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Nicely  Convincing  Investors  They’ve  Been  
Stupid  and  Should  Start  Paying  A<ention	




  

  

Who  am  I?	
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1999 2001 

2004 2006 

2008 



  

  

Who  is  BVP?	
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•  Oldest private investing practice dating back to 1911 

•  Spun out of family office as VC firm in 1979 

•  $4.0b under management; latest fund BVP VIII $1.6b 

•  15 partners; 40 investment profiles; 7 offices 

•  Active investments in ~15 countries 

•  Roadmap-driven approach 

•  Invest at all stages from Series A onward 

•  We love developer businesses! Active roadmap area. 



  

  

Where  have  I  been  investing  on  behalf  of  BVP?	
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Developer Platforms Consumer Other 



  

  

Why  developers?	
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aka  Ammunition  for  Your  Next  Pitch	




  

  

The  Prevailing  Sentiment	


6	




  

  

What’s  changed?	
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1999	
 2012	




  

  

DeveloperLand  has  had  bad  leadership…	
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Ballmer did get one thing right! 



  

  

…but  owning  a  developer  ecosystem  pays  immense  dividends	
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TTM  Free  Cashflow	


MSFT	

GOOG	


•  7  million  .NET  developers	

•  Major  investment  in  Office  and  Server  ecosystem	

•  Server  and  Tools  division  #2  revenue  driver  after  Office  ($19b)	
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17,000,000	




  

  

This  is  bigger  than  just  the  cool  kids  of  Silicon  Valley	
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Source:  TIOBE  Programming  Community  Index  for  May  2013	




  

  

Because  they  are  more  central,  developers  now  make  
spending  decisions…	
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The  CIO  is  the  Last  to  Know	

	

	

	

	

	

	

	

	

	

“Developers  are  now  the  real  decision  
makers  in  technology.  Learning  how  to  best  
negotiate  with  these  new  kingmakers,  
therefore  could  mean  the  difference  
between  success  and  failure.”  	




  

  

…  with  far  reaching  implications	
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“Developers are a market” 
-Jeff Lawson 

Source:  “Startups  Tap  Into  Mobile-­‐‑App  Explosion”,  Jessica  Lessin,  Wall  Street  Journal,  June  7,  2013	
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Devices,  $627	

Data  Center  
Systems,  $141	


Enterprise  
Software,  $278	


IT  Services,  $881	


Telecom  
Services,  $1,661	


2012  Spending  (in  $billions)	
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Atlassian  Software  is  a  strong  example	


500  employees	

$120m  in  
revenue	

Rumored  IPO  
in  2013	

	

	

	

No  sales  
people  until  
the  company  
hit  $100m  in  
revenue  (2011)	

	

	

	

	


Today	


Raised  $60m  from  
Accel  in  July  2010	

20,000  customers	

225  employees	

$59m  in  bookings	

Profitable  every  
year  since  
founding	

	

	

	

STILL  NO  
SALES  FORCE	

	


2010	


Founded  2002	

Bootstrapped  with  
$10k  in  credit  card  
debt	

Maker  of  
developer  tools  
like  JIRA,  Hipchat  
and  Confluence	

Based  in  Australia	

117%  revenue  
growth  for  
2004-­‐‑2007	

NO  SALES  
FORCE	


The  Beginning	
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Not  just  for  startups!  
Enterprises  are  coming  around  –  there  have  already  been  exits…	
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~$180 million 

~$155 million 

“This enables us to extend our … value proposition by liberating 
developers to securely connect applications to cloud services…”  

$20+ million in revenue 
$72 million raised 



  

  

…  meaningful  exits…	
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…  and  plenty  more  meaningful  exits  to  come.	
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What  Does  BVP  Look  For?	
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aka  Do  I  Want  You  to  Invest  in  My  Business?	




  

  

Our  latest  thinking  on  the  best  way  to  get  there	
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aka…. 



  

  

The  Seven  Commandments  of  Building  the  Biggest  Business  Possible	
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* 

*  Disclaimer:  not  all  commandments  must  be  met!	




  

  

Commandment  One	
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Delivered  as  a  service  that  can  be  metered.	




  

  

Commandment  Two	
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Grows  with  the  business.	


on	
  



  

  

Commandment  Three	
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Replaces  something  that  companies  already  pay  for.	




  

  

Commandment  Four	
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Offers  an  amazing  user  experience.	

	


(As  good  as  a  consumer  product)	


“Even though we're a developer company doesn't mean that developers 
deserve bad experiences.” - Aghi Marietti, founder of Mashape 



  

  

Commandment  Four	
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Offers  an  amazing  user  experience.	




  

  

Commandment  Five	


Developers  love  it.	

	


•  Twi<er/Hacker  News  love	

•  Owns  a  piece  of  developer  mindshare	
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Commandment  Six	


Exhibits  strong  network  effects.	
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Commandment  Seven	


Eliminates  the  need  for  non-­‐‑core  skillset  that  no  one  enjoys.	
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Commandment  Eight	
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Marketer:  “I  want  to  make  my  
Facebook  page  interactive”	


Ask  a  Developer  	
BEG  a  Developer  	


Developer  learns  FBML	


Developer  sends  sample  to  
Marketer	


Marketer  provides  feedback	


Developer  makes  changes	


Release  v1	


Marketer  wants  changes…	


Marketer  creates,  	

edits  and  releases	


Democratizes  development.	




  

  

Another  example  of  democratizing  development	
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•  Consumer  flow  –  one  click  to  
set  up	


•  IT  involved  only  once  –  
business  user  in  charge  
thereafter	


•  Alternative  is  clunky  –  and  
ineffective	


•  Customer  can  measure  
success  through  metrics  
(and  in  this  case,  $$)	




  

  

Why  democratize  development?	
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Comp    
Sci  grads	


Programmers    
(full-­‐‑time  and  
hobbyist)	


Information  Workers  
(average  business  person)	


50k  /  year	


400  million	


17  million	




  

  

1.  Delivered  as  a  metered  service  
that  can  be  metered	


2.  Grows  with  the  business	


3.  Replaces  something  that  
companies  already  pay  for	


4.  Offers  an  amazing  user  
experience	


5.  Developers  love  it  
	


6.  Exhibits  strong  network  effects	


7.  Eliminates  the  need  for  non-­‐‑
core  skillset  that  no  one  enjoys	


8.  Democratizes  development	
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The  Seven  Commandments  of  Building  the  Biggest  Business  Possible	


*  Disclaimer:  not  all  commandments  must  be  met!	


^	

Eight	




  

  

Ok,  so  what  do  I  need  to  get  funded?	
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$$ 

Round 



  

  

Investor  Priorities	


Team  -­‐‑  ★★★	


Market  -­‐‑  ★★★	


Traction  -­‐‑  ★	


Performance  Measures	


Previous  exits	


Previous  experience	


Founder  dynamic	


Magnitude  of  the  opportunity	


Experience-­‐‑opportunity  fit	
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Ok,  so  what  do  I  need  to  get  funded  at  Seed  Stage?	


Does the idea make sense and is the team credible? 



  

  

Investor  Priorities	


Team  -­‐‑  ★★	


Market  -­‐‑  ★★	


Traction  -­‐‑  ★★	


	


Performance  Measures	


Total  addressable  market	


Registered  users	


Market  feedback	


Paying  (and  highly  engaged)  customers	


Growth  &  churn  rate	
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Ok,  so  what  do  I  need  to  get  funded  at  Series  A?	


Does the product achieve the purported value proposition (aka does it work)? 
Is the market lucrative (aka how many commandments)? 



  

  

Investor  Priorities	


Team  -­‐‑  ★	


Market  -­‐‑  ★★★	


Traction  -­‐‑  ★★★+	


	


Performance  Measures	


Total  addressable  market	


CMRR  &  LTV	


Churn,  retention  ,  upsell	


CAC,  LTV/CAC  Ratio	


Other  unit  economics	
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Ok,  so  what  do  I  need  to  get  funded  at  Series  B?	


Do the unit economics justify scaling the business? 
How big is the market? 
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@ethankurz 

www.bvp.com/blog 

ethankurz [at] bvp.com 

linkedin.com/in/ethankurz 

pinterest.com/ethankurz 

Ethan Kurzweil 
Bessemer Venture Partners 

Thank You, 



  

  

APPENDIX	
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Why  are  developer  businesses  so  a<ractive?  	
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•  Very  sticky  and  hard  to  rip  out	

•  Economies  of  scale  –  you  can  get  be<er  
prices  than  your  customers	


•  Net  negative  churn:  as  customers’  
usage  grow,  so  does  your  revenue	


•  Low  hurdle  to  adoption	

•  Organic  usage  drives  the  business	

•  Marketing  covers  sales  and  support  initially	


•  Drives  be<er  conversion  –  eg,  Sendgrid  support	

•  Sales  comes  later	


•  Social  media  is  an  accelerant  (developers  talk  a  lot)	


CAC	


LTV	



