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Introduction

The world is increasingly going faster. The sci@ntprogress is continuously
redefying the everyday life. Globalization, inforfiem and communication
technologies and the economic development of mangrgng countries offer a far
wider and wilder market than in the past.

The overall world production capacity and comjpatitis rising year after year.

This changing landscape exacerbates the shortcenointgaditional marketing
and management.

The rise in the numbers of players intensifiesptessure on the single company
for effectiveness and efficiency.

The fast pace of innovation brings a higher degfaencertainty.

Companies need to do more with less while faciagpnrisks.

Growth hacking is a new mindset that aims to §atigs need. Expanded by the
Lean Startup framework, it is surging as a novetiehdo manage an entire organization
throughout its evolution.

Traditional marketing is different in several ways

Growth hacking enlarges the scope of marketing verall management.
Whether marketing is getting customers, applyirgttinsitive property, anything that
gets customers is marketing.

However, the Growth Hacking movement is still yousmgd its ideas are in
strong need for clarification.

Thus, the aim of this study is twofold.



Firstly, it carefully defines the Growth Hackingeslents and its divergence
from traditional marketing.

Once the framework is set, this research wantseimothstrate how growth
hacking can better suit startups, organizationsiwparticularly suffer of the traditional
marketing flaws.

To reach this objective, each reported empiricakaa linked to a concept and
each concept is analyzed relying on many souraaskd) papers, blogs, articles, essays
and interviews. The focus is on tracking the comnibemes that represent the
backbone of the growth hacking framework.

Thus, the first chapter will provide an explanatairthe growth hacking mindset
and its main differences with traditional marketing

The second chapter will analyze the factors beliived Growth Hacking rise.
Through this investigation, it deepens the compmsioe of the Growth Hacking
advantages and disadvantages in comparison tddheindset.

The third chapter theoretically applies the Growticking concepts, as refined
by the Lean Startup model, to a new startup througls development.

Lastly, the fourth chapter will show an empiricgipéication of most of these
ideas to a specific company: Dropbox.



Chapter |
Grow Hacking as a new marketing mindset

1.1 Growth hacker definition

Though the expression “growth hacker” is increalyisgreading worldwide and
it is, so far, a common word in the Silicon Vallepnd the overall USA startup
environment, its roots are quite recent. Sean,ElESO of Qualaroo and former growth
hacker ad Dropbox, Lookout, Eventbrite and othexghe first one to adopt this new
term. In 2010, he defined a growth hacker as “s&gemwhose true north is growth.
Everything they [grow hackers] do is scrutinized its/ potential impact on scalable
growth™;

However, we can track back the real booster in adréw Chen articleGrowth
Hacker is the new VP Marketin@012), identifying a growth hacker as hybrid of
marketer and coder, one who looks at the traditiapneestion of “How do | get
customers for my product?” and answers with A/Bstekanding pages, viral factor,
email deliverability, and Open Graph”

On this point, Ryan Holidays (2014), while confingithat “a growth hacker is
someone who has thrown out the playbook of traggiionarketing and replaced it with
only what is testable, trackable and scalablstates that “growth hackers often have a

programming background, but it's not requirkd”

1 Ellis, S. (2010, July 26):ind a Growth Hacker for Your StartuRetrieved from Startup Marketing:
http://www.startup-marketing.com/where-are-all-grewth-hackers/.

2 Chen, A. (2012, April 27)Growth Hacker Is the New VP MarketinBetrieved from @andrechen:
http://andrewchen.co/how-to-be-a-growth-hacker-abrdcraigslist-case-study/.

3 Holiday, R. (2014)Introductionto Growth Hacker MarketingCroydon: CPI Group (UK) Ltd, p. XXV.



Thus, the Eommon characteristic seems to be an ability te takponsibility for
growth and an entrepreneurial drive'ather than the presence of a technical coding
experience because “the end goal of every growtkerds to build aself-perpetuating

marketing machinéhat reaches millions by itsef”

Growth hackers can apply a wide set of strategiesdch this aim.

Uber, the famous Americanobile ride request compangponsored tech events
in San Francisco. Accordingly, it could target teeh community members as early
adopters and gain a huge publicity through blogsbsites, social media and every
other online platform they use to write’on

PayPal made a deal with eBay, the leading auctienfsr online sellers to
consumer sales. Its logo was published on thadijstamong the other preferred form of
payments. Therefore, it could leverage on the |laB@y community and spread among
both buyers and sellérs

Gmail, the email service provided by Google, had imwitation-only beta
release, this gave an air of exclusivity to the product gewple were in fact asking for
invites to others”.

The list of growth hacking tactics is long but tnest famous is surely that one
applied by Hotmail, one of the first providers oéd email in 1996. Just through

putting the tagline “Get your free email at HoTM4ikt the end of each message sent

4 Holiday, R. (2014)Growth Hacker MarketingCit. P.82.

5 Ellis, S. (2010, July 26Find a Growth Hacker for Your Startu@it.

6 Gin, A. (n.d.).What is a growth hackerRetrieved from Aginnt.com: http://www.aginnt.comggith-
hacker/#.Vqj1MyorKUU.

7 Brown, M. (2013).Uber — What's Fueling Uber's Growth EnginBetrieved from GrowthHackers:
https://growthhackers.com/growth-studies/uber.

8 The Top Three Examples of Internet Growth Hack{@13, May 10). Retrieved from Mixrank Blog:
http://blog.mixrank.com/the-top-three-examples+teinet-growth-hacking/.

° Oppong, T. (2014, June 3013 of The Most Ingenious (and Successful) Growthckihg
Strategies...EveRetrieved from Alltopstartups: http://alltopstgrsucom/2014/06/30/ingenious-
growth-hacking-strategies/.



by a Hotmail account, the user base increased Hoonsi within few month¥. The
system was soon copied by other companies as Appl@&lackBerry.

However, as stated by Aaron Ginn, “growth hackisgiprocess, not a secret
book of ideas. Growth strategies cannot be easipiedd and pasted from product to
product. Growth is never instantaneous. It is nexarnight. It is a mindset at which
you approach problems”

Growth hacking is a new way to conceive marketing the business strategy.
Marketing has been traditionally viewed as “thelactor business of promoting and
selling products or services, including market aesle and advertising®. Nevertheless,
the technological evolution and the changing ecaoolandscape have put this
definition under pressure. Growth hacking has comdi the classic product
development and marketing functions in a unifieddfiwhere the focus is the user and
viral diffusion. Everything is now interconnected teach exponential growth. The
product is modified and tweaked many times untitan fully satisfy the customer
throughout all its life cycle. In fact, the viralitnust be firstly embedded in the product.
Once the product is ready for the market, it i$yfllck-start to the mainstream market
using publicity stunts or other techniques. Thisletton in the traditional marketing
idea is further noted by the American Marketing dsation that has recently
broadened the definition of Marketing as "the attj\set of institutions, and processes
for creating, communicating, delivering, and exajiag offerings that have value for

customers, clients, partners, and society at latge"

10 penenberg, A. L. (2009, October 18). Viral Looporf Facebook to Twitter, How Today's Smartest
Businesses Grow Themselves. New York: Hyperion. riRetd from TechCrunch:
http://techcrunch.com/2009/10/18/ps-i-love-you-getx-free-email-at-hotmail/.

11 Ginn, A. (n.d.)What is a growth hackerRetrieved from Aginnt.com: http://www.aginnt.comdwth-
hacker/#.Vqj1MyorKUU.

12 Marketing. (2016). Retrieved from Oxford Dictionaries:
http://www.oxforddictionaries.com/definition/endlisnarketing.

13 American Marketing Association. (2013, Julpefinition of Marketing.Retrieved from Ama.org:
https://www.ama.org/AboutAMA/Pages/Definition-of-kketing.aspx.



A growth hacker does not need to be either a markatcoder, even if a basic
knowledge of coding is required to be fully in symath the development team.
According to Ginn (2012% all growth hackers share three main attributeta daving,
creativity and curiosity.

Growth hackers use data to both strategize ang/am#éhe results of foregoing
experiments. While a traditional marketer usuakgigns a large campaign but cannot
really understand its outcome, the ROI of the dVeadvertisement effort, growth
hacker plans rely on technology and instruments @haw for the traceability of the
results. All the decisions are data driven.

On the other hand, a growth hacker must be a geeeptbblem solver. He needs
the capacity to think outside the box. Creativéiyneeded to view the pattern behind the
data and the best way to solve the related issues.

Finally, a growth hacker has to ask himself why ¢herent users are users and
why the prospectors are not converting, why a peods quickly growing and why
another is failing. He questions himself about tiser experience and the conversion
rate. He is curious of what is hidden behind théese.

Then, even if the “growth hacker” term is just @hback to 2010, the character
and the mindset it denotes has been already prestig startup biology from decades.

Furthermore, being an approach, rather than afgetlbnological tools, growth
hacking can be applied to every kind of productservice. Marketing is no longer
something that starts once a product is finishedrkigting can be built inside every
product. Once, the product or service is fully deped to compel customers, the tools
of internet and social media make it possible &xKy test, iterate, and improve the
advertising.

The strategies and the practical techniques chemggtantly.

1.2. Differences with traditional marketing

14 Ginn, A. (2012, September Defining A Growth Hacker: Three Common CharactérsstRetrieved
from TechCrunch : http://techcrunch.com/2012/094é8hing-a-growth-hacker-three-common-
characteristics/.



Growth hacking cannot be viewed as an evolutiotraditional marketing. A

marketer usually approaches the product from dyatdferent perspective.

Firstly, as already mentioned, growth hacking aratkating affect the business
at different phases. In the famo@®mpetitive Advantage: Creating and Sustaining
Superior PerformanceMichael Porter depicts th#arketing and Salesctivity as
following the overall production — consisting tfbound Logistics Production and

Outbound Logistics.

~

Firm Infrastructure

Human Resources

Support :
Activities Technology Development
Procurement =
\ : S
Q
=
Inbound Overat Outbound | Marketing Servi
Logistics pefations Logistics | and Sales SLVICE

Primary Activities

Figure 1: Michael Porter’'s Value Chain.
Source: https://sites.google.com/site/dylanjbosiekhapter-3

Traditionally, marketing has been viewed as thevitgtof promoting and selling an
already made product. Once the product or the cs®iigi arranged, the marketer plans
campaigns to attract clients and to make the poispestomers wanting it. The aim is
to persuade people to like the product, and sulesetyuouy it.

Growth hacking changes this approach. Marketingsdoet start with the
already developed product but in the developingsph&rowth hackers analyze the
market, try to discover the customer/user prefeesnsearch for reliable data and, only
then, the product is built. Furthermore, it is #erative process. Whether the initial

15 Porter, M. E. (1985)Competitive Advantage: Creating and Sustaining 8ap&erformance.New
York: Simon and Schuster.



product does not perform as expected and the rmg¢lmough which the growth hacker
planned to assess the results are not delivermgxpected outcome, it is changed. The
product can be tweaked and tweaked again unglithies the so called product/market
fit'®. The aim is to build a product that people like.

Additionally, growth hacking also affects the Seeviactivity - which includes
all the processes required to make the product vedidctively after it is sold. The
customer care and the collection of the customerptaints and feedback are important
inputs into the process of product improvement. Tdrewth hacker curiosity
characteristic treated above is mostly concerneall discovering what the user thinks
about the product and why she/he acts in a spewdig. Of course, the application
updates so as the maintenance and warranty of sigahyroduct can be included in

this process of information gathering and custohmeesagement.

Another important element of divergence betweernwgrohacking and the
traditional marketing is the kind of initial produ&irms used to sell products that were
finished, ideally perfect. The idea behind manystfireleases is to distribute
merchandise with high quality standards that camagp in the market and beat the
competition. Growth hackers usually start with aimium viable product (MVP).

The MVP concept was coined by Frank RobingBEO of SyncDev, in 2001
A minimum viable product is “a unique product tima@ximizes return on risk for both
the vendor and the custom&t”

A developing team can incur two equally wrong desigf product: on one side,
a product without required features which failsattract customers, on the other, an
overdesigned product that increases the risk fidr endor and customer. For instance,
an initial product with many components impliesHag cost of development, higher

guality assurance cost and more design time fovémelor and increases the adoption

16 Marc Andreesen defines the product/market fit lsirfg in a good market with a product that can
satisfy that market”: see Andreesen, M. (2007, J2ie Product/Market Fit.Retrieved from
Web.stanford.edu: http://web.stanford.edu/clas€féE2oductMarketFit.html

17 SyncDev. (n.d.)A Proven Methodology to Maximize Return on RR&trieved from Syncdev.com:
http://www.syncdev.com/minimum-viable-product/.

18 bidem.



time and training for the customer. All these exggenare associated with the risk that
the product fails to satisfy the customer at alieToverall development phase is based
on hypotheses about the target market and theroestoreferences. These assumptions
may prove to be false.

The MVP is “a difficult-to-determine sweet spbtbetween these two opposite

Return-on-Risk Analysis

High Minimum Viable e e
Product (MVP) i
ROI
Low
Low Risk or Effort High

Figure 2: Return-on-Risk Analysis.
Source: http://www.syncdev.com/minimum-viable-pobdu

designs. It can be viewed as an application ofSharpe Ratit) idea to the business
strategy.

The MVP maximizes the return-on-risk of the ovelalsiness by acting on both
the dividend and the divisor. It increases the rretbecause it avoids costly extra
features. Furthermore, the risk is reduced bectnesérm faces fewer fix expenses and
the overall reduction of the product’s costs letmls cheaper validation of the initial
assumptions. Once the fundamental hypothesis athmuttarget market is proved
correct, the product can be improved accordindnéodients’ reactions. Consequently,

the waste of money due to a failure of the origamgectations is minimized.

19 |bidem:.

20 The Sharpe Ratio is a measure of risk-adjustadrredeveloped by the Nobel laureate William F.
Sharpe. It is the average return earneexices®f the risk-free rate per unit of volatility ortsd
risk. See: hmvestopedia. (n.d.). Retrieved from Sharpe Ratio:
http://www.investopedia.com/terms/s/sharperatia.asp



By this way, the growth hacker can collect valealhformation on the
customer tastes and feedbacks to employ for funteBnements of the service or
product. Thus, the MVP became just one point obwerall iterative procedure to learn
and reduce the ambiguity. This system is known eanLStartup and will be discuss
later in this work.

The idea of an incomplete perfectible product orvise strikes with the
marketing mentality. Nevertheless, it is more dléato a context of extreme

uncertainty.

Even after this whole process of product improverngrowth hacking still have
remarkable dissimilarities with traditional markuji
While old school marketing relies on instrumentgesvision, radio and magazine
advertisements, billboards or even email spam, tirdwacking avoids these means or
uses them in different and low cost ways.
The traditional channels suffer of two main shomtowg:
1. they often have high cost per acquisition of neentt and a low life-time value
due to high saturatiSAwhich makes them basically expensive;
2. they are not trackable.
In particular, the second point implies that traxhial marketers cannot actually

measure the ROI of their investments. In fact, e¥ahe expenditure of a billboard

Boi (Investment Gain - Investment Cost)

(Investment Cost)

campaign or of television ads — the “InvestmenttCpart - is easily measureable, the
related results — the “Investment Gain” part - e more complicated to quantify.

These traditional means are affected by the losafofmation due to aggregate data.
The new sales may be explained by seasonal fathasyord-of-mouth as much as by
the marketing investments. Historically, this heduced the marketing decisionsgiat

instinct and the overall function to gambling.

2l See p. 67.
22 Holiday, R. (2014)Growth Hacker MarketingCit.

10



Growth hacking relies on a series of web instrusieas Google Analytics,
KiSSmetrics and SiteMeter, that make it possibléréck the data to understand the
“Investment Gain” part of the ROI formula. In tigy, it is easy to investigate not only
how much it is paid in a kind of online advertisernbut also how many new customers
are acquired and the return per person. The umusria reduced and managed better
It is possible to recognise which investments ai@euperforming and cut them.

The online tools also facilitate scalability. Whilee classic marketers usually
want to have a big launch with a massive adver&sgnsampaign and are willing to
spend millions on it, growth hackers prefer to expent on low/local level and scale
the investment if it has proven successful. Thgyyathe scientific approach to assess
the worthiness of a marketing decision. This camichthe failure and the major waste
of money of a campaign based on deceptive assunsptio

These instruments are coupled with a strategy tdrgets free advertisement.
For instance, the Hotmail taglinegGet your free email at HoTMaiB* allowed to
convert each email sent from a Hotmail account frea ad. The more the user base
grew, the more Hotmail gained free sponsors.

Traditional channels are used in a different wagthr than paying for an
advertisement in a newspaper or on televisiongtberth hackers try to make the media
talk about their products using publicity stunthieTCanadian firm ApTiquant may be
considered a master in this field. It spread aysfuaving that people using Internet
Explorer have a lower IQ than those who do notthsebrowser. The study was soon
proven to be false but only after various mediaregal about it and the company was

able to gain widespread free préss

Lastly, growth hacking is often based on strategfies are very technical and

complex, something a traditional marketer could thobhk about. The most famous

23 stefanski, R. (2015, May 5hey Marketers, Stop Using Your Gut InstirRetrieved from One Hour
Professor: http://onehourprofessor.com/hey-markettyp-using-your-gut-instinct/.

% See p. 2.

25 100 Greatest Publicity Stunts of All Tim€012, October 23). Retrieved from BitesizePR:
https://bitesizepr.com/100-best-pr-stunts/.

11



example is the Airbnb integration with Craigsiist Airbnb is a website founded in
2008 that let users to rent whatever lodging thayet. It is a case of multi-side
platform where each side, both the hosts and testguenjoy network effeéfs Then,
during its first years, Airbnb had to quickly dempla large number of users. Back to
2010, it accomplished this task on the demand sttle guests - thanks to a successful
integration with Craigslist, the largest USA webdibr renting. By exploiting a flaw in
the Craigslist system, Airbnb made possible forhitsts to publish their listings on
Airbnb and, clicking a button, automatically on @sdist too. This difficult task was

accomplished with no public Craigslist ZRIThe Airbnb hosts could still enjoy the

Post "A couch in the mission " to Craigslist |x zndex | X
Airbnb © to me 9:07 AM (3 hours ago) Reply
Hi Rishi,

Re-posting your listing from Airbnb to Craigslist increases your earnings by $500/month on average

Click here to re-post "A couch in the mission " in 1 click.

By re-posting your listing to Craigslist you'll get the benefit of more demand, while still being able to use
Airbnb to manage and moderate your inquiries

Best,
Airbnb Support Team

Airbnb publication instruments, far superior to ttegatively few automated tools of

Craigslist, while having the huge amount of potrtenants provided by Craigslist.

Figure 3: Airbnb email to repost on Craigslist.
Source: http://growth.digital/wp-content/uploadd12/11/airbnb-craigslist
emaill.png

26 Chen, A. (2012, April 27)Growth Hacker Is the New VP Marketir@jt.

27 Airbnb. (2015) About Us.Retrieved from Airbnb.com: https://www.airbnb.camédut/about-us.

28 Network effect‘is the effect that one user of a good or sertias on the value of that product to other
people. When a network effect is present, the vafug product or service is dependent on the
number of others using it.” SeeNetwork effect.(2015). Retrieved from Wikipedia:
https://en.wikipedia.org/wiki/Network_effect.

29 “AP| (application program interface¥ a set of routines, protocols, and tools for ding software
applications. The API specifies how software congmis should interact and APIs are used
when programming graphical user interface (GUI) ponents. A good APl makes it easier to
develop a program by providing all the building dds. A programmer then puts the blocks
together”. See: Beal, V. (n.d.)API - application program interfaceRetrieved from
Webopedia.com: http://www.webopedia.com/TERM/A/AfRinl.

12



The Airbnb strategy resulted in quickly boostinge tlacquisition of new
customers on both sides of the platform. Howeweznef the result was a good answer
to the old marketing question d¢fow to acquire new clientshe methodology is

something technical more related to engineering.

13



Chapter Il

Factors in the growth hacking rise

“Growth hacker” is a new word for most but a lohgld practice among the
best internet marketers and product managersico8iValley=°.

The Aaron Ginn quote points to two important posi®ut growth hacking. The
first one is that although the term is new it refeto already established
implementations. The latter is that the environimansuch early applications is the

Silicon Valley.

Growth hacking has been developed as a conseqoétiuee main factors:

A. the shortcomings of traditional marketing;

B. the worldwide proliferation of mobile devices amtiernet access;

C. an economic background filled with the presence startups and

entrepreneurship.

In the remainder of this chapter, the focus willdoethese three causes.

2.1 The shortcomings of traditional markefthg

30 Ginn, A. (n.d.)What is a growth hackerTit.

31 This section is aimed to offer a panning shohefissue. For a deeper analysis, see:

Kamran Kashani, J.-P. J. (2008Beyond Traditional Marketing: Innovations in Markeg
Practice.Chichester: John Wiley & Sons.

Lambin, J.-J. (2013)Changing Market Relationships in the Internet Ageuvain-la-Neuve:
Presses universitaires de Louvain.

14



A first definition of what is demarcated &®ditional marketinghas already
been provided in the previous chaptelhe concept can be further deepened looking at
the marketing-mixidea®. Marketing can be made of many ingredients. Eorder
McCarthy classified these elements under four Psoduct Price, Place and

Promotior?*. The marketing executive must choose the right coatltin of strategies

Marketing

Mix

Figure4: E.J. McCarthy’s 4Ps of marketing mix.
Source: http://tips4eyedocs.com/wordpress1/20106/afoduct-marketing
and-optometry-4ps-of-mccarthy-partone/

for each of these aspects. In this process, héohla®k at budget constraints, the firm

size, the distribution channels available and atlieraction of all these factors.

The four Ps model has been expanded and revisatiffeyent author®, but
traditional marketings fundamentally the marketing rooted on this matdshd the old

“ingredients” available.

%2See p. 2.

33 The termmarketing mixwas first introduced by Neil Borden, presidenttioé American Marketing
Association, in 1953. See: Borden, N. H. (1963)e Toncept of the Marketing Mix. In G. S.
(Ed.),Science in Marketinp. 286). New York: John Wiley.

34 McCarthy, J. E. (1964Basic Marketing. A Managerial ApproacHomewood, IL: Irwin.

35 Among others, see:

15



Its shortcomings can be systematically analyze#ifgpat each different part of
the McCarthy’s marketing mix.

2.1.1Promotion

Promotion includes all the methods used to provide inforomatabout the
product or the company. Promotion strategies cgnlyiradvertising, public relations,
sales organization and the management of word-aftimo

Traditional marketing suffers from the disadvantagef traditional
advertisement channels — the Promotion “ingredient4arketing channelsare all
different types of vehicles for the company’s mgssa hey are instances of traditional
marketing channels: television, radio, publicatisnsh as newspapers and magazines,
billboards, telephone calls, mails, face to facepnsorship of events and street
marketing.

Several articles countdraditional marketingwith digital marketing®. Digital
marketing is “the marketing of products or servieesng digital channels to reach
consumers. The key objective is to promote brahdsugh various forms of digital

media®’. This approach is flawed because of the fact thainly considers the

- Booms, B. H., & Bitner, M. J.-5. (1981). MarketiGgrategies and Organization Structures for
Service Firms. In J. Donnelly, & W. Georg®larketing of Servicegpp. 47-51). Chicago:
American Marketing Association;

- Lauterborn, B. (1990). New Marketing Litany: Fows Passé: C-Words Take OvAdvertising
Age 61(41), 26.

3 Among others, see:

- Digital-marketing-strategy.weebly.com. (n.digital Marketing versus Traditional Marketing.
Retrieved from Digital-marketing-strategy.weeblyrco http://digital-marketing-
strategy.weebly.com/digital-marketing.htmt;

- Lavinsky, D. (2013, March 8)s Traditional Marketing Still AliveRetrieved from Forbes.com:
http://www.forbes.com/sites/davelavinsky/2013/03i®&aditional-marketing-still-
alive/2/#6¢2c377436dc;

- Mercer, C. (2015). Traditional vs. Online Marketing. Retrieved from
Seriouslysimplemarketing.com: http://seriouslysiemparketing.com/traditional-vs-online-
marketing/.

37 Financial Times. (2016, Janaury 1&}.com/lexicon Retrieved from Definition of digital marketing:
http://lexicon.ft.com/Term?term=digital-marketing.

16



Promotion part of the marketing. It overlooks th&roduct the Price and thePlace
fields. On the contrary, growth hacking enclosegtal marketing but changes the
overall architecture of traditional marketing.

Social media, search optimization, google AdWomspsites, blogs, mobile
applications, emails, chats can be consideredxalinples of digital marketing. Digital
marketing covers also other forms of advertisemsoth as SMS and MMS that are
not strictly related to the internet.

It follows a list of relevant defects of traditidr@omotion that are overcome by
digital marketing and growth hacking instruments.

Cost

The first disadvantage of advertisements on telmvjsradio and the other
media, as already mentioned in the previous ch¥ptir the high cost per client
acquisition. Television ads are usually prohibitige most small companies. Currently,
a 30-second ad for the 2016 Super Bowl is sellangaé much as $5 millidh The high
level of demand raises the prices of the main media

Furthermore, competition brings saturation, whictérs the life-time value of
the investment. Customers are overexposed to dewmdsa They can read many
commercials in a publication. Television breaks fas minutes. Even famous events
usually have quite a lot of sponsors. It takesatdime before a person forgets about a
specific promotion unless it is particularly impsa& which is usually not the case.

The local media such as a regional radio statioa tswn newspaper is more
affordable but this advantage is coupled with aificantly lesser reach.

Limited audience

Traditional marketing channels are affected by toastraints of a limited
audience. While such limits are physical in theecakevent sponsorship, face-to-face,
street marketing and billboards where the audien@®ngenitally small, the broadcast
media is often limited by national boundaries @utation. It can typically reach a large

group of spectators depending on the Country size.

% Seep. 7.

% Groden, C. (2015, August 6Yhis is how much a 2016 Super Bowl ad coRstrieved from
Fortune.com/: http://fortune.com/2015/08/06/supawdbad-cost/.
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Internet and digital marketing can enable compatoesvercome geo-political
constraints with a minor deployment of resourcaterhet advertisement is potentially
global.

Like of timeliness.

An old style marketing campaign is planned monthadvance. It is carefully
researched and has a focus on details and execinme it has begun, changing it may
imply high adjustment costs and lags. Billboarddyestisements on magazines and
flyers are nearly impossible to change once priated released. The use of traditional
media also faces some difficulties. An ad on a Harmel, for instance, is planned
depending on its price, the audience charactesisand the overall network
programming. Modifications may be subject to coetiral constraints or lags due to the
need to produce the spot again.

Updating a website, a blog, a Facebook accountdgital leaflet can be done
in a matter of hours.

Additionally, digital marketing also has the adwge of providing real time
results. It is possible to check the daily numbieusers for an application, the bounce
rates, the conversion rates, trend hashtags andberunof clicks virtually
instantaneously.

The timeliness of information (input) and updatesutput) leads to the
possibility of being able to rapidly change and @dthe strategy, a luxury the
traditional marketers could not afford.

No traceability

This issue has already been analyzed. This infeomatan be found in the
second paragraph of the first chaffter

Hard to Target Audience.

Traditional marketing channels usually have a haghkt of acquisition per new
client because there is a waste of resources getiag the wrong kind of people. A
radio ad may be heard by a vast audience of natteneisted people besides the

prospectors that may actually convert to real qusts.

0 See p. 7.
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Print and broadcasts provide statistics about asdieemographics, but “once a
magazine is mailed, a paper is delivered or ansdaraadcast, you don’'t know who
actually read, saw or viewed your 44"

Digital marketing provides far more refined instremts. Social media and
search engines, among others, can store date td@uter’'s preferences and make an
accurate profiling. They enable for targeting thedkof person that can really have an
interest in the product or service that is providegjital marketing can be less “forced
on user”. In turn, this implies very high conversiate.

Static

Face-to-face, calls and mails are some of the mteractive traditional
marketing instruments, however, besides small lessies, they are usually too
expensive to cover the overall targeted marketdificanal marketing tends to be static
and one-way. It is the company that sends mesdagag to convert outside people
into buying clients. In Traditional marketing “pdepon’t share a community with the
brand, and as a result, they don’t c&feThere is a lack of community building.

Digital marketing provides news and sophisticatestruments for community
building. Emails, websites and, above all, sociatlim enable organizations to be more
and more interactive. Customers can comment ance shair ideas about a product.
They can send feedback or complaints and haveyneathntaneous answers. They can
“like” the company Facebook page and get real tippdates about offers and events.
They are engaged into the business.

Companies may also make specific offers depending trackable user
behaviors. Dropbox, a file hosting service, hasmbhesng a successful referral program
to quickly increase its user base. Currently, acbaser can earn 500 MB of free space

per referral and up to 16 GB

4“Ashe-Edmunds, S. (n.d.)The Disadvantages of Traditional AdvertisinRetrieved from
Smallbusiness.chron.com/: http://smallbusinessrchoom/disadvantages-traditional-advertising-
21215.html.

42 Souza, J. (2012, February 2Pyos & Cons of Traditional vs. Social Media Marketi Retrieved from
Socialmediatoday.com: http://www.socialmediatodamfcontent/pros-cons-traditional-vs-
social-media-marketing.

43 Dropbox Inc. . (2015)How do | earn bonus space for referring friendsDimpbox? Retrieved from
Dropbox.com: https://www.dropbox.com/help/54.
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Focus on acquisition

Traditional marketers and digital marketers ar# &0 much dedicated to the
acquisition of new clients rather than the retentd current customers.

A Forrester Research study shows that individusgllers spend almost 80% of
their interactive marketing budgets on display saedrch engine advertising, while most
of the revenue comes from returning or repeat @aged from a small percentage of
clients*4°. In Europe, 38% of total revenue comes from rétgrand repeat purchasers
which are merely 10% of the total visitors. In tbeS.A. this trend is even more
evident: 41% of revenue is originated from retugnamd repeat purchasers that amount
to only 8% of total usef&

On the contrary, growth hacking firstly focusestba satisfaction of the existing
user base. Only after collecting good current custs’ ratings, the product is
advertised to expand its market share.

However, this difference is mostly based on the wasy Product part of the

marketing mix is approached.

2.1.2Product’

A product is “an item that satisfies what a consudemands®. It can be either

a tangible good or a service.

In the traditional mindset, the marketer only hadhoose a strategy depending
on the product’s life-cycle. It merely had an imfhce on the product mix but the most
of its work is outside the development domain. Mérkg is predominantly related to

branding and positioning.

44 The report classifies website visitors into thoag¢egories: shoppers (no previous purchase), iaturn
purchasers (one previous purchase), and repedigases (multiple previous purchases).

45 VanBoskirk, S. (2011)JS Interactive Marketing Forecast by Industry 2@It6.Forrester Research.

46 |bidem
47 For a detailed analysis of the problems offneductpart of the traditional marketing, see pp. 4 - 6.

48 Marketing mix.(n.d.). Retrieved from Wikipedia.org: https://eikipedia.org/wiki/Marketing_mix.
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As explained in the first chapter, this has theremus downside of often
reducing traditional marketing to the activity abmoting a defective product with the
connected waste of resources for both the firmthaclients.

The Product part is the real focus of the growth hacking btlesiugh
innovation. By merging the development and markgetinnctions, growth hacking
avoids the risk of wasting money on trying to markénopeless product. Furthermore,

the marketer is now in charge for tweaking the "qa@duct until it becomes “good”.

The old marketing mindset also had a less impontgedkness related to the
Productpart. Products usually were not conceived to [stornized. The customization
was something viewed as costly and inefficient. Tkan Manufacturing framework
developed through the 1990s has gradually charigegérspective.

The set of technologies, culture and proceduresimatback to the Toyota
Production SysteM have made clear how to efficiently produce in $nhainches.
These physical improvements coupled with digitaftketing and growth hacking tools
enable the company to customize its services awodupts. Though the technical
aspects are complex, the overall mechanism is guitele. The more a firm interacts
with a client, the more it can collect informatiabhout them. The more data available,
the more the company can develop customized prsetbecvices that appeal to the
customer.

Amazon, an American ecommerce and cloud computmg has been one of
the pioneers in using data to foster heighten gualistomer experience. Amazon has
two kind of users: sellers and buyers. Using datauatransactions and trends, Amazon

is able to make specific recommendations to botlthefn. One of the most famous

4 Womack, J. P., Jones, D. T., & Roos, D. (200He Machine That Changed the World (Reprint
edition).New York: Free Press.

%0 The Toyota Manufaturing System (TMS) is a socichtécal system developed between 1948 and
1975 by Taiichi Ohno and Eiji Toyoda, industrialgereers working for Toyota, a Japanese
automotive manufacturer. It reduces wastes indige company through a set of principles,
technologies and procedures affecting both the faatwring and the logistics. To deepen the
issue, see: Toyota Motor Corporation. (1998he Toyota Production System — Leaner
manufacturing for a greener plandtokyo: TMC, Public Affairs Division.
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features is the Almost Out-of-stock emailAnalyzing data on selling, inventory and
customers’ seasonal habits, Amazon can warn ar seltlen he risks running out of a
product. Additionally, it can also makes suggeditm sellers about new products or
services that are likely to be easily sold whickytitcan find useful to add to their
existing inventory. On the buyers’ side, crossimg tiser’s individual data with the data
of the other users buying the same type of produatsazon is able to send to the
customer ads and offerings about merchandise erpected to find interesting. Then,
Amazon’s digital tools impact on the seller's int@ry and product mix while making

customized offerings to the buyers and pushingifercommercialization of products or

services they are currently searching for but cafind.

2.1.3Price

The price is the amount that the customer paysh®iproduct or the service. It
is adjusted primarily according to the market peat&in strategy, the competition, the
price elasticity and the overall company cost st

The Price part of the marketing mix has been less subjectritics. Price
strategies have already been widely treated bysiclsmanagement literature and, in
this field, the digital instruments adopted by trewth hackers offer essentially an

incremental innovation rather than a disruptive®ane

Also concerning price, a refined differentiatiommw possible depending on the
collected data about the users’ characteristiaen@' income and average expenditure,
tastes, price elasticity and community have impurteffects on the firm ability to

determine and differentiate the price.

1 Rao, L. (2013, August 31How Amazon Is Tackling Personalization and CurationSellers on Its
Marketplace.Retrieved from Techcrunch.com: http://techcrunamf2013/08/31/how-amazon-
is-tackling-personalization-and-curation-for-sedl@m-its-marketplace/.

52 Incremental innovationsare improvements to already existing processesduots, services or
organizations. They maintain or enhance a competitadvantage based on established
businessesDisruptive (radical) innovationsare innovations that produce major changes
significantly impacting on the market. They are altyres from already existing businesses.
Dess, G., Lumpkin, G., Eisner, A., & McNamara, @011). Strategic Management: Text and
Cases 6th EditioriNew York: McGraw-Hill Education, pp. 475 — 477.
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Through websites, mobile applications and otheitaligchannels, firms can
allow to people to choose the size of their offéih® number of “extras” and add-ins
and charge vary prices accordingly.

Furthermore, the geo localization enabled by GHS,adldresses and other
technologies facilitates a price discrimination eleging on the customer’s physical

position.

The timeliness of digital information leads to fhassibility of quickly adjusting
prices and creating discounts based on time ared d@ats is particularly important for

setting a winningkimming price stratedyin an automated fashion.

However, as noted above, these instruments ardyrarstevolution of already

existing traditional marketing strategies. Growsitking does not change this approach.

2.1.4Place

The Place refers to the methods used to deliver the producperform the
service. Thus, this part of the marketing mix consehe distribution channels. There
are several strategies available. For instance, agketer can adopt an exclusive
distributior?* rather than an intensive distributi®rneighten the customer’s perceived

value.

53 skimming price strategyhe firm, at beginning, offers a new or innovatiproduct at a higher price
since the “early adopters” aren’t very price sewsitThen, it lowers the price to “skim” off the
next layer of buyers and so on until the productumgs and the price is eventually set on a
competitive level. See: Wilson, R. F. (2000, May B%: Pricing Strategy as Part of Your
Internet Marketing Plan. Retrieved from Webmarketingtoday.com:
http://webmarketingtoday.com/articles/plan-pricing/

54 Exclusive Distributiona form of distribution “in which only one wholdeg, retailer or distributor is

used in a specific geographical area... This immmon form of distribution in products and
brands that seek a high prestigious image”. Sean@hS. (2015)Types of Distribution:
Intensive, Selective and Exclusive DistributioRetrieved from Yourarticlelibrary.com:
http://www.yourarticlelibrary.com/distribution/typeof-distribution-intensive-selective-and-
exclusive-distribution/5780/.

%5 Intensive Distribution“aims to provide saturation coverage of the mabiyeusing all available outlets.
For many products, total sales are directly linkedhe number of outlets used (e.g., cigarettes,
beer). Intensive distribution is usually requirethere customers have a range of acceptable
brands to choose from. In other words, if one brandot available, a customer will simply
choose another”. Sedidem
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Traditional marketers changed and extended theategfies to adapt to the
threats and opportunities of the Internet. E-conuetrhas been growing throughout
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Figure5: B2C e-commerce sales worldwide from 2012 to Z0iBillion U.S. dollars).

This statistic provides information on B2QG&emmerce sales worldwide in 2012 and 2013 includ
forecast until 2018. In 2016, global B2(-commerce sales are expected to reach 1.92 trillio8
dollars.

Source: http://www.statista.com/statistics/261226/e-commerce-sales-worldwide/

the last two decades and it is expected to kedhisipath.

Internet usage has also shifted the preferrediloligion system from indirect
channels towards direct channels where the firmsedirdirectly to the customer rather
than from wholesale to retail.

This has improved the firm’s ability to control tdewnward chain value and
assure a higher level of quality to the clientsfdct, channel distribution problems can
occur because of the channel partners. The partaerdhave inadequate products or

% According to OECD, am-commerce transactiois the sale or purchase of goods or services over
computer mediated networks (broad definition) oe thternet (narrow definition). See:
Fredriksson, T. (2013, April 9)E-commerce and Development - Key Trends and Issues.
Retrieved from Wto.org:
https://www.wto.org/english/tratop_e/devel_e/wkshaprl3_e/fredriksson_ecommerce_e.pdf.
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market knowledge and conflicting incentives witle firm. The result is poor service to
customers and lost sales opportunties

However, even th@lacestrategies are affected by the classical downédlthe
traditional approach: gut instinct.

“Growth Hacker starts trying out different distritmn channels to find a
sustainable way to reach out to target users. hasato find out what works better for
their product. Choices made at this point are dritay qualitative considerations
whether a channel seems to fit the nature of tleelymt and target users. Later, the
growth hacker will optimize further within the chaeis that seem to work to arrivetiae
channelwhich provides maximum desired user behavior pseht®s,

The issue will be deepen in the third chafSter

In conclusion, the afore-mentioned weaknesses agfitipnal marketing have
pushed for related solutions of the growth haclkipgroach.

Nevertheless, it is important to underline two adages that traditional methods
may still claim and the growth hacking techniquessk!

- they have been tested and proven for decades;

- they use real word channels.

Particularly, the instruments that enable dataeagaig and analysis implied by
growth hacking are mostly Internet based.

“With traditional marketing, anyone with a newspgpmail service, television
or radio can learn of your business or senfAtdhternet instruments are tied to people

having an online medium and being Internet savvy.

5 Linton, 1. (n.d.). Marketing & Solving Channel Distribution ProblemsRetrieved from
Smallbusiness.chron.com: http://smallbusiness.cbhoan/marketing-solving-channel-
distribution-problems-20661.html.

%8 Jain, A. (2014, December 30prowth Hacking and The Art of Experimenting wittDastribution
Channel. Retrieved from Medium.com: https://medium.com/@#gaian/growth-hacking-and-
the-art-of-experimenting-with-a-distribution-chafd@ 071a22a35a#.9h45foeze.

%9 See p. 53.
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Growth hacking is backed by a specific technoldgecarironment.

2.2 The changed technological landscape

The world has rapidly changed in recent years. bamks, smartphones and

tablets have drastically changed everyday life.
A famous NBC News'’s collage highlights the diffusiof the new technologies.

e & :':.'“ﬁ" L -'.,‘ ‘.'l
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Figure 6: St. Peter's Square in 2005 vs. 2013.

The first pic shows St. Peter's Square in 2005 &ftgpe John Paul 1l's death, when his body wasied
across the square and into the Basilica for pulslewving.

The second pic represents the same place in 20BD8@asion of the first Pope Francis’s speech diie
election.

Source: NBCNews

8 Higuera, V. (n.d.). Advantages & Disadvantages of Traditional Marketingetrieved from
Smallbusiness.chron.com: http://smallbusiness.chom/advantages-disadvantages-traditional-

marketing-25573.html.
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The difference between the two pictures in thergghlis impressive. After only
eight years, almost every person in St. Peter'safgis equipped with mobile devices.
Furthermore, the kind of mobile device is totallyffetent. The computation
capabilities, internet speed and storage haveatidally increased.

Growth hacking relies on analytics, real time resud/B tests, online surveys,
automation, SEO - search engine optimization, edntearketing, social media, emails
and a set of technical tools. These instrumentbased on the connection of users with
the firm.

Then, besides mere innovation, three main techimdbfactors have built the
field for the growth hacking diffusion:

- greater internet access;

- the propagation of mobile devises;

- the rise of huge internet platforms.

2.2.1Growth in the internet access

Growth hacking may imply strategies that dependdmgital channels that are
not internet based such as SMS and calls and itatsayapply real world techniques.
However, most growth hackers are programmers thatinternet based solutions both
to gather data and to launch the product into thekat.

Furthermore, growth hacking has been a practicetlyjnos high tech startups
whose products often are applications availablel&vnload in the app store.

Thus, the internet access of firms and customedusdamental precondition.

Internet access “connects individual computer teats, computers, mobile
devices, and computer networks to the Internetblerg users to access Internet
services, such as email and the World Wide Wéb.”

In recent years, the number of internet usersr@asased substantially.

51 Internet accesg2016). Retrieved from Wikipedia.org: https://eikipedia.org/wiki/Internet_access.
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B World @ Low income High income Middle income United States

Figure 7: Internet users (per 100 people)
Internet users are individuals who have used therhet (from any location) in the last ‘months
Internet can be used via a computer, mobile phpeesonal digital assistant, games machine, di

TV etc.
Source: International Telecommunication Union, Wiioflelecommunication/ICT Development Re

and database, and World Bank estimates.

While in 2006, less than the 20% of the world’s glagion had internet access,
in 2014, 4 people out of 10 been able to connec¢héointernet at least once in the
previous twelve months.

However, figure 7 shows high inequality in interrdistribution. In 2014,
internet users were roughly 80% of the populatiorhigh income countries but only
6.3% in low income nations.

The uneven internet access is one of the main elisnoé the digital divide: “the
gap between people with effective access toinftonmaand communications
technology (ICT), and those with very limited or mocess®. Government policies,
geographical location and financial conditions pddlyan important role in determining

who can take advantage of internet.
The issue can be better analyzed looking at thadtrand affordability which

links the cost of the high speed net to peopl@iaricial resources.

fvattal, S., Hong, Y., Mandviwalla, M., & Jain, A2q11). Technology Diffusion in the Society:
Analyzing Digital Divide in the Context of Sociall@3s.44th Hawaii International Conference

on System Sciences (HICS%), 1 - 2.
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Figure 8: Broadband Affordability.
Cost of broadband subscription as a percentagevefage yearly income.
Source: ITU and World Bank.

In some poor countries such as Madagascar, Afgtaanand Mali, the cost of a
broadband subscription exceeds the annual incomke wh North America, Russia,
Australia and the most of Europe it is less th&d.

Nevertheless, even middle income countries can hseeous problems
regarding digital divideThe Affordability Report, drawn by the Alliance féffordable
Internet (A4Al), a consortium of private compani@sd public sector organizations
dedicated to bringing internet costs down througlicg change, found that the majority
of people that cannot afford an internet connectiomot live in the poorest countries
but in countries as Indonesia, Iran, China and iBréith high income disparity. Once
Internet Service Providers (ISP) have connecteditheareas of the towns, they do not
bring the internet access to the slums or the poai regions because of the low level

of demané®.

Besides internet access, another important issueels quality. Low speed or
frequent outages are likely to discourage intemnseteven if a person can access it.

Internet speed has been constantly improving. biheates for dial-up modems
was 110 bit/s in the late 1950. As of 2015, broadbaas ubiquitous around the world,

with a global average connection speed exceedintyl6it/s>*.

83 Jorge, S., & Goldstein, J. (2013he Affordability ReportAlliance for Affordable Internet.

64 Akamai. (2015, Dicember 30Akamai's [State of the Internet] Q3 2015 Repdretrieved from
Akamai.com: https://lwww.akamai.com/us/en/multimédie@uments/report/q3-2015-soti-
connectivity-final.pdf.
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However, even on this side, there are strong disgmramong countries. In
2015, South Korea had the highest average intspestd with 20.5 Mbps while some

countries as Venezuela and Paraguay had an aveagection of less than 2 Mi5ps

Additionally, the Akam&® Q3 2015 Report shows how there are still frequent
outages are worldwide. Outages may be due to humaidents, natural factors or
political interventions. For instance, both Syriaddrag experienced outages in 2015

whose causes are still unkndin

Growth hacking strategies are strongly affected thig disparity. Growth
hacking is born in the Silicon Valley in the USA &b, as showed by figure 7, 87.4%
of the population has internet access. Digital retanky and all the internet based tools
are likely to be defected for markets in low incooeeintry or in middle or high income
regions with digital divide.

The usual distribution channels can completely taden if there is an internet
connection, the download of a program from the stppe may be so time consuming to
deter any possible user.

Furthermore, the growth hacking community has beauntiplying around
virtual places like blogs, websites, social mediggs and foruni& A further diffusion
of the growth hacking mindset in new realities ree¢d be backed by an internet

ecosystem.

65 Ibidem.

6 Akamai Technologies, Inc. is the American glolesider in Content Delivery Network (CDN) services
and a cloud services provider.

57 Ibidem

%8 Among others, see:
- http://www.growthhackersconference.com/
- http://lokdork.com/
- http:/techcrunch.com/
- http://lwww.startup-marketing.com/
- http://growthhackers.com/
- http://andrewchen.co/.
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2.2.2The spread of mobile devices

The Internet has been fundamental in the developoferowth hacking.

As noted above, internet access may happen thraugige set of instruments:
individual computer terminals, computers, mobilevides, and computer networks
which means that it is possible to access intefr@in both fixed and mobile
instruments.

Through the last decades of the"20entury, internet access was essentially
desktop based. The first access to the mobile wasbaemmercially offered in Finland
in 1996 on the Nokia 9000 Communicator pH8nkn the first years of ZiCentury, the
development of new technologies enabled mobilecgsvio improve and perform better
with a web connection.

Eventually, in 2014, the mobile web overcame theditional fixed-line services

on laptops and desktop computers.
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Figure 9: Number of Internet Global Users.

The figureshows the number of people using internet via dpsks the number of peo
using internet via mobile. A person who conneasdésktop and via mobile is cour
for both.

Source: http://www.smartinsights.com/mobile-marn@ftinobile-marketingnalytics
/mobile-marketing-statistics/

The trend showed by the figure 9 is expected tdigoe, at least in the short
run. The technological development is bringing itite market more and more mobile
devises able to fully compete with desktop compu@ustomers who do not have

9 Mobile Web(2015). Retrieved from Wikipedia.org: https://eikiwedia.org/wiki/Mobile_Web.
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particular professional needs see tablets, hylandseven smartphones as comfortable
substitutes of traditional desktop computers.

In 2015, the time spent per American adult userdasrwith digital media was
allocated for the 42% to desktop/laptop and fordheo to mobilé®,

On this point, the above mentionddamai Q3 2015 Report gives an interesting
insight into the voice and data traffic for mohleones.

As showed by the figure 10 below, both have besimgithrough the last five
years, but data volume’s development has beerfatlagher rate. The slight increase
in voice volume may be due to an increased numberobile devices coupled with a
lower voice usage of already existing users. Atwadhat can be explained in terms of
a shift towards VolP* applications.

- Mo
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Figure 10: Total Monthly Mobile Voice and Data.

The figure shows mobile voice and data volumes filoenfirst quarter of 2010 to the th
quarter of 2015. The traffic is related to smartphe, tablets, computers, and other devices
connect to the Internet through mobile network piexs.

Source: https://www.akamai.com/us/en/multimediaiduents/report/q3-2015-soti-connectivity
final.pdf

0 Bosomworth, D. (2015, July 22)Mobile Marketing Statistics compilationRetrieved from
Smartinsights.com: http://www.smartinsights.com/itesmarketing/mobile-marketing-
analytics/mobile-marketing-statistics/.

"t Voice over IP (VolP)‘is a methodology and group of technologies foe tlelivery of voice
communications and multimedia sessions over InteRretocol (IP) networks, such as the
Internet”.  See: Voice over IP. (2015). Retrieved from  Wikipedia.org:
https://en.wikipedia.org/wiki/Voice_over_IP
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The report identifies the growth in data traffiostead, as being driven by two
factors: the increase in average data volume pbscsiption, fueled primarily by

increased viewing of video content, and the inadasnartphone subscriptidhs

Mobile cellular subscriptions can be used as a\pffox the spread of mobile
devices.

The World Bank data reported an average of 96.3ilmngkllular subscriptions

per 100 people.

@ World @ Low income High income Middle income United States

Figure 11: Figure 10: Mobile cellular subscriptions (pe®Q people)

Mobile cellular telephone subscriptions are subgtions to a public mobile telephone service
provide access the PSTN using cellular technology. The indicatweludes (and is split into) t
number of postpaid subscriptions, and the numbexctife prepaid accounts (i.e. that have been
during the last three months). The indicator applie all mobile céllar subscriptions that offer voi
communications. It excludes subscriptions via dedads or USB modems, subscriptions to pt
mobile data services, private trunked mobile ratiédepoint, radio paging and telemetry services.
Source: World Bank, Ietnational Telecommunication Union, World Telecomization/IC1
Development Report and datab

However, this data must be treated carefully. luldde a mistake to infer that
96.3% of the population has a mobile device. A Isiqgerson can have many mobile
phone subscriptions as made clear by the informatioout high income countries
where there was an average number of 123.3 subsospper 100 people in 2014.

Furthermore, the data does not account for USB medesubscriptions to public

mobile data and other means to have mobile intexcedss.

72 Akamai. (2015, Dicember 300kamai's [State of the Internet] Q3 2015 Rep@it. Pp. 43 — 44.
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Nevertheless, the figure can be considered relimbshowing the quick spread
of mobile devices around the world. The trend igipalarly upward sloped for low
income countries where the economic and financaistraints highly reduce the
analysis problem of more mobile cellular subscoipsi per person. In these States, the
number of subscriptions per 100 people rose froi if. 2006 to 57.2 in 2014
performing a clearly positive trend.

The spread of mobile devices has enabled formsleérisements employing
SMS, MMS, calls, mobile internet and GPS technasdihat are different from the
desktop based digital marketing.

Growth hackers are the vanguard in the utilizatibthese systen$

However, a comparison between figure 11 on the runab mobile cellular
subscriptions and figure 7 about the internet uperpoints how digital channels that
are not internet based, such as SMS and callsllyideen be used to reach a wider
audience — 96.3 mobile cellular subscription ped p@ople vs 40.7 internet user per
100 people worldwide. The proposition is true faery group of countries: high
income (123.3 vs 80.6), middle income (93.6 vs B4rid low income (57.2 vs 6.3).

Nevertheless, once accounted for the issue of phellubscriptions, this trend
becomes really remarkable for low income nationsteilia possible digital marketing
strategy aimed at targeting the majority of the yafoon could simply adopt not

internet based solutions.

2.2.3The rise of huge internet platforms

The spreading of cheaper internet access coupldda the proliferation of
mobile devices has led to the last main technolddaector behind the growth hacking
mindset emergence: the rise of huge platforms.

As the Airbnb case discussed in the first chdptattests, growth hackers design
integrations with huge platforms to speed up tlaeheof a multitude of users.

3 See p. 65.

74 See p. 8.
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These channels are both larger (billions versusliamjl and faster than
traditional marketing channels. The main instarfcguch platforms are social networks

like Facebook or Twitter with hundreds of millioaGactive users.

Facebook 1.550
WhatsApp

Qa

Facebook Messenger

QZone

WeChat

Tumblr
Instagram
Twitter
Baidu Tieba
Skype
Viber
Sina Weibo
LINE
Snapchat
Yy
VKontakte 100
Pinterest 100
BEM 100
Linkedin* 100

Figure 12: Leading social networks worldwide as of JanuaBl@, ranked by number of active users
millions).

This statistic provides information on the most ydap networks worldwide as of January 2016, ranks
number ofactive accounts. Market leader Facebook was thst fiocial network to surpass 1 bill
registered accounts and currently sits at 1.55dnillmonthly active users.

Source: http://www.statista.com/statistics/27201atgl-social-networks-ranked-by-number-of-users/
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The major size of such channels trivially impliésitt the information about a
product are now able to reach far more individdlaés in the past and can easily cross
the geo-political bounds that often constraint neaper, radio and television networks.
Particularly, a CNN study found that around 43%abifonline news sharing happen
through social media and the related t6ols

A small group of influencers — those who sharesast six stories per week - is
responsible for most of the propagation. The resefound that 27% of frequent
sharers account for the online distribution of 87Rall news storie?.

Viral marketing” is based on this framework.

Nevertheless, it is the speed by which these plagcare able to spread news
that allows a business to growexponentially.

Rumors are able to travel fast when they are shlayemhdividuals that know
each other. In fact, a study, conducted by CerataBushows that users are more likely
to trust information and share it on social mediaduse it comes from people they are
familiar with’®,

However, the speed and dynamics affecting the sfatsad are still not clear.

On this point, the figure 14 shows the trends ahesoof the most famous
hashtags following the terroristic attack at Cletiebdo, a French satirical weekly

magazine, on 7th January 2015.

7S Indvik, L. (2010, October 75o0cial Networks Dominate Online News Distributi®T ATS] Retrieved
from Mashable.com: http://mashable.com/2010/10@V-frews-study/#aZvzwBvPAPqa.

6 |bidem

7 Viral marketingaims to achieve marketing awareness or other rtiagkebjectives through the use of
technigues able to create self-perpetuating mestrananalogous to the spread of a virus.

78 Ceren Budak, D. A. (2012Diffusion of Information in Social Networks: Is All Local? Santa
Barbara, USA: ICDM.
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Mots-clés
B #CharlieHebdo
W #JeSuisCharlie
M Charlie Hebdo
M B #RespectForMuslims

Mise a jour :
16.01.15 10:00

Nombre de tweets col

Jan 6 Jan7 Jan8 Jang Jan 10 Jan 11 Jan 12 Jan 13 Jan 14 Jan 15

Date

Figure 13: Charli Hebdo tweets: top-hashtags.
Source: http://www.martingrandjean.ch/graphique-digdnebdo-jesuischarlie/

From the 6th January to the day after, the welWkmdashtagtCharlieHebdo
jumped from 0 to almost 4 million of tweets. Thend has a visible downstairs slope
the following day.

There is an important momentum component in th@agation of rumors and
growth hacking strategies that are able to usenii@entum to boost the spread of ads.

Though they present these astonishing numbers, imigmet based platforms
are a recent phenomenon. The most famous sociahnfeacebook, was launched on
February 4, 2004. Since then, social networks have been quicklyvivg.

The Pew Research Center, a nonpartisan Americank tiaink that provides

information on social issues, public opinion, amtdndgraphic trends shaping the United

I Facebook Inc. (2015). About Facebook. Retrieved from Facebook.com:
https://lwww.facebook.com/facebook/info/?tab=pagf.in
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States and the world, reports that, in 2015, 65%Apferican adults use social
networks$P.
However, this percentage is the final result ofead dating back to at least the

2005, the year in which the center started to cotlata.

100
75
50

25

2006 2008 2010 2012 2014

-® Internet Users  -@ All Adults

Figure 14: Percentage of all American adults and interasing adults who use
least one social networking site.

No data are available for 2007.

Source: Pew Research Center

As a matter of fact, in 2005, only 7% of Americastulis - 10% of American
internet-using adults, was active on social netwoflihis percentage was up to 25% in
2008 and to 46% in 2010, after which the slope slispthat the next increase was only
to 55% in 2012.

Splitting social network usage by age deliversredgéng results.

80 perrin, A. (2015, October 8)5ocial Media Usage: 2005-201%etrieved from Pewinternet.org:
http://www.pewinternet.org/2015/10/08/social-netiwng-usage-2005-2015/.
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Figure 15: Percentagemong all American adults, % who use social netingrkites
by age.

No data are available for 200

Source: Pew Research Center

In fact, as showed by the figure 15, there is arctiecrease of social network
usage in relation to age. In 2015, the number opfeeoperating on at least one social
network is 90% in the 18 - 29 age group but onl93% adults who are more than 65
years old. However, while the increasing trend setrbe stopping for the other age
groups, a dynamic that may be due to market satarahe curve of the 65 or older

group is still upward inclined.

Further splitting the data in relation to the lewéleducation, income or other
variables would provide equally valuable insi§hts

The main point is that huge internet based platéprimternet access and even
digital devices (mobile or not) are differently dable according to a wide set of
factors ranging from the user’s financial situatiorher or his physical location.

While the spread of this instruments has surelyewad the audience that can be
reached with the common growth hacking tools, thgree of coverage may still be an
important issue in expanding a target market.

However, the data driven mindset behind growth mmackshould lead any
modern marketer to account for this problem and aiseix of traditional marketing

techniques or real word means together with thevtirdnacking instruments.

81 It is remind to the original work for deepeningetissues. See: Perrin, A. (2015, OctoberSgjcial
Media Usage: 2005-201%it.
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2.3 The economic landscd&pe

The shortcomings of traditional marketing and thHeanged technological
landscape are useful in explaining the rise of ginolaacking. Still, they are elements
present in several regions worldwide.

Nonetheless, the Aaron Ginn quote at beginnindhisf ¢hapter highlights how
growth hacking took roots in Silicon Valley rathéran in another USA area or in
Europe or in Asia.

Then, there must be some variable that makes fleorsiValley environment

unique.

2.3.1Technical skills

“Silicon Valley is a leading hub and startup ecdsys for high-tech
innovation®3,
The zone has a rare amount of technical capabiliel expertise that is absent

in many other regions.

83 Silicon Valley (2015). Retrieved from Wikipedia.org: https:/isikipedia.org/wiki/Silicon_Valley.
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Figure 16: Science and Engineering Talent by Category.
The S&E categgris comprised of workers in the following occupasi: Computer, Physical Engine¢
Design, Biological, Mathematics, and Aerospace Begis & Scientists. Design includes Designers
Artists & Related Workers. Both were added to tR& $ccupations tcry to capture the employmen
Graphic Designers and Multedia Artists & Animators. According to the U.S.r&wu of Labo
Statistics Occupation Employment Statistics (May20both occupations represent almost 60 perci
employment in both Designers and Artists & RelAtéatkers.
Source: U.S. Census Bureau, 2000 Decennial PUME] 2bnerican Community Survey
As pointed out in the figure 16, in 2011, in Sa@tara and San Mateo Counties
— Silicon Valley includes parts or most of Santar&@lCounty, San Mateo County, and
Alameda County - there were more than 200,000 wenk&th science and engineering
skills, mainly in the computer and physical engmeg fields. Furthermore, the
allocation of these workers is quite different frolne United Sates distribution with a
predominant orientation towards computer — 54%5%% .4
This data is even more significant when comparethé¢ototal work force. In a
2013 Forbes article, Joel Kotkin points out th&te“Valley’s ratio of 45 engineers per
1,000 employees is twice as high as any other l@gararea” which is a factor that the
author considers “the Valley's key asset” and “hade it by most measurements the

nation’s most affluent metro are?f".

Regarding innovation, the area of San Francisco @ihdon Valley produces
more patents in the U.S.A. than in any other zdheccounts for 15% of all the

American patents in 2014.

84 Kotkin, J. (2013, July 31)America's Engineering Hubs: the Cities with the &est Capacity for
Innovation. Retrieved from Forbes.com:
http://www.forbes.com/sites/joelkotkin/2013/07/3hkxicas-engineering-
centers/#7a0586201e2f.
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Figure 17: Silicon Valley and San Francisco Percentagtl &. and California Patents.
Geogmphic designation is given by the location of tlrst finventor named on the pat
application. Silicon Valley patents include onlpske filed by residents of Silicon Valley.
Source: U.S. Patent and Trademark Office and CalifoDepartment of Finance

In 2014, the Silicon Valley number of patents geanper 100,000 people was
655 with a rise of 37.6% on the 2011 number of®A7® the same year, the overall
USA patent applications were 285,096 which, considet has a population of 318.86
million, implies a far lower rate of 84.91 patewtr 100,000 peopfé

The number of technical workers and patents predi@e important indicators
of the skills and innovation available in a speciegion. Such talents are required by
the highly technical strategies and tools impliedgrowth hacking. SEO, landing
page&’, conversion rate optimizati&h marketing automation, product development
and even a trivial website are all instances oésaghich need a set of experts that may

8 Siliconvalleyindicators. (2015)Patent RegistrationsRetrieved from Siliconvalleyindicators.org:
http://siliconvalleyindicators.org/data/economyfiwation-entrepreneurship/patent-
registrations/.

8 World Intellectual Property Organization. (201%tatistical Country Profiles: United States of
America. Retrieved from Wipo.int:
http://www.wipo.int/ipstats/en/statistics/countryofile/profile.jsp?code=US.

87 Landing Pagesis a web page that appears in response to djoliman ad, a link or a search engine
result. It aims either to convert the visitor itead by asking him for the email address or other
contact information or to make the visitor straightuy the product/service. Landing pages must
be optimized to gain high conversion rates.

8 Conversion rate optimizatiors the optimization of a conversion rate, theraft the user that perform

a desired action over the total beginning cohast.ifstance, the number of users that pay for an
app subscription over the total number of userstihge downloaded the app.
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not be easily accessible. The famous Airbnb cagse#f a proof of the importance of
capable programmers.

Growth hacking could only exist in an area fullsoch competences.

Nevertheless, the startup ecosystem is the maisomedehind the growth
hacking rise in the Silicon Valley. The above men#d skills, even if rare in such
abundance, can still be found elsewhere in thedvaihat is really unique about the
Silicon Valley is its economic landscape filled bbatith entrepreneurship and venture

capitalism.

2.3.25tartup ecosystem

While the link between the technical skills andwtto hacking is quite trivial, it

is more complicated in relation to startups.

The concept of startup lacks a univocal definitibhen, any explanation firstly
needs a well-clarified meaning of the word.

Small Business Administration (SBA), the USA agemtycharge of providing
support to entrepreneurs and small businesses200%a paper describes as a start-up as
“those individuals who have been in business up2enonths®® while in another part
stating that “the word "startup" goes beyond a camygust getting off the ground. The
term startup is also associated with a businegsshgpically technology oriented and
has high growth potential. Startups have some @nisfuuggles, especially in with
regards to financing. That's because investorsl@oking for the highest potential
return on their investment, while balancing theoaigted risks. >

Then, the SBA common features of startup appedret@a group of people
beginning a business, typically technology orienteith high growth potential but also

characterized by unique struggles and high risk.

89 (SBA), U. S. (2007)SBA Client Definitions and Reporting Instructions2007 USA Small Business
Administration (SBA).

% Small Business Administration. (n.dStartups & High Growth BusinesseRetrieved from Sba.gov:
https://www.sbha.gov/content/startups-high-growtisibasses.
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Eric Ries seems to confirm this idea in the groldlcking mindset. In his book
The Lean Startupa startup is defined as a “human institution giesil to create a new

product or service under conditions of extreme ttagety”.

Thus, the uncertainty is the main element. Nobodyuld/ define a new
restaurant as a startup even if it is a businestest fewer than twelve months ago. It
would be different if the “restaurant” is a newtual application through which it is
possible to order food onliffe

The uncertainty makes the startup risky. Eveneafgiototype of a product looks
good it may fail to reach a market, to have custsmer even to be finished and ready.
This uncertainty is related to the basic componeoitsthe business plan: the
product/service, the market and business modéi. itse

The growth hacking approach to company activitezgls to a reduction of this
uncertainty®. Through the use of the minimum viable product scalable experiments,
growth hacking enables for a decrease of coststhedprogressive acquisition of
valuable knowledge about the business model, thhkehand the product/service.

Growth hacking is basically a mean to better martageambiguity of a rising
company. Already established companies in maturketeado not face a high level of
uncertainty; they have tested business modelsptelproducts and clear markets.

This kind of uncertainty is present in startups ampidly evolving sectors like
computers, software, pharmaceuticals and any diblt affected by the need for

disruptive innovation.

Furthermore, the same growth hacking approach topeoy activities that
implies the merge of marketing and product develepinis ill-suited for the traditional
hierarchical company within a well-defined struetuEstablished companies usually

have specific marketing functions, a strict sepanadf roles and internal processes that

%1 Ries, E. (2011)The Lean StartugCit. P. 27.

92 See, for instance, Foodpanda and Just Eat, osdindces acting as a web based intermediary between
independent takeaway food outlets and customers.

% For a deeper analysis, see pp. 4-9.
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do not encurage the flow of knowledge. Whether aketar understands that the
merchandise is lacking something important or hdsfact, she or he has few means to
share this important information and actively pt@hthe modification of the product.

Startups lack a marked hierarchy. On the contthey are fluid. It is possible to
see managers, marketers, designers, programmersngnteers all at the same table,
sometimes even in on person. This is the kind g&woization that exist in growth
hacking: a multitude of different perspectives vehtdre product, the website and other
company assets are seen as something malleableaihdte changed in response to
customer feedback or further data.

Then, while the lack of uncertainty and the hienaral organization of many
huge companies in mature sectors struggle withtridditional marketing flaws, the
startup’s high risks and their fluidity is well-edl for the growth hacking integration of
marketing and product development.

Their overall Product part of marketing mix is leetshaped using a growth

hacking framework.

Additionally, the traditional marketing defects tre Promotion part are even
more problematic in the case of startups.

As Ryan Holiday underlines in the artiét®erything Is Marketing: How Growth
Hackers Redefine the Gamstartups are “averse to traditional marketing fwo

reasons:
1 they don't have the money;
2 they don't have the experienc¥.”

Startups usually face really tight financial coasits, especially if they are

bootstrapping® As showed in the first paragrajShadvertising on radio, television,

% Holiday, R. (2012, December 1Bverything Is Marketing: How Growth Hackers Redefthe Game.
Retrieved from Fast Company: http://www.fastcompeogn/3003888/everything-marketing-
how-growth-hackers-redefine-game.

% Bootstrappingis a way to finance a business without taking amgide founding. The company has to
rely on few money and use marketing that paystéeifi
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newspapers and other traditional channels implregxenditure that is beyond the
budget of most small companies while huge estadaliginm’s can afford it.

On the contrary, publicity stunts and digital madnkg instruments enable free

promotion.

Even when startups use paid ads, they can optitaigeting the right audience,
incrementing the conversion rate, creating scalb#d generation and using the other
tools provided by the technological evolution ahé spread of mobile devices and

internet access.

Furthermore, startups do not usually have a fundiled with people graduated
in Marketing or with an advertising background. yeck the kind of skills required to

implement traditional marketing.

However, this may turn out to be an advantage.eBsibnal marketers may be
frozen in the traditional marketing frameworks.r&tps have the compelling need to do
more with less to win the market, something thgtunes the ability to think outside the

box.

Startups have been progressively forming growtrkingcbecause they need to
manage a high degree of uncertainty, they are,flhiely lack the traditional marketing
expertise and they face compelling financial cansts. While, uncertainty and budget
are typical elements of weakness in traditional kating, growth hacking, which

requires fluidity and an open mind, provides tlghtiinstruments.

Silicon Valley is the origin of growth hacking bes, besides the huge amount

of skills and innovation, it is filled in with staps.

The availability of funds andingel investor¥ mixed with the presence of
valuable research centers, prestigious universtieh as Stanford, high tech companies

and strategic government facilities, such as theSNAAmes Research Center, make

% See p. 12.

9 Angel investaris a wealthy individual who invests in startupsually in exchange of equity or
convertible debts.
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Silicon Valley the World's leadingtartup ecosyste# - “the broad infrastructure of
talent, knowledge, entrepreneurs, venture caital,companies that make up a startup

community’®®.

In 2014, more than the 40% of all the USA ventwapital investments — almost
$15 billion - flowed towards the Silicon Valley atie near San Francisco. The trend

has been increasing from the beginning of the cgntu

I Silicon Valley B San Francisco < Silicon Valley + San Francisco Share of California Total

< Silicon Valley + San Francisco Share of U.S. Total

Figure 18: Venture Capital Investment

Only investments in firms located within the asfined Silicon Valley region are included. All wex
have been inflatiomdjusted and are reported in 2014 dollars, using Bay Area consumer pri
index for all urban consumers from the Bureau dbdreStatistics, 2014 estimate for the Silicon Ve
and San Francisco data, the California consumercgrindex for all urban consumers from
California Department of Finance May Revision Fasic(April 2014) for California data, and t
U.S. city averag consumer price index for all urban consumers ftobenBureau of Labor Statistics
U.S. data.

*2014 data includes Q1-3.

Source: http://siliconvalleyindicators.org/data/exomy/innovation-entrepreneurship/venture-capital
investment/

The venture capital flow is coupled with the preseof promising emerging startups.

A Financial Times research into “unicorif®’created for Atomico, a famous London-based
venture capital group, shows that 52 out of 134 gamies that had reached the billion-dollar mark
over the period 2004 - 2014 were from the Silicail&y ared®*

% Florida, R. (015, July 27)The World’'s Leading Startup CitieRetrieved from Citylab.com:
http://www.citylab.com/tech/2015/07/the-worlds-l&agtstartup-cities/399623/.

99 |bidem

100 Unicorns are fledgling tech groups that are valued at $blowing an initial public offering, sale or
publicly-declared funding round.
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However, the specific characteristics of startupsidt enable for a clear distinction of these
companies from other new non-startup businesses.gblrernment and agency data, besides the
mere economic sector, do not report the degreslobr innovation implied in a new enterprise.

However, an approximation of startups numbers may gained by looking at the
nonemployer firmsdefined by the U.S. Census Bureau as “entitigls liisiness receipts of at least
$1,000, without paid employees and subject to fddErcome taxes®. These companies are

businesses with no employees other than the ownenfsh is typically the case of startups.

o Silicon Valley - Alameda County  # San Francisco  # California 4+ LS.

120
118

i 116

008 008 010 I w2 03

Figure 19: Relative Growth of Firms Without Employees.

Data for firms without employees are from the WC8nsus Bureau, which uses term ‘nonemployers
The Census defines nonemployers as a businesBahato paid employees, has annual business re
of $1,000 or more ($1 or more in the constructiodustries), and is subject to federal income takss
nonemployers are selff@loyed individuals operating very small unincorgted businesses, which n
or may not be the owner’s principal source of ineor8ilicon Valley data include Santa Clara and
Mateo Counties. The 2009 nonemployer data wasueiséugust 15, 201

Source: United States Census Bureau, Nonemplogstiis

Figure 19 shows the increase in the nonemployempeoias in the period 2008 — 2013 in
relation to the overall amount in 2008 which isegivthe value of 100.

Throughout these years, Silicon Valley experieraedncrease of about 9% while near San
Francisco and Alameda County increased by 12% &84 tespectively- all over the U.S.A. the

average is 8%.

101 Ahmed, M. (2014, October 26Rig Tech Start-ups Bypass Silicon Vall&etrieved from Ft.com:
http://www.ft.com/intl/cms/s/0/3def41ce-5ac8-11e#4B-00144feab7de.html#axzz3c9A66QG9.

102 Acs, Z. J. (2009, December)Nonemployer Start-up PuzzleRetrieved from Sba.gov:
https://www.sba.gov/sites/default/files/Nonempl@pR0Start-up%20Puzzle.pdf.
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This data is even more impressive considering bselate value of nonemployers. In fact,
in 2013, Silicon Valley had 192,190 nonemployerslevisan Francisco counted 89,078 and the
Alameda County 124,21%. The total U.S. amount of nonemployers was 23@#i5,

Considering that start-up usually operate in heghtindustries, nonemployer numbers may
be analyzed using data about the related econaators to gain deeper insights about the kind of

businesses they represent - whether startups or not

1B Manufacturing
M Wholesale trade
W Other®
Information
I Finance and insurance
I Educational services
M Transportation and warehousing

M Construction

I Retail trade

M Administrative and support and waste management and remediation services
W Health care and social assistance

I Real estate and rental and leasing

I Other services (except public administration)

1M Professional, scentific, and technical services

TR
Bl B

San Francisco Alameda County California

Figure 20: Percentage of Nonemployers by Industry, 2013.

Data for firms without employees are from the WC8nsus Bureau, which uses the term ‘nonemplo
The Census defines nonemployers as a businedsahaio paid employees, has annual business re
of $1,000 or more ($1 or more in the constructiodustries), and is subject to federal income t:
Most nonemployers are ssemployed individuals operating very small unincagied businesses, whi
may or may not be the owner’s principal sourcenzbime. Silicon Valley data include Santa Clara
San Mateo Counties. The 2009 nonemployer data @asued August 15, 2012.

*Other includes Accommodation & Food Services; Mini Quarrying and Oil & Gas Extractio
Agriculture, Forestry, Fishing & Hunting; and Utiles

Source: Silicon Valley Institute for Regional Sagdli

Looking at theprofessional, scientific and technical servicégure 20 shows
that Silicon Valley, San Francisco and Alameda Q@ptwave a far higher percentage of
nonemployers than the United States average — 2528%% and 23.1% vs 14.1%
respectively.

Likewise, information has a similar dynamic with 1.8% of nonemployers in
Silicon Valley, 2.9% in San Francisco and 2.2% iameda County, while the U.S.A.
percentage is only 1.4%.

103 Silicon Valley Institute for Regional Studies. (20). Relative Growth of Firms Without Employees.
Retrieved from Siliconvalleyindicators.org:
http://siliconvalleyindicators.org/data/economyfimwation-entrepreneurship/relative-growth-of-
firms-without-employees/, p. 2.
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These fields are all related to software, compatet other high tech industries
which are preferred areas of operation for startups

Also, the educational servicegpercentage of 4%, 3.2% and 4.3% for, in
sequence, Silicon Valley, San Francisco and Alam&danty compared with the
U.S.A. average of 2.7% seems to confirm the greafrek of skills and knowledge

treated in the first part of this paragraph.

In conclusion, growth hacking can be explainedthas response to a set of
interconnected factors.

At first, there was a landscape dominated by ti@thl marketing and its
defects.

Throughout the last two decades, scientific develemt coupled with the spread
of better internet access and mobile devices haBled the technical tools to form the
backbone of the growth hacking data driven approAdhditionally, these instruments
made even more evident the shortcomings of theigarsevmindset and enabled new
strategies.

While these elements were present worldwide, tiieo8 Valley startup hub
localised a place full of the skills and innovati@guired to practically adopt the new
set of technological means.

However, startups had a number of weaknesses asich lack of financial
resources, a lack of marketing experts and higlemaioty which constituted the main

friction with traditional marketing flaws that evieially led to the spark.
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Chapter llI

The management of exponential growth

The first chapter has provided a first explanatwin the growth hacking
contributing a set of characteristic features dedrhain differences with the traditional
marketing.

In the second chapter, there has been an analfdiseofactors eventually
leading to the growth hacking rise. Particularly,arketing shortcomings and
technological evolution are elements present inymagions worldwide, whereas the
required skills and startups are abundant in feegs, above all the Silicon Valley.

This chapter analyzes theoretically the applicatmnthe growth hacking
approach to a startup from the beginning througlevolution.

In fact, as already underlined, startups have cheniatics that make them
especially suited for. The high uncertainty, tharsity of financial resources, the lack
of bureaucracy, and an open-mindset culture magsetiscompanies different from the

classical firms adopting the traditional marketing.

However, the chapter two has also showed how grdwitking changes the
overall traditional marketing mix rather than omye Promotion part. Growth hacking
has a complex mindset that goes beyond the purertising®. A growth hacker must
account for the company degree of development \gtrategizing.

Melinda Byerley, founder of TimeShareCMO, a dataeh digital marketing
consultancy, highlights this point stating thatdgth hacking has two phases and using

104 See p. 6.
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the wrong one will sink yod®®. What works for a company with a growing customer
base does not fit for earlier-stage companieslstking for the product-market fit.

Julien Le Coupanec explains the same concept mstaf tractior/growths,
According to the Oxford Dictionary, among other miegs,traction can be defined as
“the extent to which an idea, product, etc. gaiopysarity or acceptanc&”. Julien Le
Coupanec thinks that, in the first weeks or monghepmpany should look for traction
rather than growth.

Traction is needed to have enough customers tdatalithe hypotheses behind
the business model. Through traction, the compaag test changes, conduct
experiments, gather opinions and everything is ee¢d refine its product. The startup
has firstly to collect data to optimize. Only whehe different assumptions are
confirmed and the early adopters have providedtipedieedbacks, the startup can seek
growth.

Implementing growth hacker strategies aimed at grobefore having the
product/market fit implies making the behemoth loé ttraditional marketing flaws:
advertising a defected product.

Once it reaches the product/market fit, the stsatdanges. The company needs
scalable channels to quickly reach a wide audieih¢ms to reduce the acquisition cost
per new customer. It looks for way to improve tife-lime value (LTV) of clients.
There is a constant focus on the business modelexipenditures and the means to
enlarge the user base.

“Traction seems to be a learning phase that cansfstinderstanding the market

and optimizing its product. So that growth doeskilbtyou but enables yod®.

105 Byerley, M. (2015, August 11)Growth Hacking Has Two Phases — and Using the W@ng will
Sink YouRetrieved from Venturebeat.com: http://ventureloean/2015/08/11/growth-hacking-
has-two-phases-and-using-the-wrong-one-can-sink-you

106 Coupanec, J. L. (2015, June 1&rowth Hacking: The 10 Key Concepts You Need toeRdrar.
Retrieved from Hackisition.com: https://www.hackisn.com/growth-hacking-the-10-key-
concepts-you-need-to-remember/.

107 Oxford Dictionaries. (2015). Traction. Retrieved from  Oxforddictionaries.com:
http://www.oxforddictionaries.com/definition/engdliéraction.

108 Coupanec, J. L. (2015, June 16)yowth Hacking: The 10 Key Concepts You Need toeRrar Cit.
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The landmark in assessing these two phases wdlaeict/market fit.

3.1 Before product/market fit

Marc Andreessen defines the product/market fitkesrig in a good market with
a product that can satisfy that market”

Product/market fit means that customers are inorgigsbuying the product.
The company is expanding its sales staff and tleeadivpersonnel. The firm is creating
and successfully delivering value. Basically, adua that achieves the market fit has

virility embedded in it.

Thus, “the only thing that matters is getting toguct/market fit1C.

Reaching the product/market fit is an iterative ggss rooted on repeated
interactions between the corporation and the uase.b The company must know the
client.

However, customer, market and business model drepaat of a set of
hypotheses that the company must test.

3.1.1Starting with a set of ideas and hypotheses

A startup starts with an idea. The idea usuallyceoms a specific human need
and a new way to satisfy it. To rise founds, th&egmeneur has to write seemingly
feasible business plan, “a formal statement of riess goals, reasons they are
attainable, and plans for reaching théth”

However, the business plan is based on a set ofrgE®Nns covering a range of

years.

108 Andreesen, M. (2007, June 2Byoduct/Market FitCit.
1101bidem.

111 Wikipedia. (2015). Business plan.  Retrieved from Wikipedia.org:
https://en.wikipedia.org/wiki/Business_plan.
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Startups are ill-suited for this approach. The wratmn provided by startups and
the uncertainty affecting their basic hypothesekarextremely difficult forecasting the
future. The successful execution of an alreadytemritousiness plan may turn in a
diligent way to reach the failure, i.e. efficientlyeating a product that nobody wants.

Startups need to constantly learn and test thenbssiplan. Furthermore, once it
is accounted for the possibility of wrong prediaso the need for changing the strategy

is evident.

Rather than making in depth market researchesaraugtneeds to experiment
with real customers. An established company canaelmarket studies, statistics and
surveys because it operates in an already presarkeiwith decades of data about
clients’ preferences, price elasticity and so on.

The innovation brought by startups usually implyjew market or anyway a
novel way to serve an existing one. Startups cawoatpletely lean on traditional
market researches because there may not be a naaréibtor the customers may not
know what they really want and are open to pay for.

All this leads to a failure of the application cdditional management principles.

Nevertheless, the “startup success is not a coesegquof good genes or being
in the right place at the right time. Startup ssscean be engineered by following the
right process, which means it can be learned, whokans it can be taught.
Entrepreneurship is a kind of managemé&nt”

This is the main tenet of the Lean Startapnanagement framework, developed
by Eric Riesthat addresses the need for a new kind of managesmeaunting for the
high degree of uncertainty impligadl startups and innovative industries.

The Business Dictionary definesntrepreneurshipas “the capacity and
willingness to develop, organize and manage a basiventure along with any of its

risks in order to make a profif,

112 Ries, E. (2011)The Lean StartugCit. P. 3.

113 Business Dictionary. (2015).Entrepreneurship. Retrieved from Businessdictionary.com:
http://www.businessdictionary.com/definition/entrepeurship.html.

54



Traditional management does not shield properlynftbe startups’ risks. The
long term planning is not appropriate for rapidhanging economic sectors where the
progress is shaped by disruptive innovation. Funtloee, drafting a business plan
requires a knowledge of the market and other fadioat only partially can be drawn
from the theoretical analysis.

Thus, the Lean Start is a framework for empiricddigrning and adapting the
strategy to the emerging information. This is elyatte new approach introduce by

growth hacking.

Startups begin with a set of ideas and hypoth&¢lsat they need it is a way to

continuously validate such assumptions and accghidimprove their ideas.

3.1.2The Minimum Viable Product

As viewed in the chapter ol a minimum viable product (MVP) is a
product which a startup can release in the marikestart scanning the hypotheses
behind its business plan.

The product needs to have enough features for sisgethe few fundamental
assumptions. However, any extra feature is a waste.

Firstly, it may turn that a beginning hypothesisfatse and, then, the product
fails to attract customers. The company has wasia@ resources than needed to learn
the same sad truth.

Furthermore, a MVP with many attributes can resttlee firm ability to
understand which characteristic is delivering vadued which one is only a waste. The
Lean Manufacturing, developed by Taiichi Ohno, dieaddresses this issue explaining
that every firm activity should be broken down iittoparts to analyze each one in term
of value and wasté”.

Overdesigning a product, also, leads to postpoeditst launch because of the

development and quality assurance activities’ lorigee, among other factors. Thus, a

114 See p. 8.

115 Ohno, T. (1988)Toyota Production System: Beyond Large-Scale PrimludEnglish translation
ed.).Portland: Productivity Press.
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firm delays its ability to learn with all the redsmt problems, for instance loss of

competitive advantage, market share and costs.

Lastly, the MVPs are targeted to a set of custorkeosvn asearly adoptersAn
early adopter is “an individual or business whosus@&ew product or technology before
others™!®. Early adopters are people inclined to experinmgnéind testing fresh things.
Thus, they are likely to pay a premium in comparism mainstream customers and this
premium is related to both the higher risk impliada slightly tested product and its
higher price. Early adopters are a valuable sowfceevenue and feedbacks for a
business. However, extra attributes are more likelydiscourage them. In fact, the
greater the number of features the more likelihmothat some is flawed or they are
conflicting each other. Extra characteristics iasee the risk implied by a new

product/service.

The startup can also launch many products at thee dane to separately test
different assumptions. This is not a simple A/Bttedere there are two or more
versions of the same product with just one or feffeint characteristics. Drawing
from the Nordic School idea of goods as “transmsttef service®'’, a whole product
can be seen as set of elements each respondingatti@ilar facet of the same need. To
better understand what is actually providing valaecompany could experiment
separately delivering the different elements/s@wid hus, once gathered the feedbacks
on each element, the final product would be madentf the characteristics that have

been proved to be useful for the clients.

Minimum viable products are basically a way tortea’hey do not need to be
real prototypes. The most important conjecture imusiness plan is whether the

product/service is valuable which means there mesme (not necessary the direct

116 Investopedia. (2015). Early Adopter.  Retrieved from Investopedia.com:
http://www.investopedia.com/terms/e/early-adopsgr.a

117 vargo, S., & Lusch, R. (2004). Evolving To a Newrinant Logic for MarketingJournal of
Marketing 68(1) 1-17.
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user) that would pay for it. Such hypothesis oftan be tested without even building a
product.

For instance, the online platform Kickstarter eeabpeople to crowdsourcing
for creative projectd®. Tech startup founders may presell their innowafproducts
introducing them on Kickstarter. They can makedewi a slide presentation or only an
essay explaining the idea and see if someone esested in funding it. These are all
types of minimum viable products able to test admental proposition: the product

has a market.

However, despite the emphasis of growth hackenmiommum viable product it
is not always the best approach.

According to Rahul Varshneya, “you can build a ptete product and still run a
lean startup.

Not every product or service launched requirestorimiild an MVP*,

Sometimes a complete product is the only choica.dbmpany wants to test its
ability to beat completion in an existing markettwa new product that overcome the
competitors’ ones, it can only release the readypct.

Furthermore, the lack of extra features and thegmee of bugs and defects may
give “false negative”, i.e. proving customers da tike an idea even if they are
disregarding a product only because it is too podédsigned. This pitfall may be even
more common with mainstream customers. While eadgpters are forgiving for

incomplete and flawed product, the most of the ek is quite demanding.

3.1.3The kick-start

Once the MVP is ready, the startup needs to paditipull the first users to

gain traction.

118 Kickstarter. (2015). Start a project.  Retrieved from Kickstarter.com:
https://www.kickstarter.com/learn?ref=nav.

118 varshneya, R. (2015, June 08¥hy You Shouldn't Emulate Silicon Valley CompafoesStartup

Success. Retrieved from  Huffingtonpost.com:  http://www.hiafjtonpost.com/rahul-
varshneya/why-you-shouldnt-emulate-silicon-valleynpanies_b_7540910.html.
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However, in this phase, startups should avoid ptorgochannels that can
immediately scale out of contfé!. The product still has to be tested and refined.

“Nothing kills a bad company faster than good mtnig!2?,

Furthermore, while the old mindset is focused amaeting the attention of
everyone, the growth hackers are mostly concerntédgetting the attention of people
that can become customers (leads). The focus at@cting early adopters.

Early adopters are important because althoughgldengiving about the product
defects, they are more likely to provide opinioasthe company. Additionally, early
adopters tend to become sponsors of good produztshey spend their social capital

actively promoting it.

Still, gaining traction is a task that usually nah be accomplished spending
large budget. Startups have strict financial camnsts. Anyway, digital marketing can
provide viable paths. There are several stratemya@dable, some examples have been
already provided in the previous chapters.

The company may use paid media marketing such asgl&oAdwords,
Facebook Advertising, Reddit Advertising and Linkep Advertising. They allow to
startups to keep under control their budget whitesging the attention of the first users
with a small investment. Pay-per-click campaigresganerally useful to gain traction.

A company can also organizepee-launch pagdefore even building the mvp.
The page explains the product and starts to prontote may also be used to start
collecting orders or build a list of potential usewith emails and other information,
which can be contacted later. Actually, it may bewp itself.

Content marketing also provides a viable path. Hanat should be targeted to
the platforms used by early adopters and avoilarginstream channels. For example,
the startup founders can write articles or postsblogs and forums related to their

product sector.

120 McKeown, S. (2015, May 1515 Early Traction Growth Hacking Strategies For Bips. Retrieved
from Gleam.io: https://blog.gleam.io/traction/.

121 VentureHarbour. (2015). The Ultimate Startup Marketing StrategyRetrieved from
Ventureharbour.com: https://www.ventureharbour.edtimate-startup-marketing-strategy/.
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3.1.4Learning

Once the minimum viable product is ready and théyemlopters are attracted,
the firm can start to gather data about the prodsate.
It can use traditional surveys, calls or the uscahtact centers as
collecting complaints is fundamental.
However, as underlined in the second chapter, drdwatking strongly relies on
digital tools that enable to track and investight user behavioFor instance, Olark is

a live chat plugin that allows to talk in real tinvith the website visitoré?

Considering the importance of word-of-mouth in gmogva law budget business,
a startup usually should focus on improving the Rietmoter Score (NPS) which is the
leading indicator for measuring a user’s likelihotml recommend the product or

servicé®?

Learning imply having the correct metriddetrics are “parameters or measures
of quantitative assessment used for measurememipar@son or to track performance

or production®®. Gross metrics are usually biased and hide impbriactors. For

122 Olark. (2015) About Retrieved from Olark.com: https://www.olark.colndat.

123 The Net Promoter Score (NPS$ calculated asking to the customers how likelysithat they
recommend the product to a friend or colleague.yTban use 0-10 scale for answering.
“Respondents are grouped as follows:

o0 Promoters(score 9-10) are loyal enthusiasts who will keegyifhg and refer others,
fueling growth
0 Passivegscore 7-8) are satisfied but unenthusiastic coste who are vulnerable to
competitive offerings.
o0 Detractors(score 0-6) are unhappy customers who can danmagebyand and impede
growth through negative word-of-mouth.
Subtracting the percentage of Detractors from thecgntage of Promoters yields the Net
Promoter Score, which can range from a low of -(iD8very customer is a Detractor) to a high
of 100 (if every customer is a Promoter)”. Seet Reomoter Network. (2015)The Net
Promoter Score - Leading Growth IndicatorRetrieved from Netpromoter.com:
https://www.netpromoter.com/know/.

124 Investopedia. (2015). Metrics. Retrieved from Investopedia.com:
http://www.investopedia.com/terms/m/metrics.asp.

59



instance, an increasing number of users may no¢laged to the last changes made to
the product, but rather to past choices.

This point is well analyzed in a famous Eric Rieaiticle Vanity Metrics vs.
Actionable Metric¥®. Vanity metricsare those data that might be useful to impress
investors or make employees feel good but are eaityrreliable for decision making.
Examples are the hits to the company website, tineber of downloads for an app, the
amount of messages sent using an IM service oglibmtrend topic of Twitter. They
may deliver a good company imagine but they areabts to show the cause-effect link
that should lead any sound strategy.

Contrarily, actionable metrics may still have thaniky metrics “striking
effects”, nevertheless they are useful informafardecision making.

Any company should focus on actionable metrics.

By disaggregating gross data, growth hackers caa ¥ialuable information
about the customer’s demographics, behavior, ceierates and anything useful to
understand how the product is performing. The wayoaluct can appeal to determined
prospectors is clearly influenced by their own eleggristics as tastes, income, age,
political preferences and gender.

It is particularly useful the application of tisales funnetoncept drawn from
traditional marketing.Sales funnels based on the idea that firms drive customers
through a buying procedure divided into differetgps. The number of steps depends
on the kind of business and the overall marketipgr@ach. However, it usually starts
with a large number of potential customers and ewitls a much narrow segment of
loyal clients.

The figure 21 offers a typical configuration of aes funnel — specifically with
four sell steps.

125 Ries, E. (2009, May 19).Vanity Metrics vs. Actionable Metrics.Retrieved from
Fourhourworkweek.com: http://fourhourworkweek.co@?2/05/19/vanity-metrics-vs-
actionable-metrics/.
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Prospects
Inquiries
Proposals/Sales

New Customers

Figure 21: Sales funnel
Source: http://buyfactors.com/wp-content/upload$/02/sales-funnel-02.jpg

Growth hacking applies digital marketing to theesalunnel measuring specific
metrics for each designed step. Matching theseicaetith Cohort analysi¥® provides
valuable data about the product and the effects®nésome changes.

For instance, rather than measuring the overall bgse increase, a tech startup
concerned with the growth of its internet based, @jgm assess the weekly number of
downloads. This gross data can be split accordinye specific sells funnel steps:

- the number of users that download the app but toegister;

- the number of users that register but do not lpg in

- the number of users that log in but use the app;onc

- the number of users that use the app differentstioug do not pay;

- the number of users that pay for the upgrade amipra account.

Looking at this data, the company can understandraviit should improve.
Additionally, it can assess the impact of any cleatrgcking the evolution of these
metrics through different weeks. In fact, the calaralysis can shield from the legacy
problem of gross numbers where trends may be celetepast choices rather than

current actions.

Once they have chosen the right metrics, comparadasbetter learn about the
worthiness of a new product feature uski® testswhich means releasing two or more
versions of a product (“version A”, “version B”, éwsion C”, etc.) and look at the data
to understand which performs better.

On this point, startups should be aware of the evalue to the interaction of

different features in experimenting and assessiatp.dSomething that may be

126 Cohort analysisdoreak data about the total users/clients into ggsaarranged accordingly to specified
characteristics ranging from time periods to peasfeatures.
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considered worthless alone may have an import impacthe customer experience
when matched with other elements.

Then, the growth hacking learning is not only matif right minimum viable
product, tools to collect data and other techniecstruments. It is mostly about looking
at the right metrics. Specifically, according toriérRies, the company metrics should
be:

1 actionable: they must demonstrate clear causetaktlationships;

2 accessible: reports must be clear and simpledoaacessible from everyone
inside the organization;

3 auditable: the data must be credible to employeles should be able to
analyze and test both if they mutually consistemi & they are true. Even better
whether the data can be tested with real customesiag interviews. Thus, employees
can also earn insights about why the customerbeiraving that waly’.

3.1.5Rebuilding

The Startup discoveries about the customers arenthés for improving the
product.

A Startup can be fundamentally viewed as a meagotovert an idea into
something material. Testing the basic hypothesadsléo a refinement of the overall
idea that, in turn, should be translated into bngda better product.

However, this process is not a one-sequence agprdas iterative. A firm can
always discover something valuable about the mattkatt should guide to practical
changes in the overall business.

The Lean Startup model has at its corelthiéd-measure-learn feedback loop.

127 Ries, E. (2011)The Lean Startump. 75 — 78. Cit.
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Figure 22: Build-Measure-Learn Feedback Loop
Source:  http://www.leanblog.org/2010/01/notes-otakk-by-eric-ries-on-
lean-startups/

This approach is based on the conceptatiflated learning“a process in which
one learns by trying out an initial idea and thezasuring it to validate the effect. Each
test of an idea is a single iteration in a largescpss of many iterations whereby
something is learnt and then applied to succeeeisig™?2,

Thus, the starting point is a new hypothesis. Thather the firm builds the
minimum viable product or modified it accordingly the case of successive iterations.
Once, the product is changed, it is released imthket. Thus, the company can collect
data about the customers’ reactions. This data ineistnalyzed in accordance with
actionable metrics.

The firm can learn from this analysis and repeatpgtocess over and over again
in a loop of continuous improvement.

However, even if the loop is Build-Measure-Lears jflanning works in the
reverse order. The company should start thinkmmuawhat it needs to learn. Then, it
has to set the actionable metrics that can propextk the linked customer’s reactions.
Lastly, the engineers should develop a product t@at be used to elicit these

customer’s behaviors.

128 Ries, E. (2011)The Lean Startu@p. 9 — 10. Cit.
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The company should try to minimize the total tirperst through the all loop for
learning faster and faster. This is especially ingd if the startup has left not much

runway-2°.

Nonetheless, a flaw of this approach is its focascarrent customers. Even
using cohort analysis the firm is mostly able tsess the reactions of the users it is
already attracting. However, there may be far npaditable groups of people with
totally different preferences.

Eric Ries and the overall Lean Startup Movemenimset® be overlooking the
importance of positioning and its main pitfall: d@sing a low-profit margin segment.

Once a lean startup has started to attract a sp&nifl of user, using the Build-
Measure-Learn feedback loop it tailors its actegtiaccordingly. Thus, the opinions
from current customers will be more and more pesithe most the company refines its
product.

Looking at the famous Michael Porter's pap@rhat is strategy? it is
straightforward stating that the startup is actugbursuing either aneed-based
positioningthat is “serving most or all the needs of a paliacgroup of customers” or a
variety-based positioninthat is “based on the choice of the product oviservarieties
rather than customer segmenrt8” However, whether the company started serving a
market segment with a low average profitability,wbuld modify all its structure
accordingly iteration after iteration until it isgztically stuck in perfectly serving a not
much worth group of customers. The problem becosves more evident considering
that many startups delay the moment in which thast sharging customers for part or
all the service to enhance the user base growth.

This seems to be a new version of the traditiorehagement pitfall that growth
hacking and the lean startup method claim to sa@uecessfully executing a business
plan that leads nowhere.

129 Runway the amount of time until a startup goes out ofibess, assuming the current income and
expenses stay constant. Typically calculated bidolig the current cash position by the current
monthly burn  rate.  See:  Startupdefinition.  (2015)Runway. Retrieved from
Startupdefinition.com: http://www.startupdefiniticom/runway.

130 Porter, M. E. (1996, November-December). Whatttat8gy?Harvard Business Reviewp. 61 — 78.
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3.1.6Innovation accounting

The Build-Measure-Learn loop describes a potegtiafifinite process of
refinement for the entire business.

This procedure is particularly important before greduct/market fit. As Marc
Andreesen underlines “lots of startups fail befpreduct/market fit ever happens”,

actually “they failbecausehey never get to product/market fit*

The Lean Startup model addresses this issue thrinigghnovation Accounting
which enables startups to prove objectively that they laegning how to grow a
sustainable business?

As the Innovation Account framework is built on tBeild-Measure-Learn
Feedback Loop, it is made of three milestones.

Firstly, a startup builds the MVP to establish whiris right now - the baseline.
Clearly, the company should start testing the @skiassumption to optimize.
Otherwise, it could have validated less importaqueetations only to later discover that
the adopted business model has some major flaw.

After, it should refines the product and its ad¢ies adopting the Build-Measure-
Learn loop. The company should be able to move ttwrbaseline to the ideal which is
the hoped situation prospected since the begirofitige process.

Lastly, the company faces a decision point. Acyyalli may have different
decision points through all the process of tuniagugp by the learning loop. At each

point, it can persevere if it is making progressdals the ideal. Otherwise, it cpivot

Eric Ries defines givot as “a new structured course of correction desigoned
test a new fundamental hypothesis about the prodtrategy, and engine of growtf®
If the company pivots the process starts all owgaira The company may

change its customer target or widening it. It mamplement a major transformation to

131 Andreesen, M. (2007, June 2BYyoduct/Market FitCit.
132 Ries, E. (2011)The Lean StartugP. 116. Cit.

133 Ries, E. (2011)The Lean Startug®. 149. Cit.
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the product serving a new need or the same ondliffezent way. It may also modify
the way to profit. There are several kinds of palespivot.

The sign of a successful pivot is that engine-tgnectivities are more
productive after the pivot than before. Once thmpany has implemented the major
change - pivoted, it should be able to reach betiprovements in its metrics because,
now, it is refining a product that the current cusérs are really interested in.

However, a company does not have to throw awayy&vag when pivoting.
Most of pivots are about arranging already exiséisgets in a new more valuable way.

A famous instance on this point is Instagram. Igigten is an online service that
enables its users to take pictures and videosshacde them either publicly or privately
on the app, as well as through a variety of otloeras networking platforms, such as
Facebook, Twitter and Tumblr. However, Instagramsvirn as a location-based
HTMLS5 app “Burbn” that let users check in at pastar locations, make plans for
future check-ins, earn points for hanging out viitends, and post pictures of the meet-
ups.

During its first month, Burbn was only earning adast number of users. As
one of its founders, Systrom, pointed out, thereewa jumble of features that made it
confusing®* Then after keeping tweaking the app for a whites Burbn founders
adopted analytics to determine how, exactly, tbastomers were using Burbn. They
found out that users weren't using Burbn's chedeatures at all. They were using the
app's photo-sharing features. Thus, they decidatisicharge most features and focus
only on the photo and video elements.

Relaunched in 2010 with the current name, Instragyaickly went viral.

3.2 After Product/Market Fit

134 Garber, M. (2014, July 2)nstagram Was First Called 'BurbnRetrieved from Theatlantic.com:
http://www.theatlantic.com/technology/archive/2@#instagram-used-to-be-called-
brbn/373815/.
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The improvement cycle embodied in the build-measemen loop can always
bring positive results and should be run to stagadhof the competition.

However, once the company has reached the prodaré@infit, it can start
growing exponentially.
Marketing is, now, embedded in the product andag hll the right characteristics to

start spreading.

3.2.1Engines of growth

The startups do not need to build a “brand”, thegdhto build and an “army of
immensely loyal and passionate custom@&PsThe second is easy to track, define and
grow. Itis real. The former is just an idea.

The Lean Startup is based on the conceperajine of growththat is “the
mechanism that startups use to achieve sustaigatweth” wheresustainable growth
means that “new customers come from the actiopssif customers®.

The growth is self-sustaining when no external weses or one-time solutions

are needed.

According to Eric Ries, there are three types dfirm of growth: the sticky
engine of growththe viral engine of growth and the paid engine wgh. Each of

them requires a different set of metrics and sfiat=’.

Thesticky engine of growths rooted on the importance of customers’ retenti

The company should focus on the churn rate anddgaisition rate.

The churn rate also known asittrition rate, refers to the number of customers
that abandon the company over the total numbeustiomers in a given time. A high
churn rate is often symptom of something wrong aliba company that should be
quickly investigated.

135 Holiday, R. (2014)Growth Hacker Marketing?. 28. Cit.
136 Ries, E. (2011)The Lean Startug?. 207. Cit.

137 Ries, E. (2011)The Lean StartuPp. 206-223. Cit.
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The acquisition rateis the number of new customers over the total rema
customers in a given period.
The speed of the company growth is given bycbmpounding growth ratthat

is the acquisition rate less the attrition rate.
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Figure 23: Acquisition rate and churn rate.

This figure is based on the followidypotheses: the beginning user base is 100(
churn rate is 5% and the acquisition rate is 20%.

Source: made by the writer

The figure 23 well highlights the importance of ttfeurn rate. In fact, even a
small churn rate of 5% has a disastrous impacthengtowth of the company. In the
period 17, the total number of users lost overctmeotal number of current users.

Customer retention is fundamental and, as repoimedhe chapter twi®,
traditional marketing is usually more focus on #ogjuisition than on the retention even
if acquiring a new customer is usually far lesdfipable than retaining an old one.

Modern companies can employ digital channels tagdedifferent levels of
customer engagement. There may be one-time cusiproastomers with special
privileges, premium customers and so on. Growttkéacusually analyze conversion
rates from each category to understand the compaility in making the current
customers increasingly loyal.

Strategies that foster engagement are fundamental.

138 See p. 34.
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For instance, Pinterest made use of ‘infinite’ Horg to keep its users hooked
on the platform. Thus, it enhanced the customeeggpce removing the loading times,
the efforts and the other pains brought by the nedxowse through web padés

Anyway, besides the product features, a companyeogage users building a
community through social media. Facebook pagesitioga Twitter or Instagram
followers, videos or messages sharing, YouTube radlanare all useful means. The
customer must be kept updated and involved.

However, social media marketing has the downfatety on external channels.
This exposes the firm to the risk that the managermkthe channel changes its policy.
Facebook has been repeatedly modifying its polimyualikes and page visibilit§P.

A company should always use owned traffic t@wned medias any web
property that the firm controls and is unique ® birand such as websites, blogs and

apps. A marketer has a complete control on thid kirchannels.

The viral engine of growthis based on the quick spread of a product/service.
Virility is enhanced by the word-of-mouth but mgstiappen as a side effect of the
normal product usage, as in the Hotmail ¢dse

As Ryan Holiday points outvirality at its core is asking someone to spend their
social capital recommending or linking or postirgpat you for free™#2 A product
should not be only worth spreading but also ablertwoke a desire in people to spread
it.

The viral engine of growth is based on a feedbadp Icalled viral loop. The
right metric is theviral coefficient (K-factor) that denotes the number of additional

clients gained for each new customer.

139 Minchin, A. (2014, May 28)20 Awesome Growth Hacking Examples — What Do Thaye Hn
Common? Retrieved from Zestdigital.com: http://www.zesithdjcom/20-awesome-growth-
hacking-examples/.

140 See, for instance: Kumparak, G. (2015, MarcHfS¥ou Run a Facebook Page, Expect the Like Count
to Drop SoonRetrieved from Techcrunch.com: http://techcrunainf015/03/05/disappearing-
thumb-trick/.

141 See pp. 4-5.

142 Holiday, R. (2014)Growth Hacker MarketingP. 32 — 33. Cit.
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The growth is viral when the K-factor is higher i
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2500000
2000000

1500000

Total customers

1000000

o /

1 2 3 4 5 6 7 8 9 10
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==\/iral coefficient =0.6 == \firal coefficient =1 Viral coefficient = 1.4

Figure 24: Viral coefficient.
This figure is based on the following hypothedis: beginning user base is 1000.
Source: made by the writer

The figure 24 shows the impressive difference betwee viral coefficient of 1.4
and a viral coefficient of 0.6. This data are eweore meaningful thinking at them in
absolute numbers. In fact, a viral coefficient off simply means that every 100
customers bring 14 new customers while they brimig 6 new customers with a viral
coefficient of 0.6.

To keep the viral coefficient high, many compardesnot charge the customers
directly but rely on indirect source of revenueaavertising. Social networks are a
typical example.

As explained in the second chaptér virality can leverage on existing
platforms. Growth hackers can use a thoughtful integratiorhveitbig platform like
Facebook, eBay or Twitter to make full use of peapttworks to their advantage. For
instance, Spotify, a Swedish commercial service rfarsic streaming, podcast and
video, allows to its users to post the tracks thay are listening to on Facebook, thus
placing their platform in-front of a receptive aelce**.

Users should be enabled to share the productateceinformation seamlessly.

143 See p. 34.
144 Minchin, A. (2014, May 28)20 Awesome Growth Haching Examples — What Do Thaye Hn
CommonZCit.
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A company employs paid engine of growthvhen it spends for acquiring new
customers. The company expenditure may be for tewey, public relations, sell force
and any other kind of promotion.

In this case, the right metrics to track are thstamer life time value and the
cost of acquisition. Theustomer lifetime value (LT\§ equal to the revenue from the
customer less the related variable costs overdridifietime.

On the other side, theost per acquisition (CPAs the total cost to acquire a
new customer.

The speed of the growth is determined by rirginal profitthat is the LTV
less the CPA and represents the amount that cervésted in acquiring new customers
per each customer.

Despite the widespread focus on the viral engingroWwth, the paid engine of
growth can be equally “viral”. This is well exenipd by the figure 25 where a
beginning CPA of 40$ compared with a LTV of 100&dse to a marginal profit of 60$
that enables a paid acquisition of 1.5 (60/40 &tamers for each client — blue line
CPA1 (40,60,80,100) from period 1 to 6. This tumbe exactly a kind of K-factor and
shows a clear exponential growth.

Through the time, the cost per acquisition tendss®due to the competition. In

fact, in an ideally perfect market the marginalfgpiis zero.
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Figure 25: Viral coefficient.

This figure is based on the following hypotheshks: lteginning user base is 1000 and the L1
kept constant at $100 throughout the period. Th&TPhanges.

Source: made by the writer

The blue line “CPAL1 (40,60,80,100) shows this treflde CPA rises at 50% in
the period 6, at 80% in the period 10 and 100$hian period 14 where no growth is
anymore possible due to tkeased marginal profit.

However, the same pattern is likely also for theeotengines of growth where
competitive pressures can increase the churn ratéoaver the acquisition rate and the

viral coefficient.

Startups can have more than one engine of growttiteagame time.
Nevertheless, this kind of strategy may lead tofusion and undermine the
efficiency. It is usually better focusing on ongyere of growth at time and, when one is

exhausted, moving to anoth&r

Growth hackers should optimize the different engioégrowth trying to make
the related distribution channels frictionless agmas possible.

“An important aspect of Growth Hacking is to find reght traffic source
(“distribution channel”) via which to put a new pieect in front of target audience and

then convert them to become valuable users of rib@ugt.’24°

145 Ries, E. (2011)The Lean Startu®p 222-223. Cit.
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Growth hackers start trying out different distribat channels. Then, they
discharge those that do not perform enough wellogtisnize the others.

The right channel depends on a set of charactmistiarget customers’
demographics, user’s current contest, pre-existimgreness of the problem, budget and
even level of control.

Additionally, despite the kick-start phase, a clenior growing the business
should mostly be scalable which implies that it ceech a high percentage of the target

market and per unit effort to setup and run thexokashould decrease over titfle

Channels should also be used to correctly edubatesers. Most products fall
because they are not understood from customers.

As Julien Le Coupanec points out, “one of the nmmmshmon mistakes is to
assume that your users understand what you arg douh that they are therefore ready
to buy what you sell. And for this reason, one loé tmost important qualities in a
growth hacker is empath{f©.

Users are likely to understand the product corectfanality rather quickly.
However, they should be educated in taking fullyaadage of its vary functionalities.
This increases the perceived value of the produttnaakes the customer more engaged
and loyal.

In this context, a particular focus should be gie¢the way the people can find
the product. People are overexposed, there aréonsillof products and information
nowadays.

Thus, the Search Engine Optimization (SEO) andApe Store Optimization
(ASO) are prominent.

The figure 26 highlights the number of people usiagrch engine.

146 Ankit, J. (2014, December 30Erowth Hacking and the Art of Experimenting wittDastribution
Channel. Retrieved from Medium.com: https://medium.com/@igaikn/growth-hacking-and-
the-art-of-experimenting-with-a-distribution-chahdd 071a22a35a#.90r31pr7e.

147 bidem
148 Coupanec, J. L. (2015, June 1&rowth Hacking: The 10 Key Concepts You Need toeRdrar.

Retrieved from Hackisition.com: https://www.hackisn.com/growth-hacking-the-10-key-
concepts-you-need-to-remember/.
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Figure 26: Worldwide number of people using the top 5&ea&ngines in December 2012.
Source: https://www.statista.com/chart/899/unigsess-of-search-engines-in-december-2012/

However, the most important strength of search etary is that the company
has exactly the product that people are lookingitsrwebsite can appear at the perfect
moment — when they are searching. On the contpgomotion such as advertising on
Facebook or YouTube or the traditional channelly, oa distracting the people from

what they are currently doing.

3.2.20ne-time boost

Coupled with the long term sustainable growth, stetups may need to boost
the customer acquisition with one-time expedients.
As in the case of kick starting a product amondyesaopters, this is the field of

the growth tricks.

One solution is exploiting systems or platformst thdéners have not yet fully
appreciatedThese strategies capitalize on the first mover athge.

However, exploiting a huge platform in an intendedy, as in the Airbnb-
Craigslist case, is temporary. Sooner or lateptadorm owners will fix the bug or the
API break. They cannot scale on the long'#8in

A startup should base its growth on long term snakde means as the engines

treated above rather than on this expedients.

149 Coupanec, J. L. (2015, June 16)yowth Hacking: The 10 Key Concepts You Need toeRevar Cit.
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Content marketing can provide a valuable way tochiea wide audience.
YouTube videos are viewed worldwide by billions arah be shared on websites, blogs
and social networks or even sent in a chat or bgilem

A smart growth hacking strategy can count on thlepetion of content that is
viral itself. A meaningful example is the Holsteeamfesto, developed by the small
Brooklyn-based apparel company Holstee. The mdoifes a set of fifteen short
sentences encouraging people to fully live theiedi and do not waste them. The
manifesto video has been viewed by more than 50omipeople and “although the
company was founded with the aim of selling susialy sourced consumer goods, the
poster of the manifesto is now one of Holstee’d-selling items**C.

Publicity stunts can offer a way to earn free prd$ge core concept is doing
something remarkable. Also established companies us®e these instruments. For
instance, in 2015, Chevrolet, an American autoneoldlvision of the American
manufacturer General Motors (GM), issued a prek=ase written entirely in emaoji
before publishing a decoded version a day latee Jtant was aimed at win over the
younger customers. It gained a lot of publicity dnese bloggers and young community
felt challenged in decoding the message

One-time expedients are useful but the companyldhmel careful in choosing
the right mean. Gaining publicity is itself wortbteif it cannot be converted in value.
Furthermore, things may go bad.

At this point, a Sarah Perez's articfhen Growth Hacking Goes Bamh
TechCrunch reports the case of Rap Genius, nowuSenan online site that allows
users to provide annotations and interpretationsoofy lyrics, news stories, primary
source documents, poetry, and other forms of texDecember 2013, Google penalized

the app by removing it from its top search reshéisause it was manipulating Google

150 Khazan, O. (2011, November 1How the Holstee Manifesto Became the New ‘JusttD&étrieved
from Washingtonpost.com: https://www.washingtonpmsh/business/on-small-business/how-
the-holstee-manifesto-became-the-new-just-do-it1201/17/gIQA2AYyYyUN_story.html.

151 | ogan, M. (2015, June 22Ve Try to Decipher Chevy’s Bewildering Emoji PrBsdeaseRetrieved
from Wired.com: http://www.wired.com/2015/06/empjiess-release/.
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search results, by offering Tweets or Facebookeshan exchange for linking to Rap
Genius with keyword rich text¥.

The Rap Genius example shows one of the pitfafjrofvth hacking: the stress
on growth may undermine the overall quality of sgobwth.

While this case is related to an attempt of illggahhancing the search engine
optimization (SEO), most growth hackers simply spesking of alienating their
potential end users themselves.

“Social messaging are among the worst offendets”

For instance, Path, a social networking-enabled@kbaring and messaging
service for mobile devices, was involved in a daogs spam controversy. Some of its
users accused the company of sending messagesrtadhtact list without permission.
After this, Facebook blocked the Path’s “Find Fdéoption for accessing the user’'s
Facebook friends and restricted its API for sevapgllication$>.

3.2.3Speed of growth

Once the one-time expedients have boost the cest@oquisition and the

engine of growth is running, the company needs yatawananage the growth.

This issue is behind the Lean Startup concepAddptive Organization“one
that automatically adjusts its process or perforrean current condition$™.
A startup can manage its growth through a setpafed regulatorshat enable

the company to slow down and solve the problemsoas as they arise. This idea is

152 perez, S. (2014, Janaury 3)hen Growth Hacking Goes BaRetrieved from Techcrunch.com:
http://techcrunch.com/2014/01/03/when-growth-hagigoes-bad/.

153 |bidem

154 Constine, J., & Butcher, M. (2013, May #acebook Blocks Path’s “Find Friends” Access Foliog
Spam ControversyRetrieved from Techcrunch.com: http://techcruncm013/05/04/path-
blocked/.

155 Ries, E. (2011)The Lean StartugP. 227. Cit.
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tailored on the Japanesadon cordsystem that forces production to stop when there
are quality trouble's®.

A company should slow down learning and producitomediately to avoid far
worst difficulties later. After the market/produfit, quality problems should not be
tolerated anymore. While in the starting phasecthrapany has just to run the learning
loop as soon as possible, later it must care allo@it customer product quality
perception. Mainstream customers, as already unddyl are not forgiving as early
adopters and bad products can lower the overaljimeaof the company and its ability
to sell subsequently.

Thus, adaptive processes force the organizatiorsftav down and invest in
preventing the kinds of problems that are curremtisting time. As those preventive

efforts pay off, you naturally speed up agaii.”

The main adaptive process is fhe Whysdeveloped as a systematic problem-
solving tool by Taiichi Ohnd® Five Whys is an investigative method that requires
employees to ask themselves why five times for tstdeding an issue in its deep roots.
Once the reasons are clear, the company can magerponal investments for each of
the five level of the hierarchy. The investmentidddoe smaller when the symptom is
minor and larger when the symptom is more painful.

Thus, companies can tie investments directly to ghevention of the most
problematic symptoms and, gradually, make increalearitanges that ultimately end up

in a systematic new way.

156 “The andon cordis literally a cord that workers can pull — a cdhiy should pull — any time
something in the manufacturing process goes wrbagwould compromise the quality of the
product or safety of the people. The line stops édiately. Everyone's attention is turned to the
problem”. See: Wangsgard, T. (2010, February BR)ling the Andon Cord: Lessons on Taking
a Time-out. Retrieved from Franklincovey.com:
http://franklincovey.com/blog/consultants/toddwagasl/2010/02/12/pulling-andon-cord-
lessons-timeout/.

157 Ries, E. (2011)The Lean StartugP. 229. Cit.

158 Ohno, T. (1988)Toyota Production System: Beyond Large-Scale PrimludEnglish translation
ed.).Cit.
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A successful implementation of the five whys and #daptive organization
mindset requires a strong commitment. All the erygés should be aware of the
system. Leaders should support it and implemermuléure of mutual trust and
empowerment

The risk is that the five whys can be viewed asay W find guilty people
responsible for the company’s problems and slowrdow

Also, the introduction of the five whys should bepported by a careful
management of expectations. As every preventiotesysfive whys implies a lost in
the short run due to the required investments hedttivities slowdown coupled with a
greater gain in the long run.

A best practice is testing the new approach firstiya minor issue and then,

scale it cautiously to major problems as they emerg

Five whys is a collective investigation instrumert. should be applied
collegially. When a problem arise, all the emplsy@md managers involved should
meet and implement the five whys together. Thissecially important to avoid that

process turn into blaming the absent people.

However, besides five whys, a startup can impleroémr practices to be more
reactive to external changes.

The Lean Manufacturing practice sfmall batchesnay be useful to speed the
validated learning process and avoid wastes.

In fact, in many startups the development and depltases are still based on
the old mindset of large batches.

Once the product manager has an idea, it talkedadesigners. The design is
performed as a unique process that ideally endsvitlp a perfect plan of how the
product should look and what it should performseriually, this design is sent to the
developer for the technical specification.

This procedure is based on the Ford’s mass pramusyystem. It exploits the
functional efficiency implied in repeating the sagat of activities over the time.

However, this process is flawed in many way. Rwstevelopers build the

technical specifications without any contact wiitaf customers. Secondary, problems
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are more likely to arise in large batches thannmals batches and when they arise the
work has to be sent back to the previous phaseupteng the related function. Thirdly,
an error would affect the entire production rattiemn only a part and it may be more
difficult to detect because of the correlation oany features. Lastly, there may be
problems of interaction and waste of resourcesammdhing the project from a function
to another.

The claimed large batches functional efficiency sdlo®t seems enough to
balance these shortcomings.

Growth Hacking implies a new management approaathd® than applying this
bureaucratic process, the production of a prodaocthe split into the production of its
single elements.

This mindset is clearly rooted in the continuoukveey framework: “a software
engineering approach in which teams produce softwashort cycles, ensuring that the
software can be reliably released at any timeintisaat building, testing, and releasing

software faster and more frequentf?;

The core idea is that product managers, desigmersi@velopers should work in
small teams together with customers on few produdtaracteristics per time.
Thus, the company can speed up the process ofifgaand reduce the waste

due to mistakes.

159 Continuous Delivery. (2015). Retrieved from Wikipedia.org:
https://en.wikipedia.org/wiki/Continuous_delivery.
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Chapter IV

Dropbox, an empirical case

The third chapter has analyzed theoretically ghelieation of growth hacking
approach to a startup from the beginning througltewvolution. Via the Lean Startup
model, Growth hacking has become a framework abshape the overall life of a new
company.

This chapter is focused on the analysis of an eogpicase.

However, as the first chapter has highlighted,gtoevth hacking movement has
been evolving only over the last years. Sean Edlised the term in 2010.

Thus, even if growth hacking roots can be tradkack to the late 1990s, there is
no established company that have adopted the grbatking mindset throughout its
development. Even the firms that currently emplogwgh hackers or claim to growth
hack had only time to experience some of its aspddte current scenario is still too

young to offer instances of firms totally devotedtie new framework.
In this context, Dropbox is a unique case. It hassciously used growth
hacking several times from its beginning throughitaievolution in one of the largest

tech companies worldwide.

Sean Ellis was growth hacker at Dropbox indeed.

4.1 Dropbox overview
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“Dropbox is a technology company that builds simplewerful products for people and

businesses®.

4.1.1The service

Dropbox is a cloud storage servigperated by Dropbox, Inc. that allows users
to access files from multiple devices.

The user creates a special folder and any filepglrd in the folder is
automatically uploaded to Dropbox’s cloud-basedypon and made available to any
other user’s device via Dropbox website or mobpgsa The user can work on files
even offline. Once online, Dropbox syncs the folded updates all the user files on all
the device¥™.

The user can create a link to share any file impDox and send it by email, chat,
or text message. The other people can preview amahldad a copy of the file even if
they don’t have a Dropbox account.

The user can also create shared folders with otbens. When a user edits a file
in a shared folder, everyone gets the update aditwaip. Thus, different people can

modify and work on the same files at the same*fifne

The service currently supports the following opieg systems (fixed or
mobile): Android, BlackBerry 10, BlackBerry OS, iD8nux, MeeGo Harmattan, OS
X, Symbian, Windows NT and Windows Phétie

4.1.2The company history

Dropbox, Inc. was founded in 2007 by MIT studentew) Houston and Arash
Ferdowsi.

160 Dropbox. (2016)About Retrieved from Dropbox.com: https://www.dropb@ndabout.
181 Dropbox. (2016). Retrieved from Dropbox.com: httipanvw.dropbox.com/.
162 | pidem

163 Dropbox (service). (2016). Retrieved from Wikipedia.org:
https://en.wikipedia.org/wiki/TechCrunch#TechCru#8hand_TechCrunch50.
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Drew Houston developed the core idea. His speomatwvas moved by a
practical need. Working on multiple desktops anapaop, he could never remember to
keep his USB drive with him, then he “tried eveigth[he] could find but each product
inevitably suffered problems with Internet latenarge files, bugs, or just made [him]
think too much. Nothing just worked, so [he] stdrteacking something together for
[him]self and then realized it could solve theselpems for a lot of other peopfé*.

The company was soon funded by the startup actete¥a Combinator and
officially launched during the TechCrunch50, an wain conference held by
TechCrunch, a famousnline publisher of technology industry news, opt8mber 9
2008°°,

By 2008, it had raised $7.2 million — “enough caglven its robust economic
model, to get it to its current stag®® Through the following years, it was able to raise
additional funds by different venture capitalistels as Sequoia, Accel and Goldman
Sachs.

Although the outbreak of the 2007 financial crigl®e company lean structure
“enabled it to sail through the meltdowf. In fact, “in 2008 it had nine employees and
200,000 customers. Two and a half years later dt ddded five workers. Users rose

tenfold"68

164 Houston, D. (2009, February Syleet the Team! (Part 1)XJ. Ying, Interviewer) Retrieved from
https://blogs.dropbox.com/dropbox/2009/02/meetttden-part-1/.

165 Dropbox (service). (2016). Retrieved from Wikigedrg. Cit.

166 Barret, V. (2011, October 18Rropbox: the Inside Story of Tech's Hottest Start®@ptrieved from
Forbes.com: http://www.forbes.com/sites/victoriabd2011/10/18/dropbox-the-inside-story-of-
techs-hottest-startup/2/#61001d33334e.

167 Barret, V. (2011, October 18propbox: the Inside Story of Tech's Hottest Startip

168 |hidem.
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Eventually, in the last funding round, in Janua®i2, Dropbox, Inc. collected
$350 million from BlackRock, T. Rowe Price, and Man Stanley among other

investors. The sum implied a company valuationvalr&10 billiort®®.

Through the years, Dropbox, Inc. has been signiagynaeals to quickly expand
on a multitude of platforms. In 2011, it partnesgith Samsung, to bring Dropbox to
millions of people using Samsung devices aroundWrald!’® In 2012, Facebook
integrated Dropbox for allowing people to shareedilto Facebook Groups using
Dropbox’s cloud-based storage system. Faceboolatideplace the users’ ability to
upload files from their computer, but enabled pedpl upload files that they already
have stored in the cloud to GrodiffsIn November 2014, Dropbox Inc. and Microsoft
Corp. integrated their services across DropboxMmosoft Office on phones, tablets
and the Web. Thus, the Dropbox and Microsoft userdd start to access Dropbox
from Office apps, edit Office files directly fromr@pbox and sync them across devices,
share new or edited files from the Office apps asithe Dropbox sharing

functionality* "2

Along with partnerships, Dropbox, Inc. has conddctdifferent strategic

acquisitions to improve the service and added nalwable patents to its portfolio. In

169 Macmillan, D. (2014, February 13propbox’s New COO Has a $350 Million War CheRetrieved
from Wsj.com: http://blogs.wsj.com/digits/2014/02/dropboxs-new-coo-has-a-350-million-
war-chest/.

170 Dropbox. (2014, September 3)MWe're doing even more with SamsunBetrieved from
Blogs.dropbox.com: https://blogs.dropbox.com/dro@gR014/09/dropbox-doing-even-more-
with-samsung/.

171 Taylor, C. (2012, September 26acebook Integrates with Dropbox to Power File-Sharwithin
Facebook Groups Retrieved from Techcrunch.com:
http://techcrunch.com/2012/09/26/facebook-integratéh-dropbox-to-power-file-sharing-
within-facebook-groups/.

172 Microsoft News Center. (2014, November Microsoft and Dropbox Announce Strategic Partngrsh
to Give People More Freedom in How They WoRetrieved from News.microsoft.com:
https://news.microsoft.com/2014/11/04/microsoft-aindpbox-announce-strategic-partnership-
to-give-people-more-freedom-in-how-they-work-2/.
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fact, in 2012 the company acquired AudiogafdXya startup allowing users to store
their music files and playlists in the cloud théream them to any device. Some days
later it was the turn of Snapjoy, which lets ussggregate, archive and view all of their
digital photos from their cameras, phones and @opapps like Instagram and Picasa,
and then view them online or via an iOS HfpAnother example is the 2014
acquisition of Bubbli, a 3D Photo Sharing App and Hachpad, which enables users to

collaborate and share documéffts

The company has been increasing the personnelcfaying different offices)
to accommodate its worldwide expansion. The seria® been improved several time

with the last version released on Februaty20167".

In 2015, Dropbox had more than 400 million of usarsund the world with
about 1.2 billion files synced every day, 100,0@vrshared folders and links every
hour, and 4,000 edits every secbfid

By the end of the year, the company reached the0@B0paying business

customer¥’®.

173 Perez, S. (2012, December 18Y¥ith Audiogalaxy Acquisition, Dropbox Signals Itoo@ Music
Ambitions  Retrieved from  Techcrunch.com: http://techcruocm/2012/12/13/with-
audiogalaxy-acquisition-dropbox-signals-its-cloudsitc-ambitions/.

174 Lunden, 1. (2012, December 19propbox Acquires Snapjoy And Puts Photos Into Itgus.
Retrieved from Techcrunch.com: http://techcrunchn912/12/19/dropbox-acquires-snapjoy-
and-puts-photos-into-its-focus/.

175 Sky News. (2014, May 21)Dropbox Snaps-UP 3D Photo Sharing App BubBletrieved from

News.sky.com: http://news.sky.com/story/1265895mx-snaps-up-3d-photo-sharing-app-
bubbli.

176 Billings, M. (2014, April 17) Dropbox Acquires Startups Loom, Hackpad in PusBxpand Services.
Retrieved from Wsj.com: http://blogs.wsj.com/veettapital/2014/04/17/dropbox-acquires-
startups-loom-hackpad-in-push-to-expand-services/.

177 Dropbox. (2016, February 2).Dropbox release notes.Retrieved from Dropbox.com:
https://www.dropbox.com/release_notes.

178 Dropbox. (2015, June 24).400 Million Strong. Retrieved from Blogs.dropbox.com:
https://blogs.dropbox.com/dropbox/2015/06/400-wilkusers/.
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Figure 27: Number of registered Dropbox users from Apdil2 to June 2015 (in millions)
Source: http://www.statista.com/statistics/261820iber-of-registered-dropbox-users/

4.1.3The business model

Dropbox uses a freemium business model that iscangrstrategy by which a
product or service “is provided free of charge, lmdney (premium) is charged for
proprietary features, functionality, or virtual gis3.

Users are attracted with a free account with sst®hge size. The free storage
size is expandable through specific actions suctefgsral and sharing Dropbox on a
social media.

However, paid subscriptions have more capacityaaftitional benefits.

Currently the application offer three kinds of offe

- Dropbox Basi¢cfree and with 2GB of space;

- Dropbox Prqg which costs $9.99 per month, has 1TB (1000GB3p#ce,
additional sharing controls and other benefits.

179 Novet, J. (2015, November 4)ropbox Hits 150K Paying Business Customers, witk Joining This
Year. Retrieved from Venturebeat.com: http://venturelmean/2015/11/04/dropbox-hits-150k-
paying-business-customers-with-50k-joining-this+yea

180 Hayes, T. (2008)Jump Point: How Network Culture is RevolutioniziBgisiness.New York:
McGraw-Hill Education. P 195.
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- Dropbox Businesswhich costs $12 per user per month, has unlimited
storage, unlimited recovery, special customer &ssie and file sharing

controls for a better protection of intellectuabperty8*.

Dropbox is private and does not disclose financiatavever a 2015 Forbes'’s
article written by Miguel Helft reports that “pee@pkclose to the company say the
numbers are healthy. Annual revenue is well nofththe $400 million figure that
appeared in published reports”, and it is growimgf$2.

Particularly, Dropbox Business, launched in Apri013, signed up some
100,000 customers through the end of 2014 and ddngs in well over $100 million
annually. While the most of the Dropbox businesents are small and midsize, the
number of large customers is growing raptéfty

These data refers to the year 2014.

In 2015, as already written above, Dropbox had @D, paying business
customers and 400 million people using it. Howetke company does not release
information about the number of paying people —@ax Pro accounts. The last data
available on this issue is a Forbes’s article emitby Victoria Barret on October 18
2011. Accordingly, the premium accounts were the dPthe total users and the
number was expected to grow because “that 96%hef tiital users] is throwing their
stuff into Dropbox at such a pace that thousandseople each day blow through the
free 2 gigabytes of storagé*

Notwithstanding, this consideration did not accotortthe increasingly fierce

competition made by Box, Google Drive, iCloud (Applnd OneDrive (Microsoft).

18l Dropbox. (2016, January). Choose your plan. Retrieved from Dropbox.com:
https://www.dropbox.com/plans?trigger=homepagefoot.

182 Helft, M. (2015, August 17)Dropbox Is Under Siege -- But It's Not Slowing DoRetrieved from
Forbes.com:  http://www.forbes.com/sites/brooke@rdt?016/02/14/tesla-model-3-vs-chevy-
bolt-slugfest-begins-in-the-media/#52de9f452532.

183 |hidem

184 Barret, V. (2011, October 18Rropbox: the Inside Story of Tech's Hottest StarReptrieved from
Forbes. Cit.
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“While Dropbox led the $904 million global markedirfbusiness file-sharing last year
[2014] with about a 24 percent share, Ri@ox and No3 Microsoft each took about 21
percent and doubled their slice of the pie, growahgost twice as fast, according to

researcher IDC?®>,

4.2 Dropbox growth hacks

Dropbox, Inc. implemented different instances avgh hacks throughout its history.
The company has always been influenced by the frdveicking since the
beginning when it was funded by the startup aca&derY Combinator, already

committed to growth as conceived in the new mindset

Actually, Dropbox began with a growth hack.

Before the service as it is known nowadays, it aasnimum viable product.

4.2.1A set of hypothesis and ideas

Dropbox, Inc. perfectly fit the SBA definition oftastup. The business was
technology oriented, with great growth potentialt laso characterized by unique
struggles and high risk.

Dropbox is a kind of innovative product that relies a need, file
synchronization, which most people did not realizedy had. There was a high
uncertainty about a fundamental hypothesis: theketaexistence. Other companies

offering file-sharing and cloud storage were makidgculous profit at the tinfé’,

185 Newcomer, E., & Bass, D. (2015, June d#jopbox Is Struggling and Competitors Are Catchinyg
Retrieved from Bloomberg.com: http://www.bloombemm/news/articles/2015-06-24/dropbox-
is-struggling-and-competitors-are-catching-up.

18 McKeown, S. (2015, March 2)Y Combinator & 500 Startups both Focus Heavily orov@h.
Retrieved from Growthhackers.com: https://growtlidess.com/articles/y-combinator-500-
startups-both-focus-heavily-on-growth.

187 Ries, E. (2011, October 19%iow Dropbox Started as a Minimal Viable ProduBetrieved from
Techcrunch.com: http://techcrunch.com/2011/10/Idox-minimal-viable-product/.
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Thus, in 2007, Drew Houston was struggling to fimeestors for his idea. Many
venture capitalists did not understand the unidquaacteristics of Dropbox. They were
quite worried about the degree of competition i@ tfoud-storing market. There were
already several players: AllMyData, Box.net, eSnreepository, GoDaddy, iStorage,
Mofile, Mozy, Omnidrive, Openomy, Streamload, Stygspace and Xdri€® to name
some.

Nevertheless, Houston believed that none of theadir existing cloud-storing
services worked seamlessly as Dropbox.

Still, he could not effort to build a fully functiong prototype to prove the point
because of the many difficult technical hurdlestercome.

To clearly explain his idea, he arranged a demeaovithat eventually grasp the

attention of Y Combinatdf®.

4.2.2The Minimum Viable Product and the kick-start

A year later, taking inspiration from the first demDropbox released a
separate video on Di¢Y during its private beta launch on March{12008°. This
time, the aim was understanding whether there ntigh& real interest in the product
which means customers interested in buying it.

The company needed to test the fundamental hygettasout the market

existence.

18 Arrington, M. (2006, January 31)Yhe Online Storage GangRetrieved from Techcrunch.com:
http://techcrunch.com/2006/01/31/the-online-storggrg/.

189 Houston, D. (2011, November 1). (Founder Storiés)v Dropbox Got Its First 10 Million Users. (J.
Zelman, Interviewer) Retrieved from http://techabircom/2011/11/01/founder-storie-how-
dropbox-got-its-first-10-million-users/:  http://fecrunch.com/2011/11/01/founder-storie-how-
dropbox-got-its-first-10-million-users/.

1% Digg is a news aggregator “aiming to select storiesifipally for the Internet audience such as
science, trending political issues, and viral In&trissues”. Sedigg. (2016). Retrieved from
Wikipedia.org: https://en.wikipedia.org/wiki/Digg.

191 Hendrickson, M. (2008, March 11propbox: The Online Storage Solution We've BeentiwpiFor?

Retrieved from Techcrunch.com: http://techcrunci08/03/11/dropbox-the-online-storage-
solution-weve-been-waiting-for/.
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The video is a simply four-minute demonstrationhofwv the product would
work on a normal desktop. Drew Houston narrat@glisonally. As his voice describes,
the video shows the Dropbox mechanism directly soraen as the users were using it
themselve¥2

Thus, it had only enough features to properly erplae ided®,

Traditional marketers would have implemented marksearches and surveys.
However, as Cronin and Taylor proved in their stodythe service quality, customers’
answers about expectations are far more unrelighln answers based on
perception®*

The human mind biases can mislead the results ohaqury assessing the
worthiness of a not yet built product. In fact, theestors’ reactions were proving that
the Dropbox idea was worthless.

On the contrary, the video was simple and clear éndctually gave the
experience of the product. Using this system, euets’ reactions lean on perceptions

rather than expectations.

Obviously, the market existence was confirmed. Wi4-hours Dropbox had
75,000 people signup for the wait-list, a surge 766000 new contacts over the
beginning 5,008°.

However, the video was not only designed to tepbthyeses. The Houston team
filled it with jokes and easter eggs aimed at thggDaudience, a wide community of
early adopters.

As in the best growth hacking practices, it hadlity embedded.

192 gee: https://www.youtube.com/watch?v=7QmCUDHpNZzE.
193 See p. 90.

19 Cronin, J., & S., T. (1992). Measuring Service @yaWorking Paper on Risk Management annd
Insurance, No. 523.

1% Ries, E. (2011, October 19jow Dropbox Started as a Minimal Viable Producit.
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However, it was not the kind of virality that coukhable growth in the
mainstream maké&®. As Drew Houston said, “to the casual observee, Bvopbox
demo video looked like a normal product demonsirgt?”. Only the tech community
was able to grasp its humor

The video had exactly the kind of features needdddk start the product only
among early adopters and avoid a risky and earlyaesion to the mainstream
audiencé®,

Furthermore, not wanting to risk testing a buggydoict on over 75,000 people,
Dropbox carefully screened who could kick aroundyeeersions selectively extending
invites. Thus, it could start its process wdlidated learningthrough customers’

feedbacks and tests and iterate and scale it ag tinags as needed.

Half a year later, during the TechCrunch50, thelpob was launched.
“Their strategy paid off. Just seven months aft@olic launch Dropbox hit 1-

million users. Roughly a year later they countedriillion” 1%,

4.2.3Virality embedded in the product

Dropbox can be considered a service that religlsodim aviral engine of growth
and asticky engine of growthirhe overall product is designed to optimize viyaand

customer loyalty.

The k-factor is improved through the freemium hess model that practically
removes monetary entry-costs for prospectors. Euribre, the free cloud-space
offered with a Dropbox Basic account creates atpesincentive to test the product.

1% See p. 10.
197 | bidem
198 See p. 10.

19 Houston, D. (2011, November 1). (Founder Storiés)v Dropbox Got Its First 10 Million Users. (J.
Zelman, Interviewer). Cit.
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Additionally, everything inside the product is refd to be clear and simple as
complexity and ambiguity are typical instances wiftehing cost that discourage the

acquisition of new customers.

> 4 ’
Try Dropbox Business & Dropbox Download the app « Signin

&

i R 3 e

Dropbox works the way -
you do

Get to all your files from anywhere, on any

ik
device, and share them with anyone.

Figure 28: Dropbox website homepage
The figure is a screenshot of the Dropbox websitadpage as it looks on January, 20th 2016.
Source: made by the writer

The website has a signup driven homepage.

Dropbox homepagalisregards good press or enthusiastic customersions.
The number of visual options are limited because n@any elements would distract
visitors from signing up.

“First time visitors to the Dropbox website will tiwe the simple layout, which
lays the groundwork for the rest of the Dropboxdorct™.

The registration is further facilitated by the igwtation with Google that allows

to Google accounts a one button signup.

Scrolling the page, the visitor is lead throughuack] and intuitive explanation of

the service’s main features.

200 Bulygo, Z. (2012, June 13The 7 Ways Dropbox Hacked Growth to Become a $imBiCompany.
Retrieved from Blog.kissmetrics.com: https://blagsknetrics.com/dropbox-hacked-growth/.
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The focus is the customer. Since the first colbaopbox teaches how using the

product.

- Send videos quickly

Send your entire wedding video to family
f') with a simple link. It's easy to share large

files with anyone — even if they don't have

a Dropbox account.

@ Learn more

o

Figure 29: An instance of Dropbox home page explanation.
The figure is a screenshot of the Dropbox webgitedpage as it looks on January, 20th 2016.
Source: made by the writer

Later, a Dropbox user can gain free space completie Get started Get
Started is series of steps to involve the custamterthe product: “take the Dropbox
tour”, “install Dropbox on your computer”, “instalbropbox on your mobile device”,
“puts file in your Dropbox folder” and othéfs,

Using these strategies, the company can heigheeguktomer switching costs
in abandoning. At the end of Get Started, the basrDropbox everywhere he can need
it and already knows how using it. Changing clotatage provider would imply doing
everything again.

Thus, the company fosters the user’s loyalty ameetahe churn raté?

Drobox has always tried to support a wide rangdifi€rent operating
systems and web browsers in a seamless and unifanmer to be accessible to as
many prospectors as possible. In fact, the compapgates and improves the
compatibility short after new versions of operatisgstems are releaselitegration

with communities is fundamental in boosting therusase growth. For instance, in

201 Dropbox. (2016)Get StartedRetrieved from Dropbox.com: https://www.dropboxrggs.

202 5ee p. 87.
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2011, Dropbox struck deals with Samsung, Softbamtk@ony Ericsson tonake the
service preloaded on their mobile telephdfies

The same strategy is currently addressed throughirttegration with social
media. In fact, if a user connects her FacebooRwitter account, or follows the

company on Twitter, can earn additional 125MB feeffor each option.

n Connect your Facebook account 125 MB

Share folders with your friends and family in a snap

Connect your Twitter account 125 MB

Invite your friends to Dropbox with a tweet

=y Follow Dropbox on Twitter 125 MB

Stay up to date with the latest Dropbox tweets

Figure 30: Dropbox section of the Get Space page.
The figure is a screenshot of the Dropbox webs@eSpace page as it looks on January, 20th 2016.
Source: made by the writer

Currently, the company has more than 1.2 millikiedi on Facebod® and 4.3

million followers on Twittef®.

Since 2009, Dropbox began releasing new featuraduglly to help measure
customer interest which is an application of thearLeStartup concept o$mall
batched®. Thus, it is able to test one element per time quidkly collect feedbacks
and other data about the users’ response.

The overall Dropbox process of learning is enhanced

203 Levy, A. (2011, May 30)Dropbox Partners with Softbank, Sony Ericsson fdob@l Growth.
Retrieved from Bloomberg.com: http://www.bloombemm/news/articles/2011-05-30/dropbox-
partners-with-softbank-sony-ericsson-for-globalwgtto.

204 Dropbox (2016, January 20). Retrieved from https://wweetaook.com/Dropbox/:
https://www.facebook.com/Dropbox.

205 Dropbox (2018, January 20). Retrieved from Twitter.com:
https://twitter.com/Dropbox?ref_src=twsrc%5Egooghivcamp%5Eserp%7Ctwgr¥%5Eauthor

206 Tam, P.-W. (2010, May 20). Philosophy Helps Stips Move Faster. Wall Street Journal.
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The continuous deliverys clearly enabled by the subscription based bagsine
model — freemium model - while the traditional logf one-time charged product

would make its application far less linear and ¢stest.

Dropbox has be rewarded several times for the tyuaflithe servicé”.

However, even ifproduct/market fit and a good world-of-mouth arepartant
elements, as underlined in the third chapter, tyrahostly happen as a side effect of
the normal product usage. A product should notridg worth spreading but also able to
provoke a desire in people to spread it.

On this point, the Dropbox referral program is @mi¢ghe most famous instance

of growth hack able to turn users in active sposisor

Get up to 16 GB of free Dropbox space!

Invite your friends to join Dropbox, and for each one who installs Dropbox we'll give you both 500 MB of bonus space.
If you need even more space, upgrade your account.

- = -
GB_
9B

OR Send

More ways to invite your friends

Copy link | https://db.tt/yLtI3A9b

Figure 31: Dropbox referral page.
The figure is a screenshot of the Dropbox websiterral page as it looks on January, 20th 2016.
Source: made by the writer

As showed in the figure 30, Dropbox makes extrenesgy referring others.
Also, it incentives clients giving them 500MB faaah friend that becomes a new user.
500Mb is quite a lot if compare to the basic end@ntof a Dropbox free account - it is
25% of 2GB indeed.

207 Dropbox (service) (2016). Retrieved from Wikipedia.org:
https://en.wikipedia.org/wiki/Dropbox_(service).
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Friends’ referrals have higher conversion rate tier forms of advertisement.
A 2013 survey shows that 84% of global respondénist recommendations from
friends and family, while trust in advertising orabded websites is 69%, as the second
most trusted format, and 68% of survey respondedisated that they trust consumer

opinions posted onlirt€®

However, the main reason behind the referral progsathe cost. In the 2010
Startup Lessons Learned conference, Drew Houstowesh the expenditure for a
traditional marketing campaigns appraised by Drapthac. at the time of the launch.
The cost per acquisition, using Google Adwords, e&tsnated to be between $233 and
$388 per user — depending on the kind of keywatds, was definitely too high for a
product which offered a yearly subscription of $99The main problem was that
Google Adword is better for reaching people thatady recognized to have a need.
Search optimization marketing with display ads dadding pages is to “harvest
demand, not to create #t®. Furthermore, they faced similar issues on ottiedsk of
advertisement. Dropbox was a risky product bec#@usters a solution for a problem
that most people did not know to have.

Thus, rather than hiring a VP marketing or recngita PR company, the
company decided to spend the marketing budget dming the product and

integrate it with the referral features.

The referral permanently increased signups by%6%
Additionally, it only costed Dropbox few money. Tis¢éorage limit is just a

number in a database and does not cost Dropbokiagyuntil the user actually starts

208 Nielsen. (2013, September 1Blobal Trust in Advertising and Brand MessagRetrieved from
Nielsen.com: http://www.nielsen.com/us/en/insigiegsbrts/2013/global-trust-in-advertising-
and-brand-messages.html.

209 The video of the conference is available at: https/w.youtube.com/watch?v=y9hg-mUx8sE. For the
proceedings, see: Houston, D. (2010, April Z3)opbox Startup Lessons Learnddetrieved
from Slideshare.net: http://www.slideshare.net/tp@%e4c/dropbox-startup-lessons-learned-
3836587/30-New_strategy_encourage_ WOM _viral.

210|pidem

211 bidem
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using it. Additionally, storage expenses are ndglkg Dropbox, as the other company
operating in theloud computingt? industry, enjoys economy of scale. In a 2013 study
for the American Bureau of Justice, Amit Kumar Ruéind Ragib Hasan developed a
full cost accounting model for cloud storage systeActcordingly, the average cost was
found to be lower than $71.51 *tper Byte that is an expense of $0.5986 pef'&B
Applying this estimate, the Dropbox’s cost per asiion of a new user via

referral is in the worst case less than 30 cents.

212 Cloud computings a kind of Internet-based computing, where shagedurces, data and information
are provided to computers and other devices on-ddnenjoys economy of scale on the storage
cost.

213 putta, A. K., & Hasan, R. (2013How Much Does Storage Really Cost? — TowaRistrieved from
Bja.gov: https://www.bja.gov/bwc/pdfs/dutta-2013Heost-accounting-gecon.pdf.
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Conclusion

The introduction of this work has pointed out tloeith of the growth hacking
movement and a need for a clarification of its tene

In particular, the first chapter has showed howedlage different opinions about
what is growth hacking. The problem is rooted Iack of a unified theory. Growth
hacking, as saw in the second chapter, stem spamialy with a typical bottom-up

fashion. No practitioner designed a new model ¢lasted success and was

consequently adopted and spread. It rather araa#iypin the startup environment, as a

response to a set of interconnected factors — mtmav, better intern access, diffusion of

mobile devices, huge internet-based platforms adlrical skills. They were gradually

emerging in a context already affected by the sloontngs of traditional marketing.

Though famous growth hackers’ have provided slygtiiferent definitions of
their activity, there are many common ideas.

The focus is on growth which is conceived as bbéhacquisition of new
customers and the stickiness of existing ones.

The strategies practically implemented are varywael diversified.

Nevertheless, there is a shared methodology. Theehare data driven and
depend on a massive use of analytics that is gakaown to traditional marketing.
Growth hackers use instruments that enable foligbte estimation of the ROI. The
marketing choices are no more left to the gut mcsti

There is a strong customer orientation which matsfen practical tools to
gather customer feedbacks and listen to their opgi

Growth hackers also show a capacity to think oetsie-box and implement

original solutions.

97



All growth hackers manage different aspects ofrtbein companies. Growth
hacking has a broad scope. While traditional margettarts with an already made
product, growth hacking works since the first idEaere is no distinction between
product development and marketing. They are atlgflathe same integrated approach.
The product should always be modified and tweakduktter match the customer
needs. Growth hackers do not try to market a flapreduct.

There is an important divergence with traditionalrketing.

The initial product is different. Growth hackersiaBly are more risk adverse
than traditional marketers. They prefer releaseodyxt as soon as possible to test it
and avoid a major engagement before eventuallypdesng that it does not work.

Growth hacking use different promotion channelseylravoid the expensive
traditional advertising and use more sophisticatsttuments to specifically target their
audience. They use creativity to earn free preisgy Tapitalize on the audience of
internet based platforms to promote their prodsetsices beyond the country borders.

Thus, while most traditional instruments sufferthapsts, lack of timeless, an
audience constraint to the national level, gronabkng allow company to spare
money, quickly adapt and change their strategiesiall waste resources targeting the
wrong audience, and test and scale hypothesisitceethe uncertainty.

This divergence is particularly important for stgs.

As the last part of the second chapter analyzedewhbtablished companies can
effort the traditional marketing channels, they asaally too expensive for the little
budget of new businesses.

Established company also have a personnel withrketiag experience which
often lacks in startups.

Furthermore, the hierarchical organization of mamngdle and huge corporation
struggle with the lean approach brought by grovettking while startups are fluid.

However, the main issue is the uncertainty.

Unlike the established companies, startups hal¢ostest the basic hypothesis
behind their business plan. There may be no méokéihe product. The business model
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may relies on the wrong assumptions. The same ptséuvice idea may be somehow
flawed.

Growth hacking allows for a management and prajwegeduction of this
uncertainty. Thereby, it seems a far better apprdéacstartups than traditional
marketing.

In the third chapter, the paper has analyzedlstegsiep how shaping the overall
life of a startup with the new mindset. The finadael is the Lean Startup theorized by
Eric Ries.

The basic idea is that a startup should progrelysiadidate the business model
hypothesis. The first step is to launch a minimuable a product which is a product
that while reducing the company effort and risk s@senough features to test the
customers’ interest. Once the first valuable dita to the company, product and
overall organization should be modified accordinglige product should always be
improved. This is why traditional marketing andditeonal management cannot
properly address the startups’ risk. Exactly feilog a business plan without having
tested the underlying assumptions in the real maskasane for startups. Furthermore,
no company should waste money trying to marketfeatied product. It should change
it.

Startups can are traditionally viewed as a mechatastranslate an idea into a

product. Besides this, they are mostly a way to turcertainty into validated learning.

Once the new perspective is adopted, a businedsecaansformed in an
adaptive organization able to change in in resptmsiee external environment, quickly

grow but also endowed with speed regulators to wtogn something may go wrong.

In spite of these many advantages, this papenasos on some growth
hacking'’s pitfalls.

Firstly, it strongly depends on internet and moliwices. On one side, this
narrows the set of products or services that majlycembrace it. On the other, it
tighten its ability to market a product or imprav®usiness in regions still affected by
digital divide.
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Furthermore, the high pressure on growth may milséewl lower the overall
quality of the company’s offerings.

Lastly, while traditional marketing instruments leaween tested for years,
growth hacking is still young. Empirical casesatftly lean startups do not exist yet.

There is the need for further research.
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Summary

Chapter I: Grow Hacking as a new marketing mindset

1.1 Growth hacker definition

The expression “growth hacker” is increasingly spiieg worldwide in the startup environment.
However, its roots are quite recent. Sean EllisODGE Qualaroo and former growth hacker ad Dropbox,
coined the term in 201@rowth hackeris “a person whose true north is growth. Everyghihey [grow

hackers] do is scrutinized by its potential impatscalable growtH?

The list of growth hacking tactics is long. The i@snous is surely that one applied by Hotmail, one
of the first providers of free emaih 1996. Just through putting the tagline “Gatiyisee email at HoTMaiL.”
at the end of each message sent by a Hotmail at¢baruser base increased to millions within feanths.
The system was soon copied by other companies ple Apd BlackBerry.

However, as stated by Aaron Ginn, “growth hackma@ iprocess, not a secret book of ideas. Growth
strategies cannot be easily copied and pasted frawfuct to product. Growth is never instantaneduss.

never overnight. It is a mindset at which you apgtoproblems’.

Growth hacking is a new way to conceive marketind the business strategy. Marketing has been
traditionally viewed as “the action or businesgprfmoting and selling products or services, inclgdnarket
research and advertisirfg’Nevertheless, the technological evolution andct@nging economic landscape
have put this definition under pressure. Growthkitaghas combined the classic product developmedt a
marketing functions in a unified field where thectdis is the user and viral diffusion. Everythingnswv

interconnected to reach exponential growth.

L Ellis, S. (2010, July 26)Find a Growth Hacker for Your StartupRetrieved from Startup Marketing: http://www.start
marketing.com/where-are-all-the-growth-hackers/.

2Penenberg, A. L. (2009, October 18). Viral Loomif Facebook to Twitter, How Today's Smartest Besies Grow Themselves.
New York: Hyperion. Retrieved from TechCrunch: Hfftechcrunch.com/2009/10/18/ps-i-love-you-get-yéae-email-
at-hotmail/.

3 Ginn, A. (n.d.)What is a growth hackerRetrieved from Aginnt.com: http://www.aginnt.comdwith-hacker/#.Vqj1MyorKUU.

4 Marketing.(2016). Retrieved from Oxford Dictionaries: httpsw.oxforddictionaries.com/definition/english/mating.



Even if the “growth hacker” term is just dated b&gk2010, the character and the mindset it denotes
has been already present in the startup biology ftecades.
Furthermore, being an approach, rather than & satlmological tools, growth hacking can be applie

to every kind of product or service.

1.2. Differences with traditional marketing

Growth hacking cannot be viewed as an evolutiortradiitional marketing. A marketer usually

approaches the product from a totally differenspective.

Traditionally, marketing has been viewed as thevigtof promoting and selling an already made prctd
Once the product or the service is arranged, thd&etexr plans campaigns to attract clients and thenthe
prospect customers wanting it. The aim is to petsyseople to like the product, and subsequentlyitouy
Growth hacking changes this approach. Marketing adwet start with the already developed product
but in the developing phase. Growth hackers andhgenarket, try to discover the customer/usergpegices,
search for reliable data and, only then, the produgouilt. Furthermore, it is an iterative procéd#hether the

initial product does not perform as expected dhanged.

Another important element of divergence is the lohaitial product. Firms used to sell productatth
were finished, ideally perfect. The idea behind ynérst releases is to distribute merchandise Vhih
quality standards that can spread in the markebaatithe competition. Growth hackers usually stéttt a
minimum viable product (MVP). The MVP is a produgth a minimum amount of features and design. It is

aimed at testing the business plan hypothesis.

While old school marketing relies on instrumentstelgvision, radio and magazine advertisements,
billboards or even email spam, growth hacking asdltese means or uses them in different and lowv cos
ways.

The traditional channels suffer of two main shomawg:

1. they often have high cost per acquisition of neants and a low life-time value due to high saforat

which makes them basically expensive;

2. they are not trackable.

In particular, the second point implies that traxiial marketers cannot actually measure the ROI of
their investments. In fact, even if the expenditafea billboard campaign or of television ads isilga

measureable, the related results are far more coagd to quantify. These traditional means arecid by

5> Holiday, R. (2014)Growth Hacker MarketingCit.



the loss of information due to aggregate d&m@wth hacking relies on a series of web instmisieas Google
Analytics and KiSSmetrics, that make it possibléréek the data to understand the “Investment Gpant

of the ROI formula. Then, it is possible to recagnhich investments are underperforming and @rth

Lastly, growth hacking is often based on stratetjies are very technical and complex, something a

traditional marketer could not think about.
Chapter II: Factors in the growth hacking rise

“Growth hacker” is a new word for most but a lohegld practice among the best internet marketers
and product managers in Silicon Valléy”

The Aaron Ginn quote points to two important poiab®ut growth hacking. The first one is that
although the term is new it refers to already dithéd implementations. The latter is that theiemment

of such early applications is the Silicon Valley.

Growth hacking has been developed as a conseqoétiuee main factors:
A. the shortcomings of traditional marketing;
B. the worldwide proliferation of mobile devices amtieirnet access;

C. an economic background filled with the presencstaftups and entrepreneurship.

2.1 The shortcomings of traditional marketing

Traditional marketing suffers from the disadvantagé traditional nmarketing channelssuch as
television, radio, publications such as newspapetsmagazines, billboards, telephone calls, miitse to
face, sponsorship of events and street marketing.

The first disadvantage of advertisements on tel@vjsadio and the other media, as already mentione

in the previous chaptgris the high cost per client acquisition.

6 Ginn, A. (n.d.)What is a growth hackerTit.

" This section is aimed to offer a panning shohefissue. For a deeper analysis, see:

- Kamran Kashani, J.-P. J. (200Beyond Traditional Marketing: Innovations in Markef Practice.Chichester: John
Wiley & Sons.

- Lambin, J.-J. (2013)hanging Market Relationships in the Internet Ageuvain-la-Neuve: Presses universitaires de
Louvain.

8Seep. 7.



However, there are many less evident flaws.

Lack of timeless

An old style marketing campaign is planned monthadvance. Once it has begun, changing it may
imply high adjustment costs and lags. Updating bsite, a blog, a Facebook account or a digitaldeatin
be done in a matter of hours.

Additionally, digital marketing also has the adage of providing real time results. It is possitde
check the daily number of users for an applicatiba,bounce rates, the conversion rates, trenddgshnd
number of clicks virtually instantaneously.

The timeliness of information (input) and updateatput) leads to the possibility of being able to

rapidly change and adapt the strategy, a luxuryrdditional marketers could not afford.

Hard to Target Audience.

A radio ad may be heard by a vast audience of nimiterested people besides the prospectors that
may actually convert to real customers. Print archticasts provide statistics about audience dembigs
but “once a magazine is mailed, a paper is deldverean ad is broadcast, you don’'t know who acyualad,
saw or viewed your ad”

Digital marketing provides far more refined instemis. Social media and search engines, among
others, can store date about the user’s preferemmemake an accurate profiling. They enable fayeting
the kind of person that can really have an intareite product or service that is provided.

Static

Traditional marketing tends to be static and ong-\tas the company that sends messages trying to
convert outside people into buying clients. Thera lack of community building.

Digital marketing provides news and sophisticatestruments for community building. Emails,
websites and, above all, social media enable azgans to be more and more interactive. Custorens
comment and share their ideas about a product. €arysend feedback or complaints and have nearly
instantaneous answers. They can “like” the comgaagebook page and get real time updates abousoffer

and events. They are engaged into the business.

Product

°Ashe-Edmunds, S. (n.d.)The Disadvantages of Traditional AdvertisindRetrieved from Smallbusiness.chron.com/:
http://smallbusiness.chron.com/disadvantages-toaditl-advertising-21215.html.



In the traditional mindset, the marketer only hadtioose a strategy depending on the product’s life
cycle. It merely had an influence on the produck it the most of its work is outside the developtme
domain. Marketing is predominantly related to biagdind positioning.

As explained in the first chapter, this has theremus downside of often reducing traditional
marketing to the activity of promoting a defectp®duct with the connected waste of resourcesdir the
firm and the clients.

By merging the development and marketing functigrewth hacking avoids the risk of wasting
money on trying to market a hopeless product. feuntiore, the marketer is now in charge for twealkireg

“bad” product until it becomes “good”.

Nevertheless, it is important to underline two adages that traditional methods may still claim and
the growth hacking techniques lack:

- they have been tested and proven for decades;

- they use real word channels.

Particularly, the instruments that enable dataegath and analysis implied by growth hacking are
mostly Internet based.

“With traditional marketing, anyone with a newspgpmail service, television or radio can learn of
your business or servic€, Internet instruments are tied to people havingrdime medium and being Internet
savvy.

Growth hacking is backed by a specific technoldgecaironment.

2.2 The changed technological landscape

Growth hacking relies on analytics, real time resul/B tests, online surveys, automation, SEO -
search engine optimization, content marketing, adogiedia, emails and a set of technical tools. &hes
instruments are based on the connection of uséinstiae firm.

Then, besides mere innovation, three main techimadbfactors have built the field for the growth
hacking diffusion:

- greater internet access;

- the propagation of mobile devises;

- the rise of huge internet platforms.

10 Higuera, V. (n.d.).Advantages & Disadvantages of Traditional Marketirigetrieved from Smallbusiness.chron.com:
http://smallbusiness.chron.com/advantages-disadgasttraditional-marketing-25573.html.



Growth in the internet access

Most growth hackers are programmers that use ietdrased solutions both to gather data and to
launch the product into the market.

Furthermore, growth hacking has been a practicdlynoshigh tech startups whose products often are
applications available for download in the appestor

Thus, the internet access of firms and customeagusdamental precondition.

In recent years, the number of internet usersr@asased substantially.

While in 2006, less than the 20% of the world’s glagion had internet access, in 2014, 4 people out
of 10 been able to connect to the internet at l@asé in the previous twelve months.

However, there are high inequality in internet rilgttion. In 2014, internet users were roughly 80%
of the population in high income countries but 0o8I$% in low income nations.

The spread of mobile devices

The Internet has been fundamental in the developoferowth hacking.

Mobile cellular subscriptions can be used as ayfoxthe spread of mobile devices.

The World Bank data reported an average of 96.3ilmobllular subscriptions per 100 people.

However, this data must be treated carefully. laldde a mistake to infer that 96.3% of the popoihat
has a mobile device. A single person can have nmaolile phone subscriptions as made clear by the
information about high income countries where theas an average number of 123.3 subscriptions @i&r 1

people in 2014.

The spread of mobile devices has enabled formddweérisements employing SMS, MMS, calls,
mobile internet and GPS technologies that are réiffiefrom the desktop based digital marketing.

Growth hackers are the vanguard in the utilizatibthese systems

The rise of huge internet platforms

The spreading of cheaper internet access couplédtiae proliferation of mobile devices has led to
the last main technological factor behind the glowiacking mindset emergence: the rise of huge
platforms.These channels are both larger (billigessus million) and faster than traditional mankgti
channels. The main instance of such platformsa@eialsnetworks like Facebook or Twitter with hundseof

millions of active users.

11 See p. 65.



2.3 The economic landscape

The shortcomings of traditional marketing and thanged technological landscape are useful in
explaining the rise of growth hacking. Still, theye elements present in several regions worldwide.

Nonetheless, the Aaron Ginn quote at beginnindnisf ¢hapter highlights how growth hacking took
roots in Silicon Valley rather than in another U8wea or in Europe or in Asia.

Then, there must be some variable that makes tivers\alley environment unique.

Technical skills

“Silicon Valley is a leading hub and startup ecosysfor high-tech innovatior?.

The zone has a rare amount of technical capabiktiel expertise that is absent in many other rggion
In a 2013 Forbes article, Joel Kotkin points outt thhe Valley’s ratio of 45 engineers per 1,000pboyees
is twice as high as any other big metro area” whsch factor that the author considers “the Valekéy

asset” and “has made it by most measurements tlwnisamost affluent metro ared?.

Startup ecosystem
While the link between the technical skills andwgth hacking is quite trivial, it is more compliedt

in relation to startups.

The uncertainty makes the startup risky. Evenefgiototype of a product looks good it may fail to
reach a market, to have customers, or even tonshéd and ready. This uncertainty is related éol#sic
components of the business plan: the product/serthe market and business model itself.

The growth hacking approach to company activigesls to a reduction of this uncertaffityrhrough
the use of the minimum viable product and scalalgeriments, growth hacking enables for a decrefse
costs and the progressive acquisition of valuablenedge about the business model, the market faand t

product/service.

Furthermore, the same growth hacking approach topeoy activities that implies the merge of
marketing and product development is ill-suitedtha traditional hierarchical company within a wedifined
structure. Established companies usually have spacarketing functions, a strict separation ofesolnd

internal processes that do not encurage the floknofvledge. Whether a marketer understands that the

2 Silicon Valley (2015). Retrieved from Wikipedia.org: https:/igikipedia.org/wiki/Silicon_Valley.

13 Kotkin, J. (2013, July 31)America's Engineering Hubs: the Cities with the &@est Capacity for InnovatiorRetrieved from
Forbes.com: http://www.forbes.com/sites/joelkotRD¥3/07/31/americas-engineering-centers/#7a058@201e

¥ For a deeper analysis, see pp. 4-9.



merchandise is lacking something important or hdsfact, she or he has few means to share thisriengo
information and actively push for the modificatiofithe product.

Startups lack a marked hierarchy. On the contthey are fluid.

Additionally, as Ryan Holiday underlines in the@g Everything Is Marketing: How Growth Hackers
Redefine the Gamstartups are “averse to traditional marketingtfoy reasons:

1 they don't have the money;

2 they don't have the experiencg.”

Startups usually face really tight financial coastts, especially if they are bootstrappiidwertising
on radio, television, newspapers and other tratdlichannels implies an expenditure that is beyted
budget of most small companies while huge estadadisinm’s can afford it. On the contrary, publicgiunts
and digital marketing instruments enable free pribono

Furthermore, startups do not usually have a fundtited with people graduated in Marketing or with

an advertising background. They lack the kind dfskequired to implement traditional marketing.

Startups have been progressively forming growttkingdbecause they need to manage a high degree
of uncertainty, they are fluid, they lack the ttamhal marketing expertise and they face compeliingncial
constraints. While, uncertainty and budget arecgipglements of weakness in traditional marketgrgwth
hacking, which requires fluidity and an open mipdyvides the right instruments.

Silicon Valley is the origin of growth hacking bes®, besides the huge amount of skills and

innovation, it is filled in with startups.
Chapter lll: The management of exponential growth

Melinda Byerley, founder of TimeShareCMO, a datiaalr digital marketing consultancy, highlights

how “growth hacking has two phases and using tt@wone will sink you'”. What works for a company

5 Holiday, R. (2012, December 1Byverything Is Marketing: How Growth Hackers Redefthe GameRetrieved from Fast
Company: http://www.fastcompany.com/3003888/evéngiimarketing-how-growth-hackers-redefine-game.

16 Bootstrappingis a way to finance a business without taking autgide founding. The company has to rely on fesnay and
use marketing that pays for itself.

17 Byerley, M. (2015, August 11§rowth Hacking Has Two Phases — and Using the W@ng will Sink YouRetrieved from
Venturebeat.com: http://venturebeat.com/2015/08fbWth-hacking-has-two-phases-and-using-the-wramg-can-
sink-you/.



with a growing customer base does not fit for eartitage companies still looking for the productkeafit.

Julien Le Coupanec explains the same concept instef traction/growth'®, Traction is needed to
have enough customers to validate the hypothesesdthe business model. Through traction, the @mp
can test changes, conduct experiments, gatheromgirand everything is needed to refine its prodlice
startup has firstly to collect data to optimize lyYOmhen the different assumptions are confirmedtiecearly
adopters have provided positive feedbacks, théugtaan seek growth.

The landmark in assessing these two phases mdlakeict/market fit.

3.1 Before product/market fit

Marc Andreessen defines the product/market fitkasrig in a good market with a product that can
satisfy that market®. Product/market fit means that customers are asingly buying the product. The
company is expanding its sales staff and the oveeetonnel. The firm is creating and successfidijyvering

value. Basically, a product that achieves the nidiklas virility embedded in it.

Reaching the product/market fit is an iterativegass rooted on repeated interactions between the
corporation and the user base. The company muast kme client.

However, customer, market and business model bhpadlof a set of hypotheses that the company
must test. Startups need to constantly learn astdhie business plan. Furthermore, once it is adeoufor

the possibility of wrong predictions, the needdbanging the strategy is evident.

Rather than making in depth market researchesjtugtneeds to experiment with real customers. An
established company can rely on market studiesststa and surveys because it operates in ancyli@a@sent
market with decades of data about clients’ prefegenprice elasticity and so on.

The innovation brought by startups usually implgeav market or anyway a novel way to serve an
existing one. Startups cannot completely lean aditional market researches because there mayenat b

market at all or the customers may not know whey tieally want and are open to pay for.

The Lean Startum management framework, developed by Eric Riddyesses the need for a new
kind of management accounting for the high degreeinzertainty impliedin startups and innovative

18 Coupanec, J. L. (2015, June 1Gjowth Hacking: The 10 Key Concepts You Need tceRerar Retrieved from Hackisition.com:
https://lwww.hackisition.com/growth-hacking-the-18ykconcepts-you-need-to-remember/.
19 Andreesen, M. (2007, June 2Byoduct/Market Fit.Cit.



industries.The Lean Start is a framework for empirically ldag and adapting the strategy to the emerging

information. This is exactly the new approach idtroe by growth hacking.

Startups begin with a set of ideas and hypothégsat they need it is a way to continuously validate
such assumptions and accordingly improve theiradea

Thus, they start with a minimum viable product (MVi®a product which a startup can release in the
market to start scanning the hypotheses behirzlgmess plan.

The product needs to have enough features forsasgdbe few fundamental assumptions. However,
any extra feature is a waste. Firstly, it may ftilnat a beginning hypothesis is false and, thenptbduct fails
to attract customers. The company has wasted nes@urces than needed to learn the same sad truth.
Furthermore, a MVP with many attributes can resthe firm ability to understand which characteciss

delivering value and which one is only a waste.

Minimum viable products are basically a way tated hey do not need to be real prototypes.

Once the MVP is ready, the startup needs to pihtipull the first users to gain traction.

While the old mindset is focused on attractingatiention of everyone, the growth hackers are mostl
concerned with getting the attention of people tzat become customers (leads). The focus is cachittg
early adopters.

Early adopters are important because they arachd{icustomers that although being forgiving about
the product defects, they are more likely to prevaginions to the company. Additionally, early atdop tend

to become sponsors of good products, i.e. theydsgheir social capital actively promoting it.

Once the minimum viable product is ready and trdyeadopters are attracted, the firm can start to
gather data about the product usage.

It can use traditional surveys, calls or the usoatact centers as collecting complaints is funddaie
However, as underlined in the second chapter, ¢rdwacking strongly usually relies on digital totist

enable to track and investigate the user behavior.

Learning imply having the correct metrics. Thismias well analyzed in a famous Eric Ries’s article
Vanity Metrics vs. Actionable MetridsVanity metricsare those data that might be useful to impresstove
or make employees feel good but are not reallyabédi for decision making. Examples are the hitthe

company website, the number of downloads for an #qgpamount of messages sent using an IM service o

20 Ries, E. (2009, May 19).Vanity Metrics vs. Actionable MetricsRetrieved from Fourhourworkweek.com:
http://fourhourworkweek.com/2009/05/19/vanity-mesrivs-actionable-metrics/.
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being the trend topic of Twitter. They may deligegood company imagine but they are not able tavghe
cause-effect link that should lead any sound siyate
Contrarily, actionable metrics are useful inforroatfor decision making.

Any company should focus on actionable metrics.

By disaggregating gross data, growth hackers qah Valuable information about the customer’s
demographics, behavior, conversion rates and amytiseful to understand how the product is perfogmi
The way a product can appeal to determined prosgeist clearly influenced by their own charactersas

tastes, income, age, political preferences andegend

The Startup discoveries about the customersharaputs for improving the product.
A Startup can be fundamentally viewed as a mea@onoert an idea into something material. Testing
the basic hypotheses leads to a refinement ofwbeab idea that, in turn, should be translated imtilding a

better product.

However, this process is not a one-sequence agprdais iterative. A firm can always discover
something valuable about the market that shouldegta practical changes in the overall business.

The Lean Startup model is based on the conceglmfated learning“a process in which one learns
by trying out an initial idea and then measuringtdtvalidate the effect. Each test of an idea is a
single iteration in a larger process of many iiers whereby something is learnt and then appleed t
succeeding test&".

Thus, the starting point is a new hypothesis. Tle@hger the firm builds the minimum viable product
or modified it accordingly in the case of successterations. Once, the product is changed, itlisased in
the market. Thus, the company can collect datatahewcustomers’ reactions. This data must be aadlyn
accordance with actionable metrics.

The firm can learn from this analysis and repeajitocess over and over again in a loop of contiauo

improvement.

After Product/Market Fit

Once the company has reached the product/markétdan start growing exponentially. Marketing

is, now, embedded in the product and it has allitjfte characteristics to start spreading.

2! Ries, E. (2011)The Lean Startu®p. 9 — 10. Cit.
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The Lean Startup is based on the concephgine of growtlihatis “the mechanism that startups use
to achieve sustainable growth” whesgstainable growtimeans that “new customers come from the actions
of past customerg?.

The growth is self-sustaining when no external ueses or one-time solutions are needed.

According to Eric Ries, there are three types gfie of growth: the sticky engine of growthe viral
engine of growth and the paid engine of growth.Eat them requires a different set of metrics and
strategie¥.

Thesticky engine of growths rooted on the importance of customers’ retemti

The company should focus on the churn rate an@dhbaisition rate. Thehurn rate also known as
attrition rate, refers to the number of customers that aband®modmpany over the total number of customers
in a given time. Thacquisition rateis the number of new customers over the total rermobcustomers in a
given period. The speed of the company growthvsrigby thecompounding growth ratibat is the acquisition
rate less the attrition rate.

Customer retention is fundamental. Traditional neéiflg is usually more focus on the acquisition than

on the retention even if acquiring a new custormersually far less profitable than retaining anaie.

Theviral engine of growths based on the quick spread of a product/servicéity is enhanced by
the word-of-mouth but mostly happen as a side effethe normal product usage, as in the Hotmait¢a
As Ryan Holiday points outvirality at its core is asking someone to spend their soatal recommending
or linking or posting about you for freé”. A product should not be only worth spreading &isb able to
provoke a desire in people to spread it.

The viral engine of growth is based on a metric @@dwiral coefficient(K-factor) that denotes the
number of additional clients gained for each nesta@mer. The growth is viral when the K-factor igher
than 1. To keep the viral coefficient high, manyng@anies do not charge the customers directly bytore
indirect source of revenue as advertising. So@alarks are a typical example.

As explained in the second chaptevirality can leverage on existing platforn@towth hackers can
use a thoughtful integration with a big platforrkeliFacebook, eBay or Twitter to make full use abple

networks to their advantage. For instance, Spaifwedish commercial service for music streanpodcast

22 Ries, E. (2011)The Lean Startug®. 207. Cit.

2 Ries, E. (2011)The Lean Startu@p. 206-223. Cit.
24 See pp. 4-5.

25 Holiday, R. (2014)Growth Hacker Marketing?. 32 — 33. Cit.
26 See p. 34.
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and video, allows to its users to post the tratlkd they are listening to on Facebook, thus plativegy

platform in-front of a receptive audiertée

A company employs paid engine of growtlwhen it spends for acquiring new customers. The
company expenditure may be for advertising, putgiations, sell force and any other kind of promoti In
this case, the right metrics to track are the custdife time value and the cost of acquisitioneThstomer
lifetime value (LTV)s equal to the revenue from the customer lesgdlaged variable costs over his/her
lifetime. On the other side, tredst per acquisition (CPA} the total cost to acquire a new customer. The
speed of the growth is determined by tharginal profitthat is the LTV less the CPA and represents the
amount that can be invested in acquiring new custsiper each customer.

Publicity stunts can offer a way to earn free pré@s® core concept is doing something remarkable.
Also established companies can use these instremeént instance, in 2015, Chevrolet, an American
automobile division of the American manufacturemé&al Motors (GM), issued a press release written
entirely in emoji before publishing a decoded vansa day later. The stunt was aimed at win oveydlmger
customers. It gained a lot of publicity becausegbtrs and young community felt challenged in deogthe

messag®.

One-time expedients are useful but the companyidhmucareful in choosing the right mean. Gaining

publicity is itself worthless if it cannot be comtexd in value.

Speed of growth
Once the one-time expedients have boost the cestacguisition and the engine of growth is running,

the company needs a way to manage the growth.

This issue is behind the Lean Startup conceptaiptive Organizatiorfone that automatically adjusts
its process or performance to current conditihs”

A startup can manage its growth through a seipefed regulatorshat enable the company to slow
down and solve the problems as soon as they digg.idea is tailored on the Japanaselon cordsystem

that forces production to stop when there are uabubles®.

27 Minchin, A. (2014, May 28)20 Awesome Growth Haching Examples — What Do The ih Common®it.

28 Logan, M. (2015, June 22We Try to Decipher Chevy’'s Bewildering Emoji Prédslease Retrieved from Wired.com:
http://www.wired.com/2015/06/emoji-press-release/.

2 Ries, E. (2011)The Lean StartugP. 227. Cit.

30 “The andon cordis literally a cord that workers can pull — a ctinéy should pull — any time something in the mantifring
process goes wrong that would compromise the gualithe product or safety of the people. The Stmps immediately.
Everyone's attention is turned to the problem”.: Sé¢angsgard, T. (2010, February 1Rylling the Andon Cord: Lessons
on Taking a Time-out. Retrieved from Franklincovey.com:
http://franklincovey.com/blog/consultants/toddwagaysl/2010/02/12/pulling-andon-cord-lessons-timeout/
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Adaptive processes force the organization “to sbbown and invest in preventing the kinds of

problems that are currently wasting time. As thasentive efforts pay off, you naturally speedaggin.!

The main adaptive process is thee Whysdeveloped as a systematic problem-solving tool dychi
Ohna®. Five Whys is an investigative method that requéeployees to ask themselves why five times for
understanding an issue in its deep roots. Onceeifigons are clear, the company can make propalktion
investments for each of the five level of the hiehg. The investment should be smaller when thepsgm
is minor and larger when the symptom is more painfu

Thus, companies can tie investments directly tgtlegention of the most problematic symptoms and,

gradually, make incremental changes that ultimagaly up in a systematic new way.

However, besides five whys, a startup can impleroémer practices to be more reactive to external
changes.

The Lean Manufacturing practice siall batchesnay be useful to speed the validated learning
process and avoid wastes. In fact, in many stattupsievelopment and design phases are still basde
old mindset of large batches. Once the product gemlas an idea, it talks to the designers. Thigyules
performed as a unique process that ideally endsitlpa perfect plan of how the product should l@wid
what it should performs. Eventually, this desigsest to the developer for the technical specificat

This procedure is based on the Ford’'s mass pramuslystem. It exploits the functional efficiency
implied in repeating the same set of activitiesralie time.

However, this process is flawed in many way. Rrrstlevelopers build the technical specifications
without any contact with final customers. Secondargblems are more likely to arise in large basctiman
in small batches and when they arise the workdnhas sent back to the previous phase interruptiegelated
function. Thirdly, an error would affect the entpeoduction rather than only a part and it may k@en
difficult to detect because of the correlation acdny features. Lastly, there may be problems ofacteon
and waste of resources in handling the project fademction to another.

The claimed large batches functional efficiencysioet seems enough to balance these shortcomings.

Growth Hacking implies a new management approaathd® than applying this bureaucratic process,

the production of a product can be split into thedpiction of its single elements.

31 Ries, E. (2011)The Lean StartugP. 229. Cit.

32.0hno, T. (1988)Toyota Production System: Beyond Large-Scale Prismtu¢English translation ed.LCit.
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This mindset is clearly rooted in the continuoukbveey framework: “a software engineering approach
in which teams produce software in short cyclesueng that the software can be reliably releageghg

time. It aims at building, testing, and releasinfjware faster and more frequenfly/”

The core idea is that product managers, desigmerse@velopers should work in small teams together
with customers on few product’s characteristicstjpee.

Thus, the company can speed up the process ofrilgaand reduce the waste due to mistakes.

33 Continuous Delivery(2015). Retrieved from Wikipedia.org: https://eikipedia.org/wiki/Continuous_delivery.
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