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Larkin Hoffman has been working with startups for over six decades in fintech, robotics,

software development, medical device and everything in between. This guide was put

together to help answer some of the many questions you encounter while starting a new tech

business and hope to help you avoid potential pitfalls and unwanted outcomes.

We are happy to call Minnesota home. Having plenty of large, multi-national institutions,

Minnesota presents wonderful opportunities for startup companies to grow and prosper. Not

limited by industry, the business scene is supported by several different industries including

medical device, retail, banking, financial technology, health care, consumer products, food

and others.

This guide is based on regulations and guidance in existence at the time the guide was

prepared. All such information is subject to change. This guide is not intended to constitute

legal advice. 

Thank you,

Todd Fronek
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Businesses are the lifeblood of our economy—and all begin with an idea. Perhaps the idea is

a new autonomous vehicle or a unique financial technology app. Maybe it is an innovative

service offering enabled by an emerging technological breakthrough or a cutting-edge

medical device. No matter the idea, there are several items to consider in the progression

from idea to business.

Startup costs, hiring of key employees, attracting investment, crafting a marketing plan and

building an advisory team are several elements to consider when starting a business based

off of an idea. Further considerations include defining a value proposition for the idea,

establishing a vision for the company, assessing the market, understanding how the company

will earn revenue, evaluating competition and checking legal regulations.

Developing an Idea
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Every business owner knows the importance of margins. Whether it be gross margins or

margin per unit, making a profit is vital to maintaining a sustainable business. Simplistically,

many people look at ways to increase margins by raising prices, reducing expenses or some

combination of both. While this approach is of course sage advice, a company’s intellectual

property protection provides a guide as to how to protect your margins most effectively.

Intangible assets of companies in the S&P 500 currently account for approximately 80-90%

of total assets. These intangible assets include the company’s intellectual property, namely

patents, trademarks, copyrights and trade secrets. Developing a strong intellectual property

strategy can provide a distinct and unique advantage over competitors and provide for

valuable differentiation in the marketplace.

It is imperative to take necessary steps to protect intangible assets. For patents and

trademarks, this generally means filing an application with the United States Patent and

Trademark Office (USPTO). However, the mere filing of an application is not the end of the

road. The USPTO will examine your application (both patent and trademark) and determine

whether your application is available for protection. If so, it is advantageous to signal your

rights to others, for example by marking products as “patent pending” or using a trademark

designation in connection with a selected trademark.

Just as it is important to protect a company’s intangible assets, understanding intellectual

property rights of third parties is paramount in deriving value from intangible assets. When

selecting a trademark, it is important to conduct a search to identify potentially conflicting

marks. Conducting a freedom-to-operate analysis prior to releasing a product can prevent

undesired litigation. 

After taking steps to identify and protect intellectual property, businesses need to continually

align intellectual property strategy with their overall business activity and goals. In certain

situations, your business may want to license its technology to encourage adoption across an

industry. In other situations, an enforcement action is more appropriate to stop a competitor

from copying intellectual property. Regardless, the intellectual property strategy should work

in concert with business goals to sustain a company's competitive advantage in the long run.

Derive Value from Intellectual Property
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Create a Marketing and Sales Strategy

Revenue enables companies to pay employees, rent, vendors, capital expenses, operating

expenses, debt, utilities and shareholders. Without sufficient revenue to cover these costs,

companies fail. Conducting market research helps in identifying a total addressable market

for your idea, determine your target customer and assess the competition. Here are several

questions to answer in conducting your research:

·      What is my target market?

·      Who are my target customers?

·      What products and services are customers currently using?

·      What are the current market opportunities?

·      What is a target segment that will be open to my product or service?

Once you have conducted your research, a roadmap for converting prospective buyers into

customers should be developed. Often, this roadmap is referred to as a “sales funnel”,

transitioning awareness with a product or service offering through to purchase of the offering.
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Establishing your Startup

When you are ready to form your company, below

are several tasks to get you up and running:

·      Select entity type 

·      Form entity with the Secretary of State

·      Apply for a Federal Tax Identification Number

·      Apply for a State Tax Identification Number

·      Obtain Business Permits and Licenses

·      Purchase Insurance

·      Open a Business Bank Account

·      Draft Operating Agreement
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There are many ways to finance a startup business, none of which are mutually exclusive.

Prior to sourcing funds for your business, it is helpful to identify the amount of funding

needed, as well as a timeline and use for the funds. Below are various sources to consider.

Personal Funds

The easiest source of funds is to use your own funds to get your business started.

Business Partners

If you are working with others.

Friends and Family

These contacts can also be your greatest champions.

Angel Investors

Angel investors are high net worth individuals that not only provide funding but sage advice

and mentorship.

Bank Loans 

With a well-thought-out business plan, banks can oftentimes be a great funding option.

Venture Capital 

Venture capitalists generally require a business that can scale in a dramatic fashion.

Customers 

If you can deliver a product or service that customers want, oftentimes customers will pay

upfront so that you can continue on with operations without the need for other external

financing.

Grants

Federal agencies, state agencies, and local government entities provide several programs to

outsource research and development.

Crowdfunding

Kickstarter, Indiegogo, and other websites allow companies to prefund sales.

Financing your Business
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As you begin operating your business, several milestones await:

·      Hiring employees

·      Building a website

·      Preparing marketing material

·      Establishing accounting policies

·      Entering vendor relationships

·      Leasing office space

·      Managing customers

Through your journey, it is important to establish and maintain relationships with others

outside of your business, including accountants, attorneys, bankers, advisors, mentors and

others.

Operating for Success
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MN gov. site - https://mn.gov/launchmn/assets/startup-resource-guide-acc_tcm1139-

441839.pdf

https://mn.gov/deed/ed/innovation-technology/technology/

Tech.mn

https://carlsonschool.umn.edu/mn-cup

https://mntech.org/

https://www.sos.state.mn.us/business-liens/start-a-business/

https://www.uspto.gov/trademarks

https://www.uspto.gov/patents

https://www.sbir.gov/about

Useful Advice and Resources
 

b. S

https://mn.gov/launchmn/assets/startup-resource-guide-acc_tcm1139-441839.pdf
https://mn.gov/deed/ed/innovation-technology/technology/
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Here to Help You Get Started

Todd R. Fronek

952-896-3295

tfronek@larkinhoffman.com

Todd Fronek advises businesses from small and emerging

companies to large, multinational technology corporations.

He provides strategic advice to clients in determining the

value and importance of intellectual property assets to

business objectives. In his practice, Todd routinely

develops an integrated approach among investors,

engineers, marketers and business executives to analyze,

develop and implement effective IP commercialization and

protection strategies.
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