 SEQ CHAPTER \h \r 1How to Make a Great Elevator Pitch

If you’ve got a great idea but need cash to make it go, you’d better start working on your Elevator Pitch. Even if you don’t need the cash or you have figured out how to use bootstrap capital, you still need to be able to sell your idea to: clients and customers, potential suppliers and employees even your spouse!
What is an Elevator Pitch?

It’s the term used for a 2-minute presentation; the amount of time it takes to go from the lobby to the investor’s office on the top floor and to capture investor interest (your audience could, of course, be someone other than an investor). Get it right and they’ll invite you into the boardroom for a more in depth discussion. It is also about the same time you need to convince other stakeholders that they should get involved with your enterprise. 
Who is your audience?
The scenario goes something like this: 
· You find yourself, opportunistically, in an elevator all alone with potential launch clients, possible future employees, VCs, Angel Investors, Bankers, Business Mentor or Coach.

· You remember to introduce yourself.
· You don’t forget to smile from time to time.
· You tell them what you are working on. Example: "Hi, I’m Mat Lafrance, President and CEO of a new service called GradeATechs.com. We do fast, on-site computer and network repair for homeowners and businesses.”
· You give it a short title. ("The title can't be as long as the story," Professor Max Neutze, Australian National University.) 
What Makes a Good Elevator Pitch?

A good Elevator Pitch is made up of two key elements:

1. Lay out the pain statement. What problem is it that you are trying to solve?

2. Show the value proposition. How does your venture solve that problem for an individual client or customer?
Be specific—how exactly does your product or service benefit a single client or customer? Can you show, on a spreadsheet, in a compelling way, how by buying your product or service, a client will make money from it or lower their costs or do both? Did you introduce anything innovative into your business model and what is the ‘pixie dust’ or differentiated value in your model that will help you create a sustainable enterprise with a long term competitive advantage that results in some type of ‘franchise’ or ‘concession’ that you can exploit?
Example: "You know people can either disassemble their PC, put it in their car, take it to a local repair shop, be told it'll take two weeks and will cost $150 only to find out that it will really take three weeks and cost 250 bucks and that their hard drive got accidentally wiped. Alternatively, they can log on to or call GradeATechs.com, make an appointment and have a highly trained, certified Grade A Tech come to their home or business and fix the problem in a couple of hours for $120, guaranteed."
Give them some idea of how big the opportunity is and who the competition might be. Will this be an enterprise that will provide you with more opportunity than if you just took a JOB? Never say that if you could just get (say) 1% of this (really huge) market, you would be set for life. That sort of ‘stat’ is meaningless and undermines your credibility… Will the enterprise outlive the founder? Can it eventually continue without you? 
Example: “The computer repair industry is huge and growing fast and the repair industry is full of 'mom and pop' shops—it’s an industry that the established players aren’t particularly interested in—in essence, we are tackling the ‘last mile of service’. Plus, at any one time, about 30% of the PCs and laptops in the US and Canada aren’t working up to their potential—that’s around 180,000,000 computers that need our help!"
Every great Elevator Pitch must meet four key tests:

1. Must be succinct. You’ve only got one or two minutes.

2. Easy to understand. Both your grandma and your grand kids have to get it. Your product or service should appeal to more than one generation or, at a minimum, at least you are able to explain it to multi generations.
3. Greed inducing. Investors want to make money. Clients want to know that buying your product or service is a negative cost—the benefits generated are greater than its cost.
4. Irrefutable. If your Elevator Pitch leaves the investor or customer with more questions than answers, you’d better go back to the drawing board.
Are there some other things you could usefully work into your pitch?

Sure. If you can do it, here are a few other things to include:
Talk about your business model, your team, your technology, whether the opportunity is scalable and why you think you are going to be successful—what you actually bring to this.
Example: "What's neat about GradeATechs.com is that we have a backend system called GASnet, which basically matches our Techs with our clients—clients give us a couple of windows when we can do a site visit and then our Techs can log on to GASnet and take the jobs they want; maybe, for example, the ones closest to where they live. Plus we have an endless supply of workers too—there are engineering and CS or IT students at colleges and universities in practically every major city who want to make 25 bucks an hour!"

Also, talk about cash. If your cash conversion cycle (CCC) is negative or simultaneous, say so. This is a powerful advantage. For example, GradeATechs.com gets paid online using GASnet as soon as they complete a site visit—they simply run their customer’s credit card. They have few receivables. They don't pay their techies for up to two weeks, so for, say, a house call, their cash conversion cycle will be, on average, negative one week. If your CCC is negative or simultaneous, then you can grow very quickly without a lot of external funding (bank financing, VC funding, etc.)
But if you are, for example, a consulting company that doesn’t ask for deposits or retainers up front, doesn't ask for progress payments and only gets paid 30 or 60 or 90 days after you deliver your report, you can run into trouble (i.e., run out of cash). In this case, the more work you take on, the more cash you burn through—you still have to pay your employees and suppliers while you wait to get paid. So this is an important part of developing a sustainable (bootstrap) business model.

We have an online spreadsheet to assist you with calculating your CCC: you can download it from: www.dramatispersonae.org/BusinessModels/CashConversionCycleMeasurement.xls.
If you don’t think cash is king, think about IBM for a moment. It sells around $85 billion worth of products and services a year, one customer at a time. There is no magic button they push and suddenly, they have $85 billion in their bank account. How long do you think IBM would last if they forgot something as basic as collecting their receivables or asking their clients for retainers and upfront payments for services or products to be delivered in the future? If we assume they have a 10% margin and each quarter’s sales are identical, then their costs per quarter (what they have to pay out to their employees, their suppliers, their pension obligations—everything) is around $19.125 billion every three months. So if IBM somehow forgot to collect their receivables, they would need bank lines of credit of at least $19 billion just to survive for 90 days. Even mighty IBM wouldn’t last very long if they don’t pay attention to the basics.
Finally tell them how you intend to drive sales—most opportunities are useless if you have to spend $2m on a Super Bowl commercial before you get your first client. If you can’t find a way to cost-effectively market your products or services (i.e., sign up clients or customers without heroic efforts), you are sunk anyway.
Always reserve your domain name (and make it exactly the same as your company name) and print up business cards and hand them out like confetti. Nothing is worse than having someone point out that the domain for your proposed enterprise is already taken. If you are creating a for-profit business in Canada, you need the dot-CA and dot-COM. If you are starting a not-for-profit, you can probably make do with a dot-ORG registration. Annual costs for each of these ranges from $6 to $15 so pretty much everyone can afford to reserve their domains. You can search for domain names yourself using simple tools like the search bar on the home page of http://www.domainsatcost.ca/. (This is a site run by a friend of mine, Rob Hall, in Ottawa.) Registering names is a cinch (you don’t need a lawyer to do that for you) and setting up a website isn’t rocket science either. I run my own server and build my own sites (it shows). I have 25 domains that I own or manage for clients. If I can do it (I am 57), anyone can do it.
Is there a Role for Props, NLP and Theatrics?

Ultimately, the best sales presentation, the most convincing investor presentation or the most authentic pitch to a potential employee, supplier, boss, mentor or Board of Directors is one which becomes a conversation. No one really wants to just hear you talk—what most sophisticated audiences want is the opportunity to ask you questions. I consider a presentation a success when it becomes a two-way conversation with plenty of questions and comments.

I also find that people have trouble remembering more than two or three main points but once you enter a Q & A, the audience tends to better remember what you are trying to get across. You need to keep your answers fairly short.
So an elevator pitch is the opening gambit by you to get a conversation going. 

You can use a prop or a chart (but not a power point slide show) as long as these don’t become a distraction. Remember, VCs don’t invest in an idea, they invest in you. Ideas are relatively abundant but people with the passion, focus and ability to execute a plan successfully are relatively rare. Plans and even ideas will change as the enterprise takes shape, the person they are depending on to fight to the finish (you) won’t.

NLP stands for Neuro Linguistic Programming. NLP plays an important part in your success. 

Have you ever instantly disliked a person without having a reason for it? Do you know that it takes the average male about 8.2 seconds to fall in love (Journal Archives of Sexual Behavior, Telegraph Media Group, March 25, 2009)? 
When people make rational decisions, they use their prefrontal cortex to do so. But if people think they are being treated unfairly, the primitive part of the brain (the anterior insula) lights up similar to when they smell a skunk or see a horrific sight. So if someone does not like you or trust you or feels used by you, they will not make rational decisions. Their raw emotions overwhelm their rational faculties. So if you do not establish rapport, you can not sell. People will act against their own best interests if the primordial brain is activated so trust is a key (probably the key) component of successful selling.

When you are trying to convince your boss to let you try something new (i.e., you are being intrapreneurial) or when you are trying to convince a mentor to take you on or when you are trying to find your first pre-paunch client or pitching an investor or partner to invest in your new enterprise or asking a supplier to change their credit terms (i.e., give you 90 days to pay instead of, say, 30), you are selling. And when you are selling, you will be much more effective if you use NLP. 

Top poker players do this all the time: they calibrate their opponents (James Bond played by Daniel Craig in the 2006 film release of Casino Royale does this to Le Chiffre); they do not play their cards, per se, they play their opponents.

People make decisions more based on their fear of losses than their perception of gains. That is why in the prisoners dilemma, the police always separate the co-accused. If neither confess, they both spend, say, four years in jail: total jail time for two prisoners is eight years. If one confesses and the other does not, the confessed criminal spends two years less a day and the holdout spends ten years in jail: total jail time is 12 years. If they both confess, they each get six years: total jail time is 12 years. Obviously, the optimal solution is for neither to confess but remember, the fear of loss (lost freedom) is weightier than their perception of gain (optimal jail time), so there is rush to see who can confess first and get the two year less a day sentence.

So in terms of effective selling, you need to not only address the upside of the deal, but show how their downside is covered. What is the worst that can happen? 

Here are 12 techniques derived, in part, from NLP that can help you convince people, to bring them onside. For the full list of 36, please see: http://www.dramatispersonae.org/NegotiatingSellingNLPNeuroLinguisticProgramming.htm. 

1. Develop your BATNA: your Best Alternative to a negotiated Agreement. If you figure you can live without this deal, you are right away in a better position to negotiate successfully. 
2. Someone once negotiated a long term office lease with me: he asked: “Give me a nickel!” We thought nothing of it but a nickel was worth more than $50,000 over the term of the lease so pay attention to details. 
3. Always volunteer to write up the deal: he or she who holds the pen, hold a lot of power. 
4. Calibrate the other party (that is how the top Texas Hold’em Poker players almost always come out on top). 

5. Read lateral eye movements.

6. Read body language. 
7. Synchronize your breathing with the other party. 
8. Mirror them and their body movements. 
9. Get on the same side of the table (see: http://www.dramatispersonae.org/ThreeLawsOfPowerSelling.htm) as they are on (literally if you can). If for example, you are trying to sell them computer equipment, talk about different solutions and different vendors as if they were on the other side of the table and you are in effect providing them with consulting services. Tell them if they do not like any of the alternatives, you will work with them to find one that works for them. 
10. Listen to tonality. 
11. Empathize with them. 
12. Ask them questions, do not tell them stuff, ask first. 
“I hate selling,” says Serence CEO Allan Wille, “but I love helping people buy.”
You can be somewhat theatrical in your pitch but don’t be over the top. This will get you noticed but not respected or trusted. 

“People like to buy from people they like and trust,” Dr. Bruce M. Firestone, Ottawa Canada, April 2008.
For more about effective selling, see also: Secrets to Attracting (and Keeping) Clients, http://www.dramatispersonae.org/WhatDoYourClientsReallyWant.htm.
Leadership and Acting

Elevator pitches are meant to help individuals develop their leadership skills. Entrepreneurs must be able to lead to be successful. 

Leadership is different than management. Management skills are necessary for the enterprise to function well on a day-to-day basis. Entrepreneurs also need to be sound managers. Leadership is about the ability to “create and sell an alternative vision of the world, a better one in which we are an essential part. Philosopher Isaiah Berlin wrote that Churchill idealized his countrymen with such intensity that in the end they rose to his ideal,” Warren Bennis in The Essential Bennis.

According to Bennis most “leaders acquire greatness when a role requiring it is thrust upon them.” It is interesting that he uses the word ‘role’ because leadership is partly about acting the role of a leader. Most of us are not born leaders, we have to learn how to be one.

Bennis points out that leaders need:

· to be able to leap into the unknown;

· to accept the risk of failure;

· to show adaptability;

· to create and sell their vision;

· to inspire the people around them;

· be authentic;

· be consistent.

These are pretty useful attributes to demonstrate when making an elevator pitch.
If you are in an Elevator Pitch competition, what are some of the things judges are looking at?

At the University of Ottawa, we use the following marking grid. You can learn a lot from studying the grid—judges are usually experienced professionals and know what VCs, bankers, customers or clients, potential suppliers or employees and others are looking for in you and from you:
Student Name: ___________________________________

Idea: ________________________________________________________
PLEASE IDENTIFY TO WHOM YOU ARE PITCHING. YOUR AUDIENCE IS EITHER: A) PROSPECTIVE INVESTORS IN YOUR BUSINESS; B) PROSPECTIVE CUSTOMERS OR CLIENTS YOU ARE TRYING TO CONVINCE TO BUY YOUR NEW PRODUCT OR SERVICE; C) A COMPANY YOU ARE TRING TO CONVINCE TO HIRE YOU FOR A JOB, D) A PROSPECTIVE EMPLOYEE (OR SUPPLIER) YOU ARE TRYING TO RECRUIT TO (FOR) YOUR COMPANY; E) YOUR BOARD OF DIRECTORS; F) OTHER (PLEASE IDENTIFY).

Personal Pitch—

	Strength of presentation: conveys confidence, enthusiasm and professionalism


	        /5

	Demonstrates strong skills and background necessary to launch and operate a venture


	        /5

	Stimulates interest and/or ability to maintain interest
	        /5

	Explains opportunity succinctly and understandably
	        /5

	Total
	/20


Notes:
____________________________________________________________________________________________________________________________________________________________
Idea Pitch— 
	Value proposition – problem being solved/differentiated value/negative cost for customer/innovation or ‘pixie dust’/competitive advantage
	         /5

	Size of opportunity
	         /5

	Cost of customer acquisition/use of guerrilla or social marketing
	         /5

	Cash conversion cycle—ability to generate cash 
	         /5

	Ability to execute
	         /5

	Scalability/network effects/reversing out the work to customers or suppliers/custom outputs from standard inputs
	         /5

	Total
	/30


Notes:
____________________________________________________________________________________________________________________________________________________________
Grand Total








      ____/50

SOURCES:
Mr. Sean Wise:
http://www.youtube.com/watch?v=Tq0tan49rmc
http://www.insidethedragonsden.com 
With input from Craig Schoen, Ryan Anderson, Bruce Firestone, University of Ottawa. Sept. 2009.
Assistance from students: David Huffman and Penelope Talbot-Kelly.

EXAMPLES:

See Craig Schoen’s 2-minute elevator pitch in the National Finals of the Wes Nicol Business Plan Competition:

http://ca.youtube.com/watch?v=4PahMY0CKMk
Wes Nicol Business Plan Competition Video:

http://ca.youtube.com/watch?v=flouYGq6S1E
Wes Nicol Home Page:

http://www.nicol-award.com/
Elevator Pitch Marking Grid (PDF format): http://www.dramatispersonae.org/ElevatorPitchMarkingGrid.pdf
