need to have investors. Then he needed to call all those investors to let them know that now there was no need of new cash. Can you imagine this entrepreneur’s roller coaster? Are you ready to live at this high level of emotion and uncertainty?



To be an entrepreneur means to have your destiny in your own hands, but this can be scary. However, being an entrepreneur is definitely worth the risk, as the benefit of entrepreneurial projects goes much further than the benefit that comes to the entrepreneurs themselves. Entrepreneurship is society’s driving force, and it is constantly challenging, improving as well as disrupting the quality of life for everyone in every corner of the world.

Despite the promises made to entrepreneurs, including the efforts of many governments around the world, the reality is that in many cases, entrepreneurs are left with very little support. Everyone seems to be an expert on entrepreneurship nowadays, but only a small percentage is genuinely able to support entrepreneurship with quality advice and added value. Unfortunately, among those fake experts, there are often the public sector representatives, failing to understand the true substance of the support entrepreneurs really need.

There are thousands of events dedicated to entrepreneurs around the globe, but how many of them provide any follow-up, and instead leave them on their own as soon as the event is finished?

I’ve witnessed in real time the roller coasters of many business plan competition winners where at first, they are euphoric over the victory, but then over the next few days, they get depressed because there aren’t any new clients and there’s no new money, etc.
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