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1 Introduction

Start-ups in Germany are navigating a challenging landscape. The uncertainties caused by the
geopolitical tensions in the Ukraine and Middle East, coupled with inflation and rising interest
rates, are the main factors putting a strain on founders and their startups. That is why the
business climate in Germany for startups has fallen to its second-lowest level since the Corona
crisis, according to a survey conducted by the German Startup Association (German Startup
Association, Habeck, 2023). The tense geopolitical situation is also affecting startups'
willingness to commit to investment and planning security. In one survey, for example, nearly
two-thirds (65%) of startups stated they were struggling to assess the future situation and market
trends (Gilde et al, 2023). And investors feel the same way. According to EY's Startup
Barometer (Priiver, Ernst and Young, 2023), investments in German startups in the first half of
2023 plummeted by 49% year-on-year. The substantial drop is primarily due to fewer large
deals, whereas the number of fundraising rounds only decreased from 549 to 447 (Priiver, Ernst
and Young, 2023). The difficult environment is thus causing startups a lot of trouble, which is
why it can be assumed that a large number of current startups will continue to fail. In the past,
80% of startups had already failed within the first three years (Bogdan, 2022), in most cases
because there was either no market need or the money ran out (Team of Deutsche Startups,
2017).

However, this research posits that failures in startups extend beyond financial constraints and
lack of customer or market needs, and therefore fundamental research into numerous causes is
needed. In addition, the aim is to provide a practical approach, which is why solutions for the
identified failure reasons are also explored. For this purpose, two seemingly unrelated sectors
are investigated in this study: the heavily analyzed “food industry” and the understudied “sexual
wellness” industry. The use of a comparative methodology is intended to show different

patterns and correlations between these two sectors and, for the commonalities identified, to
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pursue the goal of becoming a generally valid scientific study for start-ups in the German
ecosystem.
Therefore, this study, titled "An Investigation of Failures and Turnaround Strategies of German
Startups within the sexual wellness and food industry," focuses on two critical research
questions:

1. Which key factors leading to the failure of manufacturing startups can be derived when
investigating and comparing the failure reasons of startups in the German food and
sexual wellness industries?

2. What turnaround strategies emerge for struggling startups, by investigating startups in

the food and sexual wellness industries in Germany?

This introduction is followed by a comprehensive literature review that contextualizes these
industries within the current startup environment. Subsequent chapters will delve into the
methodology, including qualitative and quantitative analyses, and a detailed discussion of the
findings. The thesis concludes with practical recommendations for startups and implications for
future research.

Through this study, the authors seek to contribute significantly to the academic discourse on
startup resilience, providing a beacon for current and future entrepreneurs and all stakeholders

in the challenging yet opportunistic landscape of the German startup ecosystem.

2 State of research

The state of research, also known as a literature review, is performed to gain an understanding
of the existing publications and discussions pertinent to a specific topic or field of study, which
is then presented as a written report (Western Sydney University, 2019). In this work, the
authors will provide insights into the terminology and characteristics of startups themselves and
the current research state of failure reasons and turnaround strategies for startups in general to

create a mutual understanding of the main topic. The latter will also aid in justifying the topic
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of this work and pointing out the gaps in the existing studies. Furthermore, the industries that
will be analyzed, described, and put into context with the general topics of failure reasons and

turnaround strategies will be described.

2.1 Special Characteristics of startups

To understand what startups are, it is important to first analyze how long they have been around.
Google Ngram, a tool for analyzing the frequency of terms in Google's extensive book
collection, shows a significant rise in the term "startup" in the 1970s and 1980s, with the term
almost not being used at all before. This rise is in line with contemporary technological and
business vocabulary, including words such as “entrepreneur” or “venture capital” (VC) (Google
Books NGRAM Viewer — Google Product, 2023). However, the classic definition of start-up
did not exist in the early days, as during this period the term was used more specifically by
some economists, e.g. to refer to a particular sector or type of work, such as funding startups
(Schoenberger, 1986). It was not until the 1990s that Saxenian (1994) was one of the first to
coin the term "startup", defining them as informal, collaborative enterprises and categorizing
them according to the Standard Industrial Classification (SIC) system.

Many other definitions have been added since then. Wang et al. (2016), for example, succinctly
define a startup as "a human institution that offers a new product or service under extremely
uncertain conditions.” Other research articles are more specific, describing startups as
innovative companies that prioritize experimentation and strive meticulously to meet customer
needs (Luchko et al., 2019; Bonaccorsi, 2011). These definitions also emphasize the risk and
ambition involved in founding a startup for entrepreneurs (Gielnik et al., 2015).

In addition, startups are also known for their comparatively small size, which is associated with
innovative ideas that contribute significantly to the dynamism and growth of an economy
(Malpani, Ghosh, 2023). Nevertheless, it is important to mention that even after a short time,

the size can already vary greatly in terms of both turnover and employees (Pugliese et al., 2021).
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However, Van Stel et al. (2013) found that keeping the startup small over a longer period
increases the chances of success.

In the course of their existence, startups change and lose their startup character, as they are only
temporary organizations (Nazari et al., 2022). That is why Baldridge (2022) paradoxically
stated, “When a startup becomes profitable, it is likely moving away from startuphood."
Moreover, even time alone plays a decisive role. For example, both Bormans et al. (2020) and
the German Startup Association (2022) define startups as companies that are up to 10 years old,
whereas Lambertz and Schulte (2013) only estimate a maximum of 5 years. Contrary to that,
there is also the opinion that time plays no role at all, but that a startup becomes an enterprise
as soon as it has a founded business model, as the CEO of Quora emphasizes (Quora, 2018).
Additionally, the impact of startups often goes beyond immediate market disruption. Theories
and evidence suggest that startups play a crucial long-term role in the regional and economic
development of countries (Acs, Szerb, 2007).

On another note, with the quantity of startups in the market, it also becomes important to define
different ways of structuring the businesses and segmenting them into different markets. In a
large study conducted by Savin, Chukavina, and Pushkarev (2022), over 250.000 startups were
examined in order to group them into topics that describe the field in which they operate, such
as healthcare services, time management, or wellbeing, showing that the business models of
startups are diverse (Savin et al., 2022).

It can therefore be noted that there is no official definition of startups, which is why it was
agreed in this research paper that the startups examined were not older than 10 years, had the
intention to grow, and had to have an innovative product or business model. In doing so, the
authors have oriented themselves very closely to the definition of the German Startup
Association (German Startup Association, Habeck, 2023). For the purpose of this research

paper and to ensure comparability between the different industries, the focus was also strongly



Group Part

set on startups selling and manufacturing physical products, because this enables the authors to
ensure comparability of the chosen industries and to ensure that every aspect of the value chain

is investigated.

2.2 Failure reasons for startups

As mentioned in the introduction, many startups, despite their inherent ambition and innovation,
often face failure (Gilde et al., 2023). There are several forms of definition for the term failure,
or more so, at what state a startup can be defined as failing. However, most commonly, a
business failure refers to the financial instability and lack of profitability of a company (Wei-
Wen Wu, 2010). Pretorius (2009, 10-11) points out the difference between “decline” and
“failure” in his extensive research for finding a common definition for failure. A venture is
therefore in decline “when its performance worsens (decreasing resource slack) over
consecutive periods and it experiences distress in continuing operation," whereas failure sets in
“when it involuntarily becomes unable to attract new debt or equity funding to reverse decline;
consequently, it cannot continue to operate under the current ownership and management."
After establishing the criteria for failure, the authors proceeded with their investigation of prior
research related to startup failure and rapidly concluded that a substantial amount of study had
been conducted on the causes of failure. However, most insights are based on experience and
less on gathering different perspectives and insights. Furthermore, the research is either strongly
generalized to be applied to any sort of startup (Eisenmann, 2021; Pride, 2018, 11-20) or limited
to certain types of startups (Chanin et al., 2018; Akter, Igbal, 2020), especially tech startups
(Santisteban, Mauricio, 2023; Crowne, 2003). Further distinctions in research can be made by
the stages investigated (Giardino, Wang, Abrahamsson, 2014) or countries (Kalyanasundaram,
2018; Kotsch, 2017).

Diving deeper, one of the most prominent and frequently cited works is that of Tom Eisenmann

(2021), in “Why Startups Fail”. In his data-backed research, he breaks down six patterns for

10
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why startups fail: Bad Bedfellows, False Start, False Positive, Speed Trap, Help Wanted,
Cascading Miracles While Eisenmann’s insights into specific use cases are valuable, the use
cases strongly apply to venture-backed companies. There are concerns regarding this focus's
relevance to newly established companies that don't have the support of outside investors or
operate with fewer resources. (DeSantola, 2022). In his research, Eisenmann also introduces
the “Diamond-and-Square Framework™ to understand startup failure even better. Substantially,
while the diamond represents the idea, or more specifically, the opportunity, the square is
directed towards the key players needed for the startup to succeed. In a best-case scenario, all
pillars are met within a startup. (VeFund, 2023).

Although Eisenmann's research holds significant prominence, it is not the only study that
categorizes failure reasons into distinct patterns as a fundamental element of examining the
results and integrating them into a conceptual framework. Another study conducted by
Cantamessa et al. (2018) adopted the SHELL Framework, used for accident reports in aviation,
to determine the cause of startup failures. The research is based on post-mortem reports and
numerical data and evaluates startup failure reasons in the identified dimensions of business
model, the customer/user, organization, product, and environment. Jamie Pride (2018, 11-20)
leads with ten reasons why startups fail in his book “Unicorn Tears” and continues to cluster
these failures in a framework along the dimensions of founder failures, funding failures, and
flawed business models. Furthermore, a study conducted by Pisoni, Aversa, and Onetti (2020)
consolidates literary findings by clustering the work of 74 different research papers to create
four categories (strategic and managerial decisions, product-related aspects, and contextual and
environmental-related issues), classifying the causes of failure. Even though the dimensions
themselves are distinct to each study, there are commonalities in the underlying rationalizations:
Consequently, it is observable that recognizing and satisfying a genuine demand in a market is

crucial to ensuring success and that a startup may fail if a product only caters to a niche, despite

11
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an initial validation of the market, as the growth may be restricted (Cantamessa et al., 2018;
Eisenmann, 2021; Pisoni, Aversa, Onetti, 2020; Pride, 2018, 11-20). Moreover, the
stakeholders in a startup are crucial to its success. This could pertain to the compatibility of the
founding team's skill set with the objectives of the startup, ensuring its success. However, it
could also involve securing funding from investors who share the same vision and provide the
contacts, or collaborating with dependable manufacturers and suppliers who adhere to the
set quality standards (Cantamessa et al., 2018; Eisenmann, 2021; Pisoni, Aversa, Onetti, 2020;
Pride, 2018, 11-20). Lastly, external forces, like market developments, political and economic
conditions, and the strength of competitors, might ultimately contribute to the failure of a
business, even if its internal capabilities are in harmony. A change in investor or consumer
sentiment, the introduction of disruptive technology, or investor or customer aversion could
deplete a startup's resources or contribute to its obsolescence (Cantamessa et al., 2018;

Eisenmann, 2021; Pisoni, Aversa, Onetti, 2020).

2.3 Turnaround Strategies

According to Pretorius (2009, 10—11), a “venture has been turned around when it has recovered
from a “decline that threatened its existence” to resume normal operations and achieve
performance acceptable to its stakeholders (constituents) through reorientation of positioning,
strategy, structure, control systems and power distribution." This finding also implies that a
startup can only be turned around when it is declining; it cannot be saved if it has already
reached the point of failure.

Assuming a startup is at a point where a turnaround is possible, the current state of research
provides various insights into turning around such a struggling venture. For example,
Arogyaswamy, Barker III, and Yasai-Ardekani (1995, 493-525) proposed a two-stage model
in their research in which decline-stemming strategies, strategies reversing dysfunctional

consequences of the decline, and recovery strategies, strategies to enhance the competitiveness
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of the company, should be utilized to recover a company and look beyond the financial issues
(e.g., company culture, management, external stakeholders). On another note, Bibeault (1998,
81-88), after establishing reasons for companies to fall into decline and pointing out warning
signals (“red flags”), continues to elaborate on different turnaround strategies: ‘“the
management process turnaround, the economic or business cycle turnaround, the competitive
environment turnaround, the product breakthrough turnaround, and, finally, the government-
related turnaround”, deeming the management process turnaround as the most significant one,
being responsible for two-thirds of all turnarounds. More recent studies, such as those of
Manimala and Panicker (2012), cluster findings from different literary resources into five
categories: human resource strategies, financial strategies, marketing strategies, production and
operations strategies, and corporate planning strategies. Based on these categories, Manimala
and Panicker (2012) continue to evaluate different hypotheses about the frequency and
effectiveness of these strategies. In their conclusion, they elaborate that, generally speaking,
companies that deploy more than one turnaround strategy prove to be more successful. Angwin,
McGee, and Sammut-Bonnici (2015) further evaluate in their research, “Turnaround
Strategies”, that “good management”, “appropriate organizational structure®, and “tightly
controlled costs” are crucial during the turnaround process of a company, which aligns with
their classification of restructuring, cost reduction, and repositioning, to determine the actions
to be taken.

While most research is not primarily directed at startups specifically, the information provided
can be transferred to respective business cases, as the key concepts generally apply to different
types of businesses. However, there was no evidence of research that connects and clusters

startup failures into categories and suggests strategies based on these categories.
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2.4 Research Gap

The body of literature offers a wide range of perspectives on the reasons why startups fail and
the tactics that can be used to turn them around. While this is the case, after extensive research,
it became clear that the literature does not yet establish a connection between industry insights
and larger patterns. Furthermore, the research on turnaround strategies offers insights on
various clusters of strategies, but it does not match specific classifications of startups against
specific strategies that are tailored to the requirements of the given company. The implication
for our work, and therefore the identified gap, is therefore to not only create a framework that
connects cross-industrial patterns between industry-specific failure reasons but also to provide
a classification system for startups, as well as to develop strategies that are specifically designed

for young businesses that fail in a particular pattern.

2.5 Industry Reviews

Without a doubt, a thorough examination of the food and sexual wellness industries is a
necessary precondition for an academic study. The evaluations serve as critical pillars, giving
essential insights required for strategic decision-making and a comprehensive understanding of
market dynamics. In the next paragraphs, the authors will examine several market parameters
for both industries, such as market sizes, relevant historical circumstances, opportunities, and
challenges, suggesting paths for innovation while highlighting potential pitfalls. These insights
serve as a point of reference for the later sections and give crucial background knowledge for

understanding and evaluating the following interviews.
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2.5.1 The food industry in Germany

The German food industry is recognized as a significant contributor to the country's economy,
encompassing a range of activities from production and processing to distribution and retail of
various products and services (Gollnhofer, Bhatnagar, 2021). With over 619,000 businesses, it
is characterized by a strong presence of small and medium-sized enterprises (SMEs), producing
a diverse array of products for both domestic consumption and international export (The
German Food Sector, 2023; Deiters, Heul3, 2014). Additionally, it generated a turnover of
approximately EUR 209.3 billion in 2022, employed around 5.1 million people, and offered a
staggering 170,000 products, showcasing the sector's breadth and depth (Statista, 2023; The
German Food Sector, 2023). Illustrating the sector's resilience and adaptability in the face of
changing economic conditions, the market size is forecasted to grow further, according to the
German federal ministry of food and agriculture (2023).

Startups from the food and nutrition sectors, thus the food industry, account for 10.2 percent of
all startups in Germany and are thus the 3rd largest share, highlighting the key role of this sector
for Germany (Kollmann, Uni Duisburg-Essen, 2022). At the same time, the proportion of start-
ups focusing on the retail sector and delivery services is growing continuously (Schwemmer,
2021). The coronavirus crisis has acted as a catalyst for this circumstance (Lueg, 2022).
However, it is particularly important for startups in the food industry to be supported and
receive additional resources, which they usually get from investors or mentors, as many of their
business models are cost-intensive and their operations can be complex (Ludwig et al., 2022).
In 2021, Germany was the most important market for agri-food investments in Europe, with a
volume of 3.3 billion dollars, and therefore a very good location to receive both financial and
intellectual support. However, this was mainly driven by investments in the two Berlin-based
start-ups Flink and Gorillas, two start-ups from the quick commerce sector (Marston, 2022).

However, according to a report by KPMG, investments in start-ups fell sharply in 2022, both

15
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globally and in Germany, particularly affecting start-ups in the food industry, which often
quickly run into problems without external capital (Lavender et al., 2023). As a result, startups
from the food industry are currently trying to set themselves apart from others with special
features such as sustainability and are moving away from sectors that require a lot of capital,

such as e-commerce, towards food tech innovations (Riitzler, Reiter, 2023).

2.5.2 The sexual wellness industry in Germany

Defining the term sexual health, the World Health Organization (2006) states that it is
“fundamental to the overall health and well-being of individuals” and further defines sexual
health as a condition of physical, emotional, mental, and social well-being related to sexuality,
not only the absence of sickness, malfunction, or infirmity. Sexual health needs healthy and
respectful attitudes about sexuality and sexual relationships, as well as joyful and safe sexual
encounters without compulsion, prejudice, or violence (WHO, 2006). In respect to the
commercialization of this topic, the sexual wellness and intimacy sector includes all products,
the well-being and enhancement of sexuality. This contains products like sex toys, lubricants,
and sexual protection, but could also include herbal supplements dedicated to enhancing sexual
well-being (Straits Research, 2023). Although safe sexual satisfaction is a major part of the
sexual wellness industry, it also includes open communication and overall positive experiences
around all topics that touch sexuality, including health and education (Straits Research, 2023).
Evidence that the market is growing can be found across various studies. For example, Zion
Market Research (2023) determined that the global market was worth over 57 billion USD in
2022 and expects it to grow to over 110 billion USD by 2030. Hereby, the DACH region
accounts for approximately 3.2 billion euros in market size and contains more than 200 startups
in the industry. This encompassed a wide range of products and services, including sexual
wellness products, lingerie, and sexual health services (Startuplnsider, 2023). Furthermore, the

German market is considered the largest market in Europe for sextoys, making up around 27
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percent of the total market share in Europe in 2021 (Spherical Insights, 2022). The accessibility
through online stores and the wide product range, contributes to the significant market growth
(Business Market Insights, 2023).

Historically, Germany has had a relatively open attitude towards discussions about sexual
health and intimacy. In the 20th century, sexual education and health became increasingly
emphasized in Germany, further reducing the taboo associated with sexual topics (Sigusch,
2008, 81-120). In fact, the German company Beate Uhse was not only the first sex-shop in
Europe, but also became one of the largest players of the industry, creating a strong and
forward-thinking brand (Connolly, 2001).

Today, companies like Amorelie or Eis.de, who started as online-marketplaces for sexual
wellness products, have become recognized players in the market, delivering own sexual
wellness products and advice in a modern, consumer-friendly manner. Especially during the
COVID-19 pandemic, these companies, alongside with other companies in business like
Funfactory, experienced a boom in their revenue, which supported tremendous growth of the
market (Gode, 2020). Within this landscape, more startups have effectively harnessed evolving
consumer attitudes and digital platforms to provide a fresh perspective on sexual wellness.
Companies like Femtasy, Einhorn and Beducated are bringing new business models and angles
to the market and are taking advantage of the evolving market landscape, especially through
targeting women (Huesing, 2015; Huesing, 2020).

Overall, the industry is becoming more inclusive, offering products that cater to diverse sexual
orientations, gender identities, and body types (Spherical Insights, 2022). The incorporation of
technology in intimate products and apps has created new possibilities for enhancing sexual
experiences, whether through smart sex toys, sexual health apps, or virtual reality experiences
(Business Market Insights, 2023). However, despite the increasing openness towards sexual

wellness, there is still a degree of social and even personal stigma associated with the industry
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(Dubé et al., 2022). This can impact marketing efforts and public perception. Especially in
Germany and within social networks, marketing efforts can be difficult, as sexual content, often
also on an educational level, is prohibited (Milz, 2019). Furthermore, with products becoming
more technologically advanced and gaining capabilities to connect to the world wide web,
companies that collect sensitive user data must prioritize data security and privacy to build trust

with their customers and users (Stardust et al., 2023).

3 Methodology

This research paper combines both theoretical and practice-oriented research, meaning that both
literature and qualitative methods were used to conduct the study. While the literature was used
to gather an understanding of the current state of research, the qualitative research was used to
derive deeper insights into the industries and set up the desired framework. In the following
paragraphs, the examination of the qualitative research methodology and setup of the conducted
interviews, including the interview partners and subject areas, will be discussed. Lastly, this

section will explain the evaluation methodology of the conducted interviews in more detail.

3.1 Empirical Research and semi-structured interviews

The term "empiricism" is derived from the ancient Greek and translates to "experience". In
empirical research, various data points are systematically collected, evaluated, and interpreted
to gather new insights (Endres, 2021). An essential part of this thesis is based on empirical
research, aiming to find an answer to two essential questions:

1. Which key factors leading to the failure of manufacturing startups can be derived when
investigating and comparing the failure reasons of startups in the German food and
sexual wellness industries?

2. What turnaround strategies emerge for struggling startups, by investigating startups in

the food and sexual wellness industries in Germany?
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Interviews are part of the qualitative research methods, and depending on the degree of
structuring and standardization, the interviews can be classified into different categories. In this
thesis, the methodology of semi-structured interviews was used, as they give the interviewees
the freedom to express their points of view without being strongly guided or influenced by the
interviewer but ensure comparability due to a defined interview structure (Adams, 2015, 492—
505). In the case of this study, this was especially important to ensure the ability to make
comparisons between the different industries. Therefore, an interview guide was created around
the leading questions, which can be found in Appendix 2. An interview guide helps the
interviewer create an “outline of planned topics and questions to be addressed, arrayed in their
tentative order” (Adams, 2015, 492-505).

In order to ask the two different groups mentioned below, the questionnaire was adjusted to the
specific needs of each interviewee; however, it hardly differed in content and always followed
the same pattern, consisting of an average of 22 open questions. The interviews were conducted
through video or phone calls, and a declaration of consent was obtained from each participant
to ensure that the gathered information could be evaluated by the authors. Before the start of
each interview, a short preliminary discussion took place to clarify any open questions of the

Interviewees.

3.2 Interview gathering and interview partners

In total, 12 interviews were conducted to support the research, ensuring that every interview
partner could provide insights into the German market and into at least one of the analyzed
industries and the specific market dynamics. To guarantee that relevant interviewees are
selected, a target group must be determined before approaching a sample of that target group
for an interview (Lamnek, Krell, 2005, 180—186). A list of all interview partners can be found
in Appendix 1. The interviewees can be clustered into two different groups: For the first one,

the authors interviewed founders of startups in the respective industries. The founders were able
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to lend a business internal perspective and talk about past experiences in their own startups.
The writers felt it was necessary to observe different points in time and comprehend different
views; therefore, the group of founders included founders in the early and late phases of
successful businesses, scaled-up firm owners, and failed founders. The second group consists
of industry experts and investors, which are influential leaders and important stakeholders who
have substantial knowledge in a specific industry, gained primarily by years of working in the
field or investing in it (Forbes Expert Panel, 2023). For the purpose of our thesis, industry
experts provide exclusive insights into industry trends and the development of startups over an
extensive number of years. By interviewing venture capitalists and business angels, the authors
were also able to gain insight into investment criteria, growth strategies, and several cases where
startups failed, which is useful to gain different perspectives. Overall, the different views allow
not only gather inside perspectives but also view businesses from an outside angle.

To obtain interview partners, the interviewees were approached either through the authors'
networks or through LinkedIn InMails, implying that a thorough search was undertaken to
discover suitable, potential interviewees. While the search criteria for founders were closely
related to their businesses and their success or failure in the respective industry, the search
criteria for experts and investors included further characteristics such as years of experience
and deals done in the industry. All interviews were conducted in German, via Teams or phone

call, and recorded with an average of 37 minutes.

3.3  Interview Analysis

After each interview, the authors conducted a debrief to align on the key insights of the
interview and proceeded to transcribing the recording. All transcripts were created by Al-
Transcription tools in German and translated into English by the same tool. To analyze the
findings and find parallels between the different industries, the authors decided to evaluate the

interviews through social hermeneutic paraphrase, which is especially useful for interviews that
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are less structured and follow an open-question format (Mayring, 2002, 109—-112). The term
hermeneutics means "interpretation,”" and as a research method, it seeks to understand the
meaning and make sense of the experience that interviewees have or had (Vandermause,
Fleming, 2011). To further interpret the results, Lindseth's and Norberg's three-step approach
was used, which was inspired by Paul Ricoeur. After transcribing the interviews, the first step
is naive reading, which is reading through the interview to obtain a better understanding of the
interview as a whole (Lindseth, Norberg, 2004). The second step is structural analysis, in this
case thematic structural analysis, where the goal consists of identifying themes and capturing
the true meaning of lived experiences. Themes, also meaning units, can be sentences, parts of
sentences, or several sentences that “conveys one meaning” (Lindseth, Norberg, 2004). For the
authors of this study, the meaning units are different patterns that could be identified through
the interviews. This structure, a summary of all relevant statements within their meaning units,
can be found in Appendix 3. The final step is comprehensive understanding, in which the
discovered statements are interpreted in relation to the research question (Lindseth, Norberg,
2004). These interpretations are accomplished in chapters four and five of this thesis, in which
the discovered failure reasons and turnaround strategies are examined within their patterns and

further contextualized in the developed framework.
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4  Why Startups Fail: Cross-Industrial Failure Patterns in the German Food and

Sexual Wellness Industry

After researching the market and interviewing founders, industry experts, and investors in both
the food and sexual wellness sectors, a cross-industry analysis will be conducted. This will
involve evaluating key interview findings, categorizing generic failure reasons unrelated to
industry-specific issues, and performing an industry-specific comparison to identify similarities
and differences. The subsequent analysis will lead to the development of a "failure framework"
that illustrates the most significant findings.

However, before doing so, it is important to understand the current trends in both markets, as
these give rise to some of the failure reasons. In the food industry, trends gravitate towards
health-conscious, sustainable, and locally sourced products (FST1; FST3). The rise of plant-
based alternatives, veganism, and organic offerings mirrors consumer demand for transparency
and ethical production practices (FST 4). Conversely, the sexual wellness industry trends
towards product diversification, reflecting a broader societal acceptance and the de-
stigmatization of adult products (SWST2; SWST4). The sector also shows a marked trend
towards e-commerce, with direct-to-consumer models becoming increasingly prevalent,
circumventing traditional advertising restrictions (SWST4).

While industry-specific, these trends share a common core in consumer-centric innovation and
ethical business practices, underpinning the necessity for startups to fit with current market
expectations and regulatory frameworks in order to prevent failure. These insights will lead to
the development of a "failure framework" for startups, incorporating major tendencies to

forecast and avoid potential pitfalls in these dynamic industries.
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4.1 Generic Failure Reasons

By using the term generic failure reasons, the authors understand reasons why a startup might
have failed that do not tie to a specific industry but are much more generalized. It is important
to mention that the interviewees themselves referred to these points as generic aspects. This
may be related to an overarching crisis on the market or frequently cited and mentioned failure
reasons in the literature. Nonetheless, these findings were provided and shared by several
experts from either the food or sexual wellness industries, which is why they are mentioned in
this paper.

A commonly mentioned aspect of failure is the lack of vision and commitment by the founders.
With a lack of commitment and communication issues, it is hard to determine and therefore
follow a clear strategy (FST2). Making strategic decisions and creating an upfront strategy is
extremely important, as many decisions made will impact later operations (FST1). According
to industry experts, an unclear goal and vision can cause a loss of needed focus, and without
focus and long-term commitment, the desired changes in the market cannot be made (FEI,;
SWST3). Looking back at the literature, this reason is also mentioned by Pride (2018, 11-20),
under his dimension of founder failures. However, it does not just have to be a lack of
commitment on the part of the founders that can lead to the failure of a startup. Egocentric
founders can be just as challenging (FST1). In fact, being open to feedback and keeping an
objective perspective on the idea is crucial to ensuring that necessary changes can be made
(SWST?2). Lastly, related to the founder, the founding team surrounding the startup should be a
fit for the product (or service) that the business is trying to sell (FST1; FE2). Especially in
markets that require specific industry knowledge, it is important to have a team member that
understands, in depth, the product and its development (FSWE1).

On another note, looking at external factors, the growth of interest rates has cost many startups

their businesses. The problem lies in the switch from growth to profitability. While interest

23



Individual Part — Joanna Allmeling

rates have been low to non-existent, especially after the COVID pandemic, inflation has forced
central banks to raise interest rates, prompting investors to be more cautious with their
investments and prioritize profitability over growth (FST2).

Furthermore, the network in which a startup operates is just as crucial to its success. A robust
network provides not only a support system but also access to vital resources, mentorship, and
strategic partnerships (FST2; SWST2). Founders who fail to build a network in the early stages
of a startup will eventually find themselves in a situation where their lack of significant contacts
makes the business stumble (FSWE2).

Finally, it can be a fatal mistake to launch a business model that harbors excessive market risk.
Even with everything else in place, understanding the market and gauging its potential is
imperative (FST4; FE1). Launching a new product in an unfamiliar market is inherently risky.
In many cases, the lack of detailed market research can lead to unanticipated difficulties,

sending startups into the unknown of market obscurity or, worse, irrelevance (FST3; FEI).

4.2 Industry specific comparison

The preceding chapters provided insights into the current state of the German food business and
sexual wellness sector. Through interviews with industry experts, various statements were
gathered to identify patterns. This paragraph will explore the similarities between the sexual
wellness and food industries in Germany, emphasizing the commonalities represented by these
patterns. Additionally, fundamental differences between the industries will be addressed to
offer a nuanced perspective on the topic.

To begin, addressing the intersection of failure reasons in the sexual wellness and
intimacy market and the food industry highlights a critical difficulty: the recognition and
strategic integration of trends. The drive toward sustainability spans both sectors. However,
like a startup that produced special nuts or SiClaro, which focused entirely on sustainability,

ran into difficulties, demonstrating that a narrow focus on a particular trend can be dangerous
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(FST2; SWST3). Similarly, while Amorelie canceled sustainable product collections, other
companies in the sexual wellness sector faced serious greenwashing allegations after launching
supposedly sustainable products, which demonstrates the importance of caution in trend
acceptance (SWST2; SWST4). However, embracing micro-trends and hypes such as the rise of
suction toys in the sexual wellness industry contradicts the importance of agility in responding
to market changes (SWST1), a lesson paralleled in the food industry with Wholey's introduction
of new bowls (FST3). This agility must, however, be balanced against core values and
profitability, as seen with SiClaro. In this example, a trade-off between strict mission
commitment and market demands has not been managed well (SWST3). This concludes that
the ability to launch successful products without surrendering to every emerging trend is
critical—a strategic alignment that acts as both a survival and a turnaround strategy for
businesses navigating these volatile markets.

Adjacent to the trends that lead to failure across the food and sexual wellness industries,
industry-specific challenges also notably stem from (over)regulated environments, more
specifically from restrictions and prohibitions. In the food industry, stringent health and food
regulations delineate the boundaries within which products can be sold (FST2; FSWE1; FST4).
Innovations in food technology, especially those incorporating unprecedented ingredients, face
untransparent, straining approval processes in Germany—a barrier less pronounced in other
areas like Singapore or the USA (FE1; FST4).

Startups in the sexual wellness sector face similar limits and prohibitions, however, in the form
of more stringent marketing requirements. Sexual advertising bans on platforms like Meta and
Google severely limit their capacity to market products freely (SWST3; SWST2; SWSTI;
SWST4; FSWE2). However, unlike food startups, sexual wellness brands in Germany do not
contend with product regulations, leading sextoy manufacturers to take the initiative in

developing standards such as ISO 3533:2021 for sextoy safety (SWST1).
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Additionally, it is clear that the importance of educating customers can greatly impact
a product's success. Considering the food industry, when introducing a new product made of
new ingredients, teaching people how to use it is critical. Understanding what the product has
to offer and its advantages is what drives its appeal (SWST1), as was also seen with the start-
up that produced snacks from new types of nuts (FST2). However, necessity for education is
not universal and needs to be considered, as established products or those that are self-
explanatory do not demand as much guidance (FST2).
In comparison, in the sexual wellness market, a general lack of customer education prevails
(SWST1; SWST3). This vacuum is both an immense opportunity and a major concern. Due to
the lack of available knowledge, consumers frequently rely on established players for
information; nonetheless, despite this reliance, customers are receptive to assistance but may
be hesitant to seek it (SWST1; SWST3). For the founders of SiClaro, this became even clearer,
as they saw customers seeking personal consultations during market sales not only driving
higher revenues but also easing customers' hesitations and encouraging orders through informed
decision-making (SWST3). Startups that fail to educate their customers or show no awareness
of the education level of the market will struggle to meet the customer’s needs. This goes as far
as investors making investment decisions based on the importance of a balanced focus on
education within startups. For a major German fund, a lack of prominence in educational
initiatives affected their decision not to invest, emphasizing the need for a broader scope beyond
niche products, where the only customers are frequent users (FSWE1). Therefore, what unites
these industries is the risk posed by customer misunderstandings, as in both cases, uneducated
customers might turn away from the product if they don't comprehend its utility.

Another failure reason that was identified during the interviews is prejudice, which
stands as a formidable threat to the success of startups across various industries. Investigating

the complexities of this issue exposes its extensive influence on all key stakeholders and, hence,
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has a significant impact on the trajectory of emerging businesses. It is considered common
knowledge that stakeholders play a pivotal role in the fate of startups. For example, investor
biases often shape investment decisions (SWST1; FST2). In sectors such as sexual wellness,
the stigma attached to the industry as "dirty business" hinders investor confidence, which nearly
led to the demise of a major German sex toy company in the early days, as the lead investor
decided that they did not want to be associated with sexual wellness products (SWST1).
Therefore, industries navigating societal taboos face heightened challenges (SWST2).

In the food industry, concerns were raised by stakeholders, such as major retailers, about similar
products simply being repackaged differently and sold under different brands. The lack of trust
in new products makes it difficult for startups to acquire access to food merchants and critical
shelf space to boost product awareness (FST2; FE2; FE1).

On another note, consumer mistrust can be equally detrimental. Many consumers also view
innovative products as mere rehashes of existing ones (FSWEL1). This is especially true in the
food business, where customers are not only confronted with a seemingly infinite number of
options but also harbor prejudice against entire product groupings if they have had negative
experiences in the past. According to S. Ostendorf, especially vegan products face this
difficulty because many consumers despised first-generation products they tested many years
ago and are consequently unlikely to try these alternatives again, if at all, not until many years
later (FE1).

In the sexual wellness realm, however, not only do societal taboos foster widespread mistrust
and disliking (primarily in highly conservative parties) but also fuel disrespect and harassment
directed at founders. Personal encounters, such as harassment at trade fairs or unwanted letters,
highlight the depth of societal bias (SWST3; SWST2). As a result, unchecked bias can lead to

the downfall of a firm, particularly if the founders are unaware of strategic product placement,
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which entails matching products with appropriate niches and eliminating misconceptions
through focused educational activities.

In further analysis of the interviews and deeper insight into the dynamic landscapes of
the food and sexual wellness industries, another notable pattern could be identified for startups:
a strong dependence on investors and/or networks. An observed trend among founders in
both industries is a deliberate avoidance of venture capital funding (FST1; FST4; SWST2).
What may seem contrary to the identified pattern is a strategic choice, which partly stems from
the hardships faced by founders who once heavily relied on VCs and subsequently witnessed
their businesses crumble in the wake of interest rate shifts. When profitability overtook quick
expansion as the major goal for investors, many startups failed, unable to achieve the severe
financial demands imposed by their venture capital backers (FE1; FST2; FST1). When asked,
part of the founding team of the nuts-startup considered the circumstances of unmet investor
expectations as one of the main reasons for their failure.

Navigating VC funding is a difficult game for businesses in both industries. The food business
is frequently confronted with the infamous "hockey stick" growth demands imposed by venture
capitalists (FE1), while in sexual wellness, exemplified by cases like Porzelina and SiClaro VC
involvement introduces clauses that might clash with a company's vision, shackling its organic
growth and strategic freedom (SWST3; SWST1). However, the choice to remain bootstrapped
often comes with the cost of reliance on networks and relationships: food startups align
themselves with major players and retailers, seeking vital connections for market access (FST2;
FST1; FST3), while in sexual wellness, collaborative ties with retailers are indispensable for
product endorsements and consumer trust (SWST1; SWST2). Contrary to established players,
like Amorelie in the sexual wellness market, who can offset challenges with their financial and

operational resources, startups lack this luxury. This was one of the key factors in SiClaro’s
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downfall, as the founders struggled to continue balancing operating the businesses and ensuring
financial resources for the company (SWST3).

Despite the food industry having better potential for successful exits than software ventures, it
faces challenges in attracting investments due to a lack of recognition in the investment
landscape (FE1; FE2; FST3). When establishing a business, informed investment decisions
become critical, but assessing an investor's moral compass and steadiness in the face of hardship
is just as critical. Failure to develop a well-thought strategy has two possible outcomes:
founders may choose bootstrapping, facing financial pressure and operational challenges (as
demonstrated in SiClaro's case), or investors may withdraw support owing to unmet
expectations (as seen in the special nuts startup's demise). As a result, a clear strategy becomes
the foundation of success.

Startup Startup failures in various industries often stem from a critical deficiency in
production and supply chain strategies. In the food industry, startups struggle with the
formidable upfront investment required for inventory (FST1; FSWE1). Contract manufacturers,
a convenient choice for startups, limit the opportunity to leverage economies of scale.
Therefore, the early stages of food manufacturing present a maze of challenges: configuring
products for industrial machinery, methodically examining expiration dates, and guaranteeing
seamless integration into the supply chain (FE1; FSWE2). Similarly, the sexual wellness market
faces its own set of manufacturing challenges. Finding suppliers who meet the desired standards
is a difficult undertaking (SWST2). The choice of materials presents further hurdles, exposing
manufacturing to price fluctuations and preventing economies of scale from being realized
(SWST2; SWST1) similar issue to rising material costs in the food industry, present in essential
commodities (FST2).

What unites these diverse industries is therefore the significant upfront investment required for

inventory and/or the purchase of the products and the imperative of designing resilient supply
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chains. Both face distinct yet interlinked challenges, whether it's configuring products to
industrial standards or contending with material price volatility. Complementary to the supply
chain strategy, the absence of a robust sales strategy and an oversight of high margins also often
serve as critical factors contributing to the failure of startups and have become clear in the
sexual wellness and food sectors.

Within the food industry, unlike the classic hockey stick business model that facilitates easy
scaling after initial development costs, food startups face an ongoing process of product checks
and improvements, necessitating constant production. This element also makes it difficult to
evaluate a product and customer reaction in the market since there is no easy MVP that can be
quickly altered, as adjustments and adaptations in the food production process are difficult
(FST2; FST1; FE1). The harsh reality further compounds with major food demanding high
margins up to a staggering 40 percent cut, which is why startups need to consider these
circumstances prior to pricing their product (FE2; FST4; FSWE?2). Without a precise sales
strategy, these startups struggle to reconcile costs and generate sustainable revenue. As L.
Kovalenko mentions, “The food industry is a competitive sector, and startups have to be
prepared to give up a large share of their margin in order to be listed,” and she continues that
“if you really want to go through the food trade, then you absolutely have to check your prices
and make sure that you can pass on 40% margin painlessly* (FST4). Additionally, it's often
overlooked that major players can engage in pricing competitions and leverage this, particularly
during market commoditization, which can be fatal for startups without large financial reserves
(FE2).

Similarly, margins in the sexual wellness sector can vary depending on the product and
placement. Positioning within retail spaces is essential as major merchants frequently use
aggressive pricing techniques, influencing the financial stability of products, as witnessed with

key players such as Amorelie and Eis.de (SWST3; SWST2). Principles are crucial in this
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setting, establishing how much one is willing to compromise without risking the enterprise's
viability. According to Zanolli, the founding team purposefully opted not to carry Satisfyers,
even though it is one of the most popular products in the sexual wellness market, because the
product did not correspond with SiClaro's aim of providing sustainable sex toys (SWST3).
Therefore, the industries share the difficulty of pricing dynamics and margins in their sales
strategies. Major players' aggressive pricing and the need to entertain high margins in a
competitive market make competitive pricing difficult for both industries. The sectors are
further united by the importance of strategic price decisions to maintain sustainable revenue
generation and brand sustainability.

Finally, brand awareness issues affect businesses across industries, from food to sexual
wellness. The obstacles and complexities of brand recognition are intertwined, emphasizing the
need to stand out in a competitive market. In the food industry's saturated landscape, businesses
must find a niche and generate attention (FE1). As noted, retail stores have countless goods,
making visibility even more challenging (FST2; FE2), as the special nuts startup's issue
exemplifies: the business failed to create a category suiting their product and acquire the
needed shelf space, limiting their visibility and potential customers (FST2). Investors, attuned
to this necessity, pointed out that they actively seek brands capable of setting themselves apart
from the competition (FE2; FSWET1). One investor provides a clear example: “If you look at
Pepsi and Coca-Cola, you could say that they are almost identical. But if you look at the
valuation, you can see that Coca-Cola is significantly more valued than Pepsi when it comes to
revenue multiples because it is the better brand. This means we always look for founders and
businesses that can build a cool brand and deliver a product that can differentiate itself” (FE2).
The sexual wellness sector, on the other hand, offers a contradiction in that, while it is relatively
easy to anticipate in the market due to low market saturation and accessibility, the industry itself

lacks innovation and creative potential on the product side (SWST3; SWST1; SWST2).
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Standing out becomes a challenge as products have remained identical over decades. However,
this space offers untapped opportunities, with startups holding the potential to capitalize on
their uniqueness, be it a mission or a distinctive brand identity (SWST1; SWST2). The food
industry, on the other hand, which is deeply rooted in emotional connections and familiarity,
holds an advantage, as the leverage in marketing opportunities is straightforward, given the
universal affinity people have toward food (FST3; FE2). The sexual wellness industry navigates
through stigma and is only slowly breaking barriers and reshaping its image from being labeled
as “dirty” to embracing a reinvented narrative (SWST1; SWST4).

Customer engagement, regardless of industry, remains a critical success factor, with failure to
generate consumer engagement usually leading to product irrelevance. As a result, developing

a brand and cultivating a community around it becomes critical (FST 3).

4.3  Setting the baseline for the Startup Failure Framework

The startup failure framework combines the research that has been done in two industries into
a generic cluster. The framework consists of eight dimensions, which are based on patterns,
that could be identified in the two industries of sexual wellness and food. Furthermore, for the
first step, each dimension is tied to either “Operational and Market Dynamics”, or “Social and
Relationship Dynamics”. While the previous work strongly refers to the industries the
discoveries were made in, the failure framework aims to provide a blueprint for manufacturing
startups in various industries, broadening the horizons of the research. In the following
paragraphs, the categorization of the dimensions will be explained, followed by the criteria to

evaluate which pattern a startup belongs to.
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4.3.1 Evaluation criteria for startups

In the preceding paragraph, eight cross-industry startup failure patterns in the sexual wellness
and food industries were identified, and including: Trends, Restrictions & Prohibitions,
Investor & Network Dependency, Customer Education, Prejudice, Production & Supply Chain
Strategies, Sales Strategy and Brand Awareness. To determine which of the patterns is most
applicable for a startup, each pattern can be assigned certain criteria, derived from the failure
reasons analyzed during the interview process, that need to be met to classify a startup and
eventually choose the right turnaround strategy. In Appendix 4, the authors have gathered four
criteria for each pattern, which can help a startup determine which pattern most likely affects
their business. The criteria are set up in the form of questions, which, in case a startup is failing
in this area, are answered with yes. It is possible that a startup faces more than one challenge
and therefore answers all questions across multiple patterns with "yes". However, ideally, it
becomes clear that some patterns are more fitting than others, in which case one can set

priorities on which turnaround strategy to focus on.

4.3.2 Dimensional Patterns and Dynamics of the Framework

While each of the mentioned patterns holds significance, they can be clustered into one of two
different categories. The first, “Operational and Market Dynamics," includes aspects that are
directly related to the execution of the business model, market response, and external business
conditions. Patterns in this category relate to immediate business processes and conditions. In
the author's opinion, the patterns Trends, Restrictions & Prohibitions, Production & Supply
Chain Strategies, and Sales refer to the categories Operational and Market Dynamics.

The operational side is covered by Production & Supply Chain Strategies and sales.
Inefficiencies in the supply chain and production lead to suboptimal resource allocation,

hindering scalability and impeding the ability to meet evolving market demands. Consequently,
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failure in these areas undermines the core operational backbone of the startup. Sales strategies
serve as the bridge between a startup's offerings and the market, as effective sales approaches
are highly important for market penetration, customer acquisition, and revenue generation.
Market Dynamics on the other hand, are covered by Trends and Restrictions & Prohibitions.
As discussed in the analysis of the interviews, start-ups that do not align themselves with the
prevailing trends risk losing their competitive edge, failing to meet customer expectations, and
gaining a smaller market share. Trends, therefore, directly influence market dynamics, shaping
consumer behavior and market conditions. Non-compliance with regulations and bans, or the
inability to effectively overcome barriers, restricts market access, prevents expansion
opportunities, and undermines consumer confidence. The combination of these patterns in the
given category underscores their interconnectedness and mutual influence on a startup's
performance. Understanding these interdependencies is paramount for startups and enables
them to develop adaptive strategies, fostering responsiveness to market shifts while optimizing
operational efficiencies, which will be further discussed in the following chapter about
turnaround strategies.

The second category, "Social and Relationship Dynamics" takes the relationships and social
capital of a company into account and the social challenges it may face. Therefore, the patterns
that are categorized here strongly relate to the perception and relationship of the company with
its customers and other stakeholders. The patterns of VC & Network Dependency, Prejudice,
Customer Education and Brand Awareness can be summarized in the category "Social and
Relationship Dynamics".

To begin, an overreliance on venture capital, and therefore a limited pool of funding sources,
connects financial aspects with social networks, shaping priorities and potentially narrowing
innovation scopes. A dependence on a founder’s and/or company’s network amplifies this,

highlighting the relationship-driven nature of resources and opportunities for startups to grow
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into stable businesses. Furthermore, prejudice within startup ecosystems showcases the social
barriers affecting access to opportunities. As mentioned above and highlighted in many
interviews, biases of any kind limit diverse perspectives crucial for innovation and the holistic
growth of a business.

On another note, Customer Education and Brand Awareness both foster social dynamics in
market perception. To further elaborate, educating consumers and building brand visibility are
social endeavors that influence how a startup is perceived and accepted within its market, and

failures in these patterns highlight the social difficulties in forming market relationships

Visualizing the information provided above, the baseline for the framework would translate to

the following outline:

Operational and Market Dynamics Social and Relationship Dynamics
Trends Investor & Network Dependency
Restrictions & Prohibitions Prejudice
Production & Supply Chain Customer Education
Sales Strategy Brand Awareness

Figure 1: The Base for the Failure Framework
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S Conclusion

This research attempts to explore failure reasons of startups in the sexual wellness and food
industry in Germany and develop turnaround strategies for different detected failure patterns.
In order to obtain the needed input, semi-structured expert interviews were utilized. Hereby,
the authors tried to find a profound answer to the two guiding questions:

1. Which key factors leading to the failure of manufacturing startups can be derived when
investigating and comparing the failure reasons of startups in the German food and
sexual wellness industries?

2. What turnaround strategies emerge for struggling startups, by investigating startups in

the food and sexual wellness industries in Germany?

Throughout this chapter, the results will be briefly summarized, the practical and theoretical
implications will be outlined, the findings will be critically evaluated, and the further outlook

of the research will be discussed.

5.1  Practical Implications

By evaluating the twelve interviews with founders and experts of both industries, eight patterns
were identified that revealed parallels between the industries, namely Trends, Restrictions &
Prohibitions, Investor & Network Dependency, Customer Education, Prejudice, Production &
Supply Chain, Sales Strategy and Brand Awareness. These were then compiled further, and
specific turnaround strategies were developed for them. To ensure that this theory can now be
applied in practice, this section is intended to build a bridge between theoretical research and
practical application for the German start-up scene.

To ensure that this goal is achieved, founders and stakeholders from the startup scene should
see the developed framework as a guiding tool. By using the framework to diagnose their

business, they can pinpoint their venture’s current problems and understand potential risks and
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weaknesses. This aids in making informed decisions about necessary corrective actions and
strategic changes. For example, a founder grappling with brand awareness issues can leverage
the framework to identify the root causes and adapt strategies to enhance their market visibility
and differentiation.

Secondly, this research serves as an educational resource for those new to the startup ecosystem.
It provides a comprehensive overview of common challenges and turnaround strategies,
particularly in the food and sexual wellness sectors, but can also be applied to various industries.
This knowledge is invaluable for newcomers to navigate the startup landscape effectively and
avoid common pitfalls.

Thirdly, the framework is beneficial for investor analysis, which is especially important for
startups since they are often dependent outside financial aid. Investors can use it to evaluate
potential investment opportunities by understanding common failure patterns and specific
industry challenges. This can inform their decision-making process and serve as a checklist
during due diligence. Additionally, the developed framework allows investors to pinpoint areas
for potential improvement and growth in a startup, thereby aiding in the development of a more
robust and effective investment strategy.

Finally, it is important to keep in mind that not only the various dimensions with their respective
turnaround strategies were identified, but they were also sorted by the “Degree of Difficulty ”
and their respective “Impact and Benefit”. This gives decision-makers in startups the great
advantage of tackling the right problems more quickly and in a more targeted manner, which is
particularly important at a time when a turnaround strategy is necessary.

From the author's perspective, the most significant contribution of this research is its pragmatic
approach to understanding startup failures and offering suitable and effective turnaround
strategies for them. The startup “Turnaround Framework" is a practical reflection of real-world

challenges and offers tangible solutions. Its versatility and adaptability to different industry
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contexts can be applied in the most difficult time of a start-up, namely the turnaround. The
authors can therefore highly recommend that current and future decision-makers at start-ups

familiarize themselves with the framework and use it for decision-making.

5.2 Theoretical Implications

The theoretical implications of this thesis are manifold, contributing significantly to the existing
body of knowledge on startup success and failure. It challenges and expands upon the traditional
models of business failure by introducing a cross-industrial perspective, highlighting the
universality of certain failure patterns across diverse sectors. This approach underscores the
importance of considering industry-specific nuances while acknowledging underlying
commonalities in startup challenges, thus bridging a gap in the current literature, which often
treats industries in isolation.

Secondly, the development of the “Startup Turnaround Framework” presents a novel theoretical
contribution. This framework not only categorizes failure reasons into operational and social
dynamics but also suggests a nuanced understanding of how these dimensions interact and
influence each other. This dual categorization enriches the discourse on business failure by
moving beyond simplistic cause-and-effect analyses and embracing a more complex interplay
of factors.

Moreover, the thesis enriches the entrepreneurial literature by emphasizing the role of market
trends and regulatory environments in startup success. It theoretically substantiates the
argument that startups’ ability to adapt to rapidly changing market conditions and navigate
through complex regulatory landscapes is as critical as internal management and operational
efficiencies. This insight contributes to a more dynamic understanding of business strategy,
where external adaptability is as crucial as internal robustness.

Lastly, the thesis potentially opens new avenues for research in strategic management and

entrepreneurship, particularly in the realm of turnaround strategies. By providing a structured
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approach to diagnose and address startup failures, it lays the groundwork for future empirical
studies that can test and refine these strategies, thereby enhancing the practical applicability of

theoretical models in real-world settings.

5.3 Critical Evaluation

This research paper includes a critical evaluation to ensure a full and unbiased assessment of
this research. Several significant criticisms have surfaced during the research process, which
will be further elaborated in the following paragraphs:

Firstly, the extensive literature on startup failures must be acknowledged. The startup
environment is complicated and multifaceted, as seen by this amount of research. This increases
the odds that relevant works were unintentionally overlooked during the research process,
affecting the study's comprehensiveness. To avoid overlooking valuable insights, extensive
literature reviews and systematic searches were conducted.

Another issue is the limited number of interview partners. The group provides valuable insights
on a small number of companies but may not represent all startup ecosystem perspectives. To
address these challenges, experts from diverse backgrounds were carefully selected to ensure a
diversified study perspective. However, due to geographical distances, the virtual nature of the
interviews posed challenges in assessing emotional reactions, which may be useful in the
evaluation of statements. In-person conversations frequently provide useful information
regarding interviewees' emotional states and nonverbal communication.

Acknowledging that each of the research fields explored in chapters 4 and 5 could individually
form the basis of separate scientific papers highlights the depth and complexity of these
subjects. Therefore, the results had to be strongly consolidated to meet the formatting
requirements. However, by choosing a structured approach to analyze and interpret the
interview findings, the writers made certain that the most important key findings were

highlighted in the research, as can also be seen in Appendix 3.
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Finally, the startup world's dynamic character, particularly rapid changes within individual
industries, emphasizes the importance of continuing research and adaptation. Startups operate
in highly dynamic contexts with rapidly changing market conditions, technologies, and
consumer tastes. Continuous monitoring of industry trends, shifts in competitive landscapes,
and emerging opportunities and threats is required to maintain the relevance and accuracy of
research conclusions. Future investigations can provide a more comprehensive understanding
of the numerous dynamics and factors driving startup success or failure by addressing these

constraints and considering more information.

54 Outlook for future research

Future research projects on startup failures and turnaround strategies will require a more
diversified strategy to improve comprehensiveness and depth. To begin, increasing interview
cohorts within the same industries is essential for gaining a more comprehensive picture of the
developmental stages and obstacles that entrepreneurs face. Categorizing startups based on their
investment phases (e.g., Seed, Series A) allows for a more in-depth examination of their
evolution, providing vital insights about success drivers and failure factors at different points
in time.

Following this deeper investigation, diversification into industries other than food and sexual
wellness would enhance the research environment and lend the possibility to generalize the
framework even further by connecting, identifying, and reevaluating existing and additional
patterns across other industries. This investigation would include longitudinal studies that
would monitor startups over time to assess the efficacy of methods and determine whether these
techniques produce the intended results. Long-term collaborations with eager companies would
reveal critical decisions, strategy shifts, and the long-term effects of significant elements,
revealing invaluable insights into their path. While this study forms the basis, further

specialized research is required, diving deeper into specific aspects of each discipline to
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uncover new layers. Engaging a greater range of specialists with varied perspectives, both
opposing and supportive, will strengthen the representativeness of the conclusions, and
extending the scope to incorporate a broader range of perspectives promises a more complete

picture of the complex startup environment.

41



IIT Literature

Acs, Zoltan and Laszlo Szerb. 2007. “Entrepreneurship, Economic Growth and Public

Policy.” Small Bus Econ 28, 109-122. https://doi.org/10.1007/s11187-006-9012-3

Adams, William. 2015. “Conducting Semi-Structured Interviews.” In Handbook of Practical
Program Evaluation, 492-505. Hoboken, NJ, USA: John Wiley & Sons, Inc.
https://doi.org/10.1002/9781119171386.ch19.

Akter, Beauty and Md. Asif Igbal. 2020. “Failure Factors of Platform Start-Ups: A Systematic
Literature Review.” Nordic Journal of Media Management1 (3): 433-59.

https://doi.org/10.5278/nimm.2597-0445.6090.

Arogyaswamy, Kamala, Vincent L. Barker Ilii, and Masoud Yasai-Ardekani. 1995. “Firm
Turnarounds: An Integrative Two-Stage Model.” Journal of Management Studies, 493—
525. https://onlinelibrary.wiley.com/doi/10.1111/j.1467-6486.1995.tb00786.x.

Bibeault, Donald B. 1998. “Corporate Turnaround: How Managers Turn Losers Into Winners!”
Beard Books. 81-88.

Bogdan. 2022. »Wie viele Startups scheitern.* Griinderpilot.
https://www.gruenderpilot.com/wie-viele-startups-scheitern/

Bonaccorsi, Andrea. 2011. “European competitiveness in information technology and long-
term scientific performance.” Science and Public Policy, 38(7), 521-540.

Bormans, Privitera, Bogen, and Cooney. 2020. “European startup monitor 2019/ 20.” In
European Startup Monitor.

Business Market Insights. 2023. “Europe Sex Toys Market to 2028 - By Size, Share, Growth
by End User and Forecast.” Business Market Insights,
Https://Www.Businessmarketinsights.Com/,

https://www.businessmarketinsights.com/reports/europe-sex-toys-market.

56


https://doi.org/10.1007/s11187-006-9012-3
https://doi.org/10.5278/njmm.2597-0445.6090
https://www.businessmarketinsights.com/reports/europe-sex-toys-market

Cantamessa, Marco, Valentina Gatteschi, Guido Perboli, and Mariangela Rosano. 2018
“Startups’ Roads to Failure.” Sustainability 2346, no. 7.

https://doi.org/10.3390/sul0072346.

Chanin, Rafael, Afonso Sales, Leandro Pompermaier, and Rafael Prikladnicki. 2018.
“Challenge Based Startup Learning: A Framework to Teach Software Startup.”
Conference: The 23rd Annual ACM Conference.

https://doi.org/10.1145/3197091.3197122.

Connolly, Kate. 2001. “Beate Uhse.” The Guardian.
https://www.theguardian.com/news/2001/jul/20/guardianobituaries.kateconnolly.

Crowne, M. 2002. Why software product startups fail and what to do about it. Evolution of
software product development in startup companies. IEEE International Engineering
Management Conference, Cambridge, UK, pp- 338-343 vol.1,
doi:10.1109/IEMC.2002.1038454.

Deiters, Jivka and Esther Maren HeuB3. 2014. ,,Factors influencing the performance of German
food SME formal networks.” International Journal on Food System Dynamics, 5(2),

98-109. https://doi.org/10.18461/ijfsd.v512.524

DeSantola, Alicia. 2022. “Tom Eisenmann. Why Startups Fail: A New Roadmap for
Entrepreneurial Success.” Administrative Science Quarterly, 67(2), NP18-NP20.

https://doi.org/10.1177/00018392211070089

Dubg¢, S., M. Santaguida, D. Anctil, C.Y. Zhu, L. Thomasse, L. Giaccari, R. Oassey, D. Vachon,
and A. Johnson. 2022. “Perceived Stigma and Erotic Technology: From Sex Toys to
Erobots.” Psychology & Sexuality.
https://doi.org/https://doi.org/10.1080/19419899.2022.2067783.

Eisenmann, Tom. 2021. “Why Start-Ups Fail.” Harvard Business Review, September 17, 2021.

https://hbr.org/2021/05/why-start-ups-fail.

43


https://doi.org/10.3390/su10072346
https://doi.org/10.1145/3197091.3197122
https://doi.org/10.18461/ijfsd.v5i2.524
https://doi.org/10.1177/00018392211070089
https://hbr.org/2021/05/why-start-ups-fail

Endres, Cornelia. 2018. ,Empirische Forschung ~ Leitfaden fiir Bachelorarbeit &
Masterarbeit.* https://www.bachelorprint.de/forschung/empirische-forschung/

Federal ministry of food and agriculture, and Cem Ozdemir. 2023. “Deutschland, wie es isst -
der BMEL-Erndhrungsreport 2023.¢

https://www.bmel.de/DE/themen/ernachrung/ernachrungsreport2023.html

Forbes Expert Panel. 2022. “Want To Be Seen As An Industry Expert? Try These 15
Strategies.” Forbes.
https://www.forbes.com/sites/forbesbusinesscouncil/2022/05/27/want-to-be-seen-as-
an-industry-expert-try-these-15-strategies/?sh=788559945d12.

German startup association and Robert Habeck. 2023. “Deutsche Startup Monitor 2023 - Eine
neue Zeit.“ Startup Verband. https://startupverband.de/research/deutscher-startup-
monitor/

Giardino, Carmine, Xiaofeng Wang, and Pekka Abrahamsson. 2014. “Why Early-Stage
Software Startups Fail: A Behavioral Framework.” Lecture Notes in Business

Information Processing 182. https://doi.org/10.1007/978-3-319-08738-2 3.

Gielnik, Michael, Matthias Spitzmiiller, Antje Schmitt, Katharina Klemann, and Michael Fres¢.
2015. “I Put in Effort, Therefore I Am Passionate: Investigating the Path from Effort to
Passion in Entrepreneurship.” Academy of Management Journal 58, no. 4: 1012-31.
https://doi.org/10.5465/am;.2011.0727.

Gilde, Jannis, Alexander Hirschfeld, Vanusch Walk, Arnas Brautigam, and Felix Engelmann.
2023. “Next Generation Startup-Neugriindungen in Deutschland.”

https://startupverband.de/fileadmin/startupverband/mediaarchiv/research/Next_Genera

tion Report/Next Generation_Startup-

Neugruendungen in_Deutschland 2022.pdf?utm_source=Bundesverband+Deutsche+

44


https://www.bmel.de/DE/themen/ernaehrung/ernaehrungsreport2023.html
https://doi.org/10.1007/978-3-319-08738-2_3
https://startupverband.de/fileadmin/startupverband/mediaarchiv/research/Next_Generation_Report/Next_Generation_Startup-Neugruendungen_in_Deutschland_2022.pdf?utm_source=Bundesverband+Deutsche+Startups+e.V.&utm_medium=email&utm_campaign=10-01-2023+PM+Next+Generation+Report&utm_content=Mailing_14365636
https://startupverband.de/fileadmin/startupverband/mediaarchiv/research/Next_Generation_Report/Next_Generation_Startup-Neugruendungen_in_Deutschland_2022.pdf?utm_source=Bundesverband+Deutsche+Startups+e.V.&utm_medium=email&utm_campaign=10-01-2023+PM+Next+Generation+Report&utm_content=Mailing_14365636
https://startupverband.de/fileadmin/startupverband/mediaarchiv/research/Next_Generation_Report/Next_Generation_Startup-Neugruendungen_in_Deutschland_2022.pdf?utm_source=Bundesverband+Deutsche+Startups+e.V.&utm_medium=email&utm_campaign=10-01-2023+PM+Next+Generation+Report&utm_content=Mailing_14365636

Startups+e.V.&utm_medium=email&utm_ campaign=10-01-

2023+PM+Next+Generation+Report&utm_content=Mailing_14365636.

Gode, Solveig. 2020. “Amorelie, Eis.de Und Co.: Sextoy-Onlineshops Boomen in Der
Coronakrise.” Business Insider.
https://www.businessinsider.de/wirtschaft/handel/sextoy-onlineshops-wie-amorelie-
eis-boomen-in-coronakrise/.

Gollnhofer, Johanna and Kushagra Bhatnagar. 2021. Investigating Category Dynamics: an
archival study of the German food market. Organization Studies, 42(2), 245-268.
https://doi.org/10.1177/0170840620980245

Google Books NGRAM Viewer — Google Product. 2023. https://books.google.com/ngrams/
graph?content=startup%?2Cstartup%2Cventure+capital%2Centrepreneur&year start=1
930 &year end=2019&corpus=en-2019&smoothing=3

Hiising, Alexander. 2015. “Sexy Start-Ups: Mehr Als 6 Richtig Heile Unternehmen -

Deutsche-Startups.De.” deutsche-startups.de. https://www.deutsche-

startups.de/2015/12/09/sexy-startups-heisse-startups/.

Hiising, Alexander. 2020. “Die GroBe Und Schwierige Welt Der Erotischen Startups -

Deutsche-Startups.De.” deutsche-startups.de. https://www.deutsche-

startups.de/2020/08/21/sexy-startups/.

Kalyanasundaram, Ganesaraman. 2018. “Why Do Startups Fail? A Case Study Based Empirical
Analysis in  Bangalore.” Asian Journal of Innovation and Policy.
https://doi.org/10.7545/ajip.2018.7.1.079.

Kollmann, Theodor and Uni Duisburg-Essen. 2022. “Verteilung von Startups nach Branchen
2022 | Statista.* Statista.

https://de.statista.com/statistik/daten/studie/586325/umfrage/verteilung-von-startups-

in-deutschland-nach-branchen/

45


https://startupverband.de/fileadmin/startupverband/mediaarchiv/research/Next_Generation_Report/Next_Generation_Startup-Neugruendungen_in_Deutschland_2022.pdf?utm_source=Bundesverband+Deutsche+Startups+e.V.&utm_medium=email&utm_campaign=10-01-2023+PM+Next+Generation+Report&utm_content=Mailing_14365636
https://startupverband.de/fileadmin/startupverband/mediaarchiv/research/Next_Generation_Report/Next_Generation_Startup-Neugruendungen_in_Deutschland_2022.pdf?utm_source=Bundesverband+Deutsche+Startups+e.V.&utm_medium=email&utm_campaign=10-01-2023+PM+Next+Generation+Report&utm_content=Mailing_14365636
https://www.deutsche-startups.de/2015/12/09/sexy-startups-heisse-startups/
https://www.deutsche-startups.de/2015/12/09/sexy-startups-heisse-startups/
https://www.deutsche-startups.de/2020/08/21/sexy-startups/
https://www.deutsche-startups.de/2020/08/21/sexy-startups/
https://de.statista.com/statistik/daten/studie/586325/umfrage/verteilung-von-startups-in-deutschland-nach-branchen/
https://de.statista.com/statistik/daten/studie/586325/umfrage/verteilung-von-startups-in-deutschland-nach-branchen/

KPMG. 2023. “Venture Pulse Q2 2023.” https://kpmg.com/de/en/home/media/press-

releases/2023/07/drastic-decline-inworldwide-risk-capital-investment.html.

Kotsch, Christoph. 2017. “Which Factors Determine the Success or Failure of Startup
Companies? A Startup Ecosystem Analysis of Hungary, Germany and the US.”
Lambertz, Stephanie and Robert Schulte. 2013. ”Consolidation period in new ventures: how

long does it take to establish a start-up?” International Journal of Entrepreneurial

Venturing, 5(4), 369. https://doi.org/10.1504/ijev.2013.058167

Lamnek, Siegfried. 2005. ,,Qualitative Sozialforschung. Miinchen.”“ 180-186. Psychologie
Verlags Union
Lavender, Chirs, Moore, and Luis Hull. 2023. “Global analysis of venture funding.” Venture

Pulse. https://kpmg.com/kpmg-us/content/dam/kpmg/pdf/2023/venture-pulse-q3.pdf

Lindseth, Anders, and Astrid Norberg. 2004. “A Phenomenological Hermeneutical Method for
Researching Lived Experience.” Scandinavian Journal of Caring Sciences.
https://doi.org/https://doi.org/10.1111/1.1471-6712.2004.00258 ..

Luchko, Maron, Szmitka, and Robert Dmuchowski. 2019. “Start-up as an innovative economic
enti-ty.” Galic'kij Ekonomi¢nij Visnik, 60(5), 16-26.

https://doi.org/10.33108/galicianvisnyk tntu2019.05.016

Ludwig, Kathrin, Adriano Profeta, Alexander Mairdian, Clemens Hollah, Maud
Schmiedeknecht, and Volker Heinz. 2022. , Transforming the German food System:
How  to Make Start-Ups Great!” Sustainability, 14(4), 2363.
https://doi.org/10.3390/su14042363

Lueg, Philipp. 2022. “The last bastion of stationary trade is falling - the evolution of the e-food
market in germany.” Contemporary Economy, 13(1-37).

https://doi.org/10.26881/wg.2022.1.01

46


https://kpmg.com/de/en/home/media/press-releases/2023/07/drastic-decline-inworldwide-risk-capital-investment.html
https://kpmg.com/de/en/home/media/press-releases/2023/07/drastic-decline-inworldwide-risk-capital-investment.html
https://doi.org/10.1504/ijev.2013.058167
https://kpmg.com/kpmg-us/content/dam/kpmg/pdf/2023/venture-pulse-q3.pdf
https://doi.org/10.33108/galicianvisnyk_tntu2019.05.016

Malpani, Rashi and Anupam Ghosh. 2023. “Corporate Social Responsibility Practices: A
Strategy for Indian Startups to Sustain.” Business Perspectives and Research, 11(2),

246-268. https://doi.org/10.1177/22785337211070357

Manimala, Mathew and Sunita Panicker. 2011. “Successful Turnarounds: The Role of
Appropriate  Entrepreneurial ~ Strategies.” Social Science Research Network.
https://doi.org/10.2139/sstn.2121111.

Marston, Jennifer. 2022. “Data snapshot: Germany topped European agrifood investment in
2021 while UK was more diverse.” AgFunderNews.

https://agfundernews.com/germany-topped-agrifood-investment-202 1 -the-uk-claimed-

more-diverse
Mayring, Philipp. 2002. “Einfiihrung in Die Qualitative Sozialforschung.* 5th ed. Beltz Verlag.
109-112.
Milz, Aniko. 2019. “Sex Sells — Aber Bitte Nicht Zu Freiziigig.” OnlineMarketing.de.
https://onlinemarketing.de/social-media-marketing/sex-sells-nicht-zu-freizuegig.
Nazari, Farzad, Seyedeh Taghavi, Esmail Valizadeh, Mehrdad Soleymani, Danial Farahani, and
Raana Bagheri. 2022. “An Investigation on the Impact of Business Intelligence over the
Performance of Startup Companies according to Innovation and Knowledge
Management as Mediators.” Mathematical Problems in Engineering, 1-12.
https://doi.org/10.1155/2022/3834696

Pisoni, Alessia, Emanuele Aversa, and Alberto Onetti. 2020. “The Role of Failure in the
Entrepreneurial Process: A Systematic Literature Review.” International Journal of

Business and Management. 53-67. https://doi.org/10.5539/ijbm.v16n1p53.

Pretorius, Marius. 2009. “Defining Business Decline, Failure and Turnaround: A Content

Analysis.” Pretorius | The Southern African Journal of Entrepreneurship and Small

47


https://doi.org/10.1177/22785337211070357
https://agfundernews.com/germany-topped-agrifood-investment-2021-the-uk-claimed-more-diverse
https://agfundernews.com/germany-topped-agrifood-investment-2021-the-uk-claimed-more-diverse
https://doi.org/10.5539/ijbm.v16n1p53

Business Management. 10-11.

https://sajesbm.co.za/index.php/sajesbm/article/view/15/18.

Pride, Jamie. 2018. “Unicorn Tears : Why Startups Fail and How To Avoid it.” Milton Qld:

Wiley. 11-20 https://research.ebsco.com/linkprocessor/plink?id=49263acd-b274-3257-

bbd9-864ab4291a41.

Pugliese, Roberto, Guido Bortoluzzi, and Marco Balzano. 2021. “What drives the growth of
start-up firms? A tool for mapping the state-of-the-art of the empirical literature.”
European Journal of  Innovation Management, 25(6), 242-272.
https://doi.org/10.1108/ejim-03-2021-0163

Priiver, and Ernst and Young. 2023. ,Risikokapitalsumme fiir Startups nahezu halbiert:

Deutsche Jungunternehmen sammeln 3,1 Milliarden Euro ein.“ EY Startup-Barometer

Januar 2023. https://www.ey.com/de_de/news/2023/07/ey-startup-barometer-juli-2023
Quora. 2018. “When Is A Startup No Longer A  Startup?” Forbes.

https://www.forbes.com/sites/quora/2018/04/24/when-is-a-startup-no-longer-a-

startup/?sh=13686¢974147

Riitzler and Reiter. 2023. “Food Report 2024.* Zukunftsinstitut. 24-28.

Team of Deutsche Startups. 2017. “Die wichtigsten Griinde, warum Startups scheitern -
deutsche-startups.de.* deutsche-startups.de. https://www.deutsche-
startups.de/2017/10/25/die-wichtigsten-gruende-warum-startups-scheitern/

Sammut-Bonnici, Tanya, John McGee, and Duncan Angwin. 2015. “Turnaround Strategy.” In
Wiley Encyclopedia of Management Vol 12 Strategic Management, Vol. 12.

https://doi.org/10.1002/9781118785317.weom120049.

Savin, Ivan, Kristina Chukavina, and Andrey Pushkarev. 2022. “Topic-Based Classification
and Identification of Global Trends for Startup Companies.” Small Business

Economics. https://doi.org/10.1007/s11187-022-00609-6.

48


https://sajesbm.co.za/index.php/sajesbm/article/view/15/18
https://research.ebsco.com/linkprocessor/plink?id=49263acd-b274-3257-bbd9-864ab4291a41
https://research.ebsco.com/linkprocessor/plink?id=49263acd-b274-3257-bbd9-864ab4291a41
https://www.ey.com/de_de/news/2023/07/ey-startup-barometer-juli-2023
https://www.forbes.com/sites/quora/2018/04/24/when-is-a-startup-no-longer-a-startup/?sh=13686c974f47
https://www.forbes.com/sites/quora/2018/04/24/when-is-a-startup-no-longer-a-startup/?sh=13686c974f47
https://doi.org/10.1002/9781118785317.weom120049

Saxenian, AnnalLee. 1996. “Beyond boundaries: Open labor markets and learning in Silicon
Valley.” The boundaryless career: A new employment principle for a new
organizational era, 23-39. https://doi.org/10.1093/0s0/9780195100143.003.0002

Schoenberger, Erica. 1986. “Competition, competitive strategy, and industrial change: the case
of electronic components.” Economic Geography, 62(4), 321.

https://doi.org/10.2307/143828

Sigusch, Volkmar. 2008. “Geschichte Der Sexualwissenschaft.” Campus Verlag. 81-120.

Spherical Insights. 2022. “Europe Sex Toys Market Size, Trend, Analysis, Forecast 2030.”
Spherical Insights. https://www.sphericalinsights.com/reports/europe-sex-toys-market.

Stardust, Zarah, Kath Albury, and Jenny Kennedy. 2023. ,,Sex tech entrepreneurs: Governing
intimate  data in start-up culture.” New Media &  Society, 0(0).

https://doi.org/10.1177/14614448231164408

Startuplnsider. 2023. “Sex & Initimitit: Alle Startups, News & Mehr | Startup Insider.”
https://www.startup-insider.com/tag/sex-initimitaet.
Statista. 2023. “Food - Germany | Statista market forecast.”

https://www.statista.com/outlook/cmo/food/germany

Straits Research. 2023. “Sexual Wellness Market Size, Share & Analysis 2031.”
https://straitsresearch.com/report/sexual-wellness-market.

Schwemmer, Martin. 2021. “Start-ups schielen auf Food-Lieferdienste.” Lebensmittel-Zeitung.

https://doi.org/10.51202/0947-7527-2021-16-040

The German food sector. 2023. https://www.lebensmittelverband.de/en/food/industry-sector

Vandermause, Roxanne, and Susan Fleming. 2011. “Philosophical Hermeneutic Interviewing.”
International Journal of Qualitative Methods. 367-377.
Van Stel, Andre, Andrew Burke, Jose Millan, and Conrad Roman. 2013. “Start-Up Size

Strategy and Risk Management: Impact on new venture performance.” RePEc:

49


https://doi.org/10.1177/14614448231164408
https://www.statista.com/outlook/cmo/food/germany
https://www.lebensmittelverband.de/en/food/industry-sector

Research Papers in Economics.

https://econpapers.repec.org/paper/eimpapers/h201207.htm

VeFund. 2023. “Diamond and Square Framework: Assessing Startups and Understanding
Startup Failure - Vefund.” Vefund. https://www.vefund.io/en/diamond-and-square-
framework-assessing-startups-and-understanding-startup-failure/.

Wang, Xiaofeng, Henry Edison, Sohaib Bajwa, Carmine Giardino, Pekky Abrahamsson. 2016.
“Key Challenges in Software Startups Across Life Cycle Stages. In Agile Processes, in
Software Engineering, and Extreme Programming.” XP 2016. Lecture Notes in
Business Information Processing, vol 251. ). Springer International Publishing. (169-
182) https://doi.org/10.1007/978-3-319-33515-5 14

Zion Market Research. 2023. “Sexual Wellness Market Size, Share, Industry Trends and
Forecast 2030.” Zion Market Research.

https://www.zionmarketresearch.com/report/sexual-wellness-market.

Western Sydney University. 2019. “Literature Reviews.”
https://www.westernsydney.edu.au/ _data/assets/pdf file/0004/1631461/Literature re
views.pdf.

Wu, Wei-Wen. 2010. “Beyond Business Failure Prediction.” Expert Systems with Applications

2371-2376, no. 3 https://doi.org/10.1016/j.eswa.2009.07.056.

World Health Organization. 2019. “Sexual Health,” https://www.who.int/health-topics/sexual-

health#:~:text=According%20t0%20the%20current%20working.of%20disease%2C%

20dysfunction%200r%20infirmity.

50


https://econpapers.repec.org/paper/eimpapers/h201207.htm
https://www.zionmarketresearch.com/report/sexual-wellness-market
https://doi.org/10.1016/j.eswa.2009.07.056
https://www.who.int/health-topics/sexual-health#:~:text=According%20to%20the%20current%20working,of%20disease%2C%20dysfunction%20or%20infirmity
https://www.who.int/health-topics/sexual-health#:~:text=According%20to%20the%20current%20working,of%20disease%2C%20dysfunction%20or%20infirmity
https://www.who.int/health-topics/sexual-health#:~:text=According%20to%20the%20current%20working,of%20disease%2C%20dysfunction%20or%20infirmity

v

Appendix

Appendix 1: Interviewee List

Interviewee

Position of Interviewee

Industry

Status

FST1

Founder of House of Buns producer of
various baked goods, previous experience
in other food startups

Food

Struggeling

FST2

Founding team of a startup producing food
out special nuts

Food

Failed

FST3

Co-founder of Wholey, a producer of
cereal and different bowls

Food

Successful

FST4

Founder of the startup Dr. Kimchi, a
producer of fermented vegetables with live
bacteria for your gut health

Food

Successful

FE1

Leader of the startup Accelerator “Food
Harbour”

Food

FE2

Investment manager at a German venture
capital fund, with a focus on the food
industry

Food

FSWEI1

Principal at venture capital fund with a
focus on health and food

Food and
Sexual
Wellness

/

FSWE2

Angel Investor in both food and sexual
wellness startups

Food and
Sexual
Wellness

/

SWST1

Product Manager at major German sex-toy
company

Sexual
Wellness

Successful

SWST2

Founder of Porzelina, a sex-toy startup
made of porcelain

Sexual
Wellness

Successful

SWST3

Co-Founder of SiClaro, an online store for
sustainable sex toys, lubricants, menstrual
products and contraception

Sexual
Wellness

Failed

SWST4

Co-Founder of a startup focusing on
sexual wellbeing which merged with a big
German producer of sextoys

Sexual
Wellness

Turnaround
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Appendix 2: Interview Guide

Category

Criteria

General
Questions
and

relevance of
the interview

L.

We know that you worked for startups in the food/ sexual wellness industry. Can
you briefly describe your career path and the companies you were working for? It
would be great if you could also describe the stage of development of the

companies, the connection to the industry and your tasks and responsibilities.

partner
2. What personal experiences or lessons have you learnt specifically about the
industry during your professional career?
Current 3. What current developments and trends do you see in your industry?
industry
developments 4. What factors are driving changes in your industry?
5. How do these affect startups and their business model?
Failure 6. What are the biggest challenges in your industry?
Reasons
in the 7. Which industry-specific reasons do you think most often lead to the failure of start-
l')
industry: B
8. What advice or strategies would you give to companies in your industry to be
successful?
9. Coming back to your time at startup XXX, what risks of failure do you see there?
What are/ were your biggest challenges?
a. In general
b. Industry specific
10. Are these different from your previous stations?
11. Do you feel you have to fight against prejudice because you work in your industry?
Turnaround 12. Let's assume that your start-up is on the verge of failure. What turnaround options
strategies iIn are there?
the industry:
13. Are they different from those in other industries?
14. What role do investors and the big players in the industry play in relation to

turnaround and pivot decisions?
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15. (Just for investors) What is you role during a turnaround?

16. What steps would you take to keep the company successful in the long term?

Prejudice

17. Are there evident disparities in access to resources based on biases?

18. Do the founders or employees encounter instances of discriminatory behavior

affecting partnerships or funding prospects?

19. Is there a distrust in the product due to the nature of the market?

20. Is the startup lacking a targeting strategy that considers aligning the product to a

customer group that can be considered free of biases?

Closing

21. Are there any industry-specific aspects that we have not yet discussed?

22. Is there anything else you can advise us to focus on or something we should pay

attention to?

Appendix 3: Interview Analysis (Consolidated Insights)

Generic Failure Reasons — Founders Attitude, Education & Fit and Lack of Vision & Commitment

Sub-topics
Attitude

Education & Fit

Lack of Vision &
Commitment

Statement

“For me it was very helpful, to take off my rose-colored glasses. I noticed, that if I got negative feedback, and you
have your rose-colored glasses on and the “this startup is my baby”-thought, that I felt personally offended. I
believe it is much easier if you pursue things objectively, because then it is easier, to reiterate things that might not
work that well, without feeling heartache.”

“Yes, I think this co-founder issue is difficult for every start-up, especially if you bring someone in later and the
attitude is not right.”

“For both Industries you need experts in your team, that know the market. Both aren’t markets where you should
have a sole management background team [...]. For Sexual Wellness, I would like to see a doctor, psychologist or
something like that in the team. They don’t need to be founders but part of the initial team. [...] For the food
industry, it depends on how revolutionary the topic is. For Biotech-Topics, we need someone with a scientific
background.*

“Not the right team is a common point so this co-founder thing is a huge, huge issue.”

“There are some founders who are not fully aware of how expensive production is and how exactly unity
economics and economics of scale work.”

“As a founder, you just have your bubble, you have this naivety, you love your company and you naturally think
that everyone else will love us too.”

“Very few founders have experience on the side (fund raising), [...] because fund raising is a completely different
skill that you can't do on the go.*

“In the beginning the founders saw a great idea and thought: We can build an easy value chain, without too much
effort, like 2 days a week and then we hire a CEO to execute. However, this plan did not work out. [...] If you ask
me, this was because the founders did not communicate honestly with each other and were not aligned and too
many people tried to pull too many strings. [...] There was no clear strategy that the founders could agree on and
follow.”

“If you don’t have a clear goal in mind and a vision, it is hard to build up the needed focus.”

“If you want to change the market, you need yearlong commitment. [...] For us it was diversity, sustainability and
diversity, that were extremely important to us and where we said we wouldn’t do it without it — we don't like the
market enough [to just simply be in it]. You need to be aware of this from the start, that this is a lot of work.”
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Generic Failure Reasons — Market Challenges and Product Market Fit

Sub-topics
Market Challenges

Product Market Fit

Statement

“If there is one thing I would need to point out as a failure reason, it would be the interest rate turnaround. Because
if money doesn’t cost anything, only growth counts. [...]. But if money start costing money again, you move away
from growth the path to profitability is what counts.”

“There is a higher and more concentrated and consolidated income economy. Big players like Nestle, Unilever and
so keep expanding their market power. And even they are very active in new customer segments like sugar free or
vegan products.”

“The influence of commodity prices is considerable.”
“Especially in the food industry you have very price-sensitive customers.”

“If you want to sell to food retailers, you get clustered into categories. This determines for example price and price
positioning. However, if you have a product that is so special and doesn 't fit into the given categories, you basically
need a new market for your new product.”

“They do it from the heart, yes, and that's super nice, but when you make a concept like this, you need a product
market fit”

“Product market fit, highest risk”

“One point starts at the very beginning. That is how do I calculate my market and how do I calculate the potential
for my market? Often, there is not a lot of data that are openly accessible. You can buy expensive data banks, but
only few founders can afford this. This leads to the founders judging from their own needs [...], not knowing how
big their target group actually is.*

“The business model or the product was not yet mature enough, attempts were made to scale too early without
really knowing in depth, I already have a product that has a high repurchase rate.”

“Because if you look at the startups, you have a high level of credibility if there is already a Vogue and InStyle on
the site [if not available]. So brand building is extremely important to be able to sell a good product and that has of
course become much more difficult to achieve in recent years because there are so many more channels.”

“Because I think that's a very important point, especially in the food sector, you need these secondary buyers, and
you really need to.”
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Trends across Industries
Industry
Food Industry

Sexual Wellness Industry

Statement

“The first trend was actually meat alternatives and it's also exciting to see how this product has developed into a
commodity in recent years.*

“I believe that the next generation in particular - our generation, Gen-Z, millennials - have a significantly higher
appreciation of good food than previous generations.*

“After corona, consumers have become much more aware of health issues and that means, on the one hand, eating a
little more consciously, looking at labels a little more consciously in terms of sustainability.”

“I think there is a great deal of interest in food start-ups, even for those who are less tech-savvy, so consumers
simply like to see colourful packaging, playful designs, something that makes a change from what we normally
have.“

“One of the big trends is the awareness for health, and maybe you could count veganism under this segment.”

”We saw a few studies and what I growing right now is the price category four, which is the cheapest category at
discounters.”

“The shift away from premium to discount is a trend”

“The biggest concern is certainly the trend towards private labels in retail. And then there is simply inflation, the
recession and the fact that people are less willing to pay for food.*

“And the days of being very listing-friendly towards small start-ups are also a bit over; you have to be well
positioned and very professional before you can even enter the market.”

“Co-creation is a huge trend, where influencers and stars conceptualize products with companies together.”

“I think many of the classic VCs have lost a bit of faith in the exorbitant multiples, which of course makes it difficult
to raise as a company in this area.”

“The big D2C hype is so far gone that you could really escalate so quickly.“

“The second big thing is sustainability. People are more aware of what is inside a product, what is the list of

ingredients and the benefit for the body. [...] This also means for example local resources, short ways of transport
and things like that.”

“Our whole idea for [our company], was the thought of where we could find sustainable food [...] and in terms of
value chain, how can we source locally, to keep things like Co2 emissions in mind.”

“It is more about finding a replacement for a product, because it may be harmful to environment or for example
animals.”

”In any case, consumer goods are having a difficult time right now, especially in the premium segment and also to a
certain extent, even if sustainability is a big topic, especially if you play on sustainability and also focus on organic,
you have most of the point that of course higher-priced goods are and everything that is higher-priced is having a
hard time on the market right now.*

“A lot of money has flowed into it [tech food startups] and most of the products are not yet approved, especially the
high-tech variants.*

“There is a shift away from only consumer-based businesses towards, to more scientific and biotechnological
product.”

“I would say that the movement is also very much geared towards women.*
“So this whole sexual wellness industry thrives on constant change.”
“Covid was the last big wave, [ would say. That's when the topic got a bit more into this wellbeing aspect.”

“The development of three large companies dividing up the market as a bit of an oligopoly has led to a development
where it has gone from retail to online marketplaces.”

“Trends in the sexual wellness industry are very fast-paced, especially if you look at the pricing policy, most trends
are made for the mass and to distribute quickly.“

“Statistics show, that women mostly buy consumables like condoms and lubricants, which means that the
advertising is directed towards women.*

“I can see the the topic sexuality is being talked about more intensely in the public and people are receiving
education.”

“I am not sure where exactly the trend came from, but the entire topic received more attention about 3 or 4 years
ago, especially in terms of education.”

“One of the big changes was, that the industry moved more towards the center of society. Amorelie was a main
driver by changing the product design, making it look more pretty. Everything is a bit more pretty and less dirty and
it became more about couples for example.”

“The consolidation of the Industry is something that I can see. Of course there are a few small retailers, but mainly
it’s about Amorelie, Online retailers became bigger and more professional.”

,.It's opening up more and more, especially for the whole care sector.*

“You also have the drugstore now, that in America is already leading the way, you have your own departments with
Wellbeing or I don't know what they call it all, that there is already a change.”

“There is the sustainable market and the non-sustainable market. We specialized on the sustainable market, in which
it is more about education, ingredients of products, generally speaking the green aspect.*

“In the classic sexual wellness industry, there is mostly only green washing. There is no sustainability, there are for
example trends that the packaging is being advertised as sustainable and those are huge sustainability campaigns,
but the packaging is being thrown out after 2 seconds anyways and the product remains the same.*

“I always like to mention sustainbility. But that is a little more complex. Because for example, Amorelie had a
sustainable line, and advertised it as such, but they don’t have it anymore.*

“For the younger generations, it is more about sustainability and spirituality.”

“Innovation in the industry is very slow, there are very few innovative brands. We like to pride ourselves with it, but
to be honest, there weren’t any major breaks in the last couple of years. That’s why from a product perspective, there
aren’t that many trends.”
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Industry Specific Failure Reasons— Restrictions and Prohibitions

Industry
Food Industry

Both

Sexual Wellness Industry

Statement

“Very specific for the food industry in Germany, is the strong documentation needed to sell food products. This is
called the specification, where you can read anything related to the product.”

“I wouldn't build a product that I knew wasn't approved here, I'd be digging my own grave.”

“When you look into food-tech topics, where it’s all about new ingredients or products that are produces through
biotechnological procedures, for example where microorganisms produce certain proteins, [...], then a lot of these
are not allowed in Europe and can’t be sold here. It is very complex to get the permits and you need to hand in
studies [...]. It is a long and cost intensive process and also, from what I heard, very untransparent.”

“So in itself, a normal food product does not need any major studies. [...] If the product is fundamentally new, as
would be the case with fake meat, for example, a special approval as a novel food is necessary. This is very time-
consuming and costly.”

“In Germany, if you want to put a new food product on the market, you have the food regulations, [...], where you
can spend a lot of money on lawyers and literature [to avoid needing to conduct a clinical study], that can cost a
million, but every second mover can then use your study.“

“The regulations [in the food industry], are difficult and [...] are not that trivial. [...] Companies need money to
overcome regulations, [...], but they die before, because they can’t reach these milestones, because the regulations
are so though.”

“A few quality tests would have to be done regularly, but the costs are only between 300 - S00€ per measurement,
depending on what is measured. So there is nothing major that needs to be done, except to set an MHD for a product
once, but otherwise there are no major studies.”

“It has become more difficult because the requirements are really immense in all areas.”

”Both markets are very regulated, especially in the digital health sector. But it also depends how deep you want to
go. If you are putting a medical product on the market, it is highly regulated and it will take longer. [...].”

“We have a lot of problems with online advertising and generally social media, like Instagram. Content Creators also
need to be very careful, how they present sexual content, because they can get blocked or banned. Our own account
has been blocked countless times and then we start a “unmute pleasure” campaign. With content creators it’s ok,
advertising itself is not possible and Google Ads are ok, but even Google has become very difficult, because of Safe
Search.”

“The biggest point is, that advertising in the sexual wellness industry is close to impossible. You put a lot of energy
into the wording and in which pictures cannot be posted, because all common marketing platforms like Meta,
Google and Co are American companies, and have policies against sex, alcohol and other things. [...] I even talked
to Google once because we couldn’t understand why our ads were blocked, because there were no nudes or even
nipples. They said that their employees had unbanned the ad, but the AT had re-blocked it, because in some web-
reading the word sex was found. But when selling sex toys, it is hard not to say.”

“Of course, the whole industry always has a problem with promoting it [sexual wellness]. So you can't just place ads
like everyone else. Yes, that's why marketing is simply very expensive.”

“We did not get the placement to reach exactly the target group we needed to reach, that's why we failed.”

“So the communication is very industry-specific, because ultimately you're already totally restricted, yes, you're not
actually allowed to advertise sexuality on Instagram.”

“In our industry, there were no regulations or standards and we worked on having them set up, because for such an
intimate product it is important to have these quality standards. However, it is an ISO-Guideline, which means, you
don’t have to follow it and there is a lot of trash on the market”

”Both markets are very regulated, especially in the digital health sector. But it also depends how deep you want to
go. If you are putting a medical product on the market, it is highly regulated and it will take longer. [...]”

“I would wish that there would be more hurdles, the market is not at all regulated. I believe there is a norm of sex
toys, but it that doesn’t mean you need to follow it. In the industry we have big problems with harmful substances
[...], but nothing get’s checked. So I would wish for more regulations.”

“We had a sum-up payment system in place and one day before the market, it stopped working. It was a big issue t
find a payment provider, because Google had classified us a porn platform. [...]”

“We also had problems with a payment provider because we violated some corporate regulation. They suddenly
blocked our accounts because they thought we were an unethical pornography provider.”
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Industry Specific Failure Reasons— Customer Education

Industry
Food Industry

Sexual Wellness Industry

Statement

“Education: How do I treat the product and how can I use it. We needed to do a lot of content marketing and had a
start-chef come in to design recipes with our product, to show how product could be used most efficiently.”

“Because the consumers are so uneducated, there are chances for startups. If you have a funny idea and can develop
a Tik Tok Campaign, that will work. It is not like with Dyson where people know that they buy this vacuum because
they want one of the highest quality. People are unaware of premium brands because they don’t know anything
about it. This is why a market entry isn’t that difficult for startups.”

“Your reach will get restricted, even if you are trying to educate people. And this is highly problematic, because we
can consume so much media and information, but well curated formats just can’t get through the noise.”

“The consumers on the sextoy market are very uneducated, meaning they like going to stores or have a lot of trust
in, for example, what Amorelie says the best sex toy is. This means if you position yourself well with the retailers,
you can get a good standing with your customers.”

“We didn’t invest in the [sexual wellness startup] because the educational aspect was not prominent enough. [...]
Now they seem to have picked up some educational topics and offer other products, because in the beginning it was
all about Viagra, hair loss and so on, which was too niche for us.”

“Our website was 50% Sales and 50% free education. [...] But you need to sell the educational part and need to get
people to google what they want but also which questions they have, and to have the confidence to order sex toys.
When we were selling on markets, we made the most revenue and a big part of it was because of the consulation we
offered.”

Industry Specific Failure Reasons— Prejudice

Industry
Food Industry

Sexual Wellness Industry

Statement

“On the food side, you could say that you sell a similar product just in a different packaging, but what’s inside
remains the same, only the marketing is better.”

“Especially with vegan products, we can see that if people tried something years ago and didn’t like it, which was
part of the first-generation products, it often takes years until they give the product another chance and try it again.”

“If I think about our major food retailers, they have a lot of distrust. Because it is always difficult with a new
product.”

“The food industry is definitely underestimated because for example many people say it is not that interesting. But
in the end, food is a huge market, and you can build big businesses with a small market share.”

“It is an industry that is unnecessarily negatively impacted for many people.“

“Many food exists are almost more successful than software investments, but that often get’s swooped under the
table.”

“Maybe it is just a taboo. The thing is, sexuality is somehow viewed as dirty and disgusting. That is a common
prejudice. If you set um regulations, someone will need to check and I have a feeling that people simply don’t want
to be checking [sex toys], because then you might have to tell others and that seems crazy and taboo.”

“The stigma in Big Tech is very difficult for our company.”

“The company we have today is only set up like this because the potential major investor did not invest. This was
because they had just undergone their IPO and couldn’t afford to make their first investment in a sexual brand.”

Industry Specific Failure Reasons— Investor and Network Dependencies

Industry
Food Industry

Both

Sexual Wellness Industry

Statement

“If there is one thing I would need to point out as a failure reason, it would be the interest rate turnaround. Because
if money doesn’t cost anything, only growth counts. [...]. But if money start costing money again, you move away
from growth the path to profitability is what counts.”

“Venture Capital is close to nonexistent for food startups, that only produce new products, right now.“

“Then there were several insolvencies of food start-ups and I think since then the industry has actually been a bit
cold in terms of financing activity and investors are very, very nervous.” (FST4 )

“Food differentiates itself because it is something you can touch, whereas most VC investments are direct towards
something that you can‘t touch.

“Many food exists are almost more successful than software investments, but that often get’s swooped under the
table.”

“I believe that VCs destroy a lot of operational business models and VCs in the food service industry do more harm
than good in my opinion, especially if you throw too much VC money at a concept before the product-market fit is
even there.”

“We have venture capital on board, but of course we are also quite driven by this.”

“Who is the right partner anyway? I think that's also a critical factor for success in the future, that you have a clear
idea of who is the perfect partner for me right from the start.”

“Amorelie has the same problems, but is able to weigh them out with capital.

“You need to put a lot of work into networking, we also did that. Put in the work for networks, no matter which
startup, but especially in the sexual wellness industry, because you can support each other easily, because everyone
is facing the same problems.”

“Then you have the problem that investors are still a bit more cautious in the industry.”
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Industry Specific Failure Reasons— Production & Supply Chain

Industry
Food Industry

Sexual Wellness Industry

Statement

“The requirements and quantities are a huge issue. It starts with the logistics, because food has to be stored in a
completely different way, sometimes it has to be shipped.*

“Our initial plan did not work out, because of the poisonous traits of [our product].”

“Another food industry specific is the reliance on nature. Commodities change in price. The price for, let’s say
potatoes, is not the same every year, It depends on the harvest. However, there are monocultures that do not have
these fluctuations. But with our product it was very difficult. Especially as a young company you might have
contracted something completely different and couldn’t calculate these fluctuations, because there wasn’t any data.

“On the food-industry-side, we have high upfront costs, for example for inventory, do I need contract manufacturers
and what exactly do I need?”

“Most startups produce with contract manufacturers- of course they don’t build their own production, at least not in
the first phase. But finding someone who does small quantities is a question of money and there we have the
problem with capital again, because producing large amounts is also not as easy as a startup, and even selling,
especially with the expiration date, can be difficult- in the end you are stuck on inventory you weren’t able to sell.”

“The product needs to be developed in a way, that it is industry suitable and so that they can produced on industrial
machineries. You can’t do all these things manually if you want to rise above the manual manufacturing status. This
can be very challenging, for example if you want to produce a nut-based milk and at home it tastes great, but if you
start producing masses you realize, that it doesn’t work that way, and for example after three days in the
supermarket, it all settles, but you chose the sustainable, see-through packaging and it all looks bad. So, there are
questions like how do I make all of this work, also the expiration date. [...] There are more hurdles in product
development, than one might initially think.*

“Our plan to make contracts with major retailers, and simply sell our product to them, did not work.”

“A big problem are the supply chain, I think there are a lot of startups that fall apart because of them. They are just
getting more complex, and that’s where long-term relationships to the supply chain help the big players more than to
the newer ones.*

“There are some founders who are not fully aware of how expensive production is and how exactly unity economics
and economics of scale work.*

“We had issues with rising material costs in China, which is why our suppliers increased their prices.”

“Depending on which material you are producing with, you have price fluctuations and have problems with too few
products to produce. Then it get’s difficult for a small business, because the costs are comparably high.”

“So all manufacturing start-ups end up having to pre-finance the goods and it's always a liquidity game in the end.”

“We have a large market with big players like Amorelie and Eis.de that dominate the market, so you need to see that
you can cover the need and reach certain purchase quantities.”

Industry Specific Failure Reasons— Sales

Industry
Food Industry

Both

Sexual Wellness Industry

Statement

“Margins aren’t desirable, because it just isn’t a hockey stick business model. [...] You don’t simply have the one-
time development achievement that you can simply scale.”

“There are the unit economics. The food industry is a competitive sector and startups have to be pre-pared to give up
a larger share of the margin in order to be listed.”

,If you really want to go through the food trade, then you absolutely have to check your prices and then make sure
that you can sell the 40% margin painlessly.”

“We were pursuing a partnership with [a major food manufacturer], they experimented with our product for almost a
year, only to then decide, that they were not liking the price point. These long sales cycles and then miscalculated a
bit, you will see that you can’t meet the price point one year down the line.”

“The incentives, which were simply wrongly set.”

,,Commoditization is a big thing and this leads to a strong price competition, that startups can rarely win against big
players.

“The attractiveness of the business model is important. It needs to be clear how [the startup] can become a profitable
business.*

,.You just aren’t a tech company with a 90 % margin. For every strawberry you have a 40% cut and that just doesn’t
scale as nicely. “

“Where do you position yourself and then you have to think about whether you want to be in the mid-price segment
or cheap and all these things you have to think about completely in advance because otherwise you don't really have
a chance of placing it on the market.”

“I believe you need to focus your sales channels and specialize, are you looking to sell to a niche, are you in the sex
toy market or something like the retail trade.”

“There were also products that really labelled themselves as sustainable. But they also flopped.”

“There are no [Regulations], you don’t need to disclose anything. And this is also because it is a taboo topic. And if
it a taboo topic, why would you talk about guidelines. [...] We put a lot of work into research and networking, you
need to go into exchange with people. For example, we tried to find a sustainable Satisfyer, because it is the most
sold product on the sexual wellness market. So we thought, it can’t be true that there is no sustainable replacement
product. [...] We then received a product from France and already realized while unpacking, that from the way it
smelt it couldn’t be sustainable. We then request-ed the data from the labs because they said they had tested the
product, but up to this day we didn’t see them. [...] An we decided not to let go of our value sustainability and
would not put an unsustainable Satisfyer on the website, just to sell Satsifyer, because if we would that, we wouldn't
need SiClaro.”
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Industry Specific Failure Reasons— Brand Awareness

Industry
Food Industry

Both

Sexual Wellness Industry

Statement

“It is important to have good connections early on, especially to get into the food retail stores. Shelf storage and
space is a type of marketing, and a huge, important touchpoint.*

“Collaborations make a lot of sense. We had a collaboration with [a related food startup] and were able to place our
product and our logo on/ in their product.*

“Commoditization also means that you can’t really differentiate yourself through marketing and many customer
channels are breaking away.*

“If you look at Pepsi and Cola you could say that there are almost identical businesses. But if you look at the
valuation, you can see that Coca Cola is significantly better valuated than Pepsi when it comes to revenue multiples,
because it is the better brand. This means, we always look for founders and business that can build a cool brand and
can deliver a product that can differentiate itself.”

“Is it a stronger, newer product, or is it a similar product, that exists and is just being advertised differently?*

“Of course you have to position yourself as a brand accordingly, pursue appropriate strategies so that you have a
certain relevance for retailers, are not interchangeable with a private label and, on the other hand, clearly
communicate the added value of your products and your brand to consumers.”

“In addition to the purely functional ingredients, as a food brand you need very strong emotional factors that offer
the consumer real added value, so to speak, so that at the end of the day I spend more on a brand because it works
sustainably, for example, because it favors organic products.”

“You need a strong brand as a startup, to justify higher prices, to gain attention, to have something that is not
duplicatable, which is a strong brand. This is important but it also requires a budget.”

“Ultimately, placing a product in a physical store is still extremely important and also difficult.”
Influencer marketing is another trend I can see*

“There are a lot of small things that pop up. I don’t know if you have heard of the Rose Suction Toy, but it was a Tik
Tok Trend and went viral and [...] the demand is now exploding.”

“Generally, how do I acquire an initial customer? Do we go to the customer directly or do we go to doctors, can we
even incentivize doctors and how do we include them? It is a big topic.*

“In terms of innovation, there is not a lot going on. The industry isn’t one that constantly re-thinks itself. Smaller
technical innovations sometimes arise, but the concept is always vibrators or dildos and that have already existed for
x amount of years. The industry is flooded with classic products. However, special innovation therefore is then very
interesting, because if you have a cool idea, then you can easily generate attention.”

“I think it depends a lot on your branding, so Amorelie I think people are knocking down doors, because it's totally
cool if you're somehow dildoking now, then people say, ay, no don't have to.”

Generic Turnaround Strategies— Financial and Market & Testing

Sub-topics

Financial

Market & Testing

Statement

“[If T had unlimited cash] I would not have had a job on the side. [...] Money brings time, but also time to recharge.”

“I would like to have a bigger team. Because I believe that a business also accelerates with people and not only by
having a cool product that wins prizes. Especially if you have support in marketing and sales, I believe, that it pays
of quickly. And I have also seen this as a turning point in other companies.”

“I think for the other food startups, actually cost and units economics management as particularly important.”

“What we did right was we started testing very early. You would be surprised how many sextoys do not work,
because they are anatomically not good. So you need to focus on having a strong product.”

“Iterative process is important and necessary to understand complex products.”

“Sometimes I send the founders back to do some homework, to find all the numbers, to gather information and to
puzzle and put it together to see, if there is actually a market there.”

“You need to be aware of the market that is surrounding you and in the end it can turn into something completely
different.”

“You should not be in a new market and have a new product. [...] You should either have a product that you don’t
know that well but you know the market and price segments, [...], and all the relevant stakeholders in the market,
and you can focus on getting to know your product. Or you know your product and can focus on building a new
market.”

“Store in stores pop ups can help with testing .”

“You have to be extremely capable of suffering and you also have to be able to see opportunities in crises. But also
that little bit of luck.”
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Generic Turnaround Strategies— Focus and Pivot

Industry

Focus

Pivot

Statement

“Everyone believes that food is about the product, However, this is far less important when it comes to deciding
where to leave your money. We have people who have been there three times and I've had different products three
times and they didn't even notice that.

“It always makes sense to have co-founders and to divide the work up, because everyone has their strength.”
“Fourth mistake: trying to serve too many sales channels and a lack of clear focus.*

“We went from a brand that was going to sell to major retailers, to a brand for consumers. This is especially
difficult, if you have a high, cost intensive commodity.”

“Pivot is the first thing we see. In the end we invest in the team and we believe that the team can break through a
certain market, what a different team might not be able to do. Therefore, if we have founders that approach us and
say, that they believe their initial idea is not working, [...] our thought would be: Ok, we support you and either we
find a way to solve the same problem, or we find a solution to a different problem, for which you are the right
team.”

“Every step of development always brings new insights. So I think it is very important, to always go back to the
basis and look, if there is something that should be done differently. The classic iterative approach is very important
and a key success factor to understand complex products.”

“The founder of Ottos Burger [...] realized that customers were asking for more vegan alternatives. [...] However,
the pea-proteins that made the paddy taste so good were a complicated resource as it cam from foreign countries and
was subject to price fluctuations. [...] He realized that the cultures could be done with a reactor from the pharma
industry, that were overengineered for the food industry. [...] So now they have their own bio- reactors for food, and
also sell them.”

Industry Specific Turnaround Strategies— Trends

Industry
Food Industry

Sexual Wellness Industry

Statement

“That is now over [getting VC money].”

“You have to be prepared to stay bootstrapped for a very long time and wait patiently for the margin ramp up
because everything has become quite expensive in the meantime.”

“We worked with small manufacturers and family businesses and therefore had some great products, but [...] we did
a lot of research, and you need to know when something is actually a trend”

“In the sexual wellness industry, there are sustainability trends, and we constantly adjusted our product assortments,
but mainly, we spoke to our customers and gathered feedback through Instagram.”

“You need to be aware of the market and flexible when it starts changing.”

Industry Specific Turnaround Strategies— Restrictions and Prohibitions

Industry
Food Industry

Sexual Wellness Industry

Statement

“The big problem with a new product in the food industry is, that you can’t but a pilot into the market. You can’t
really build MVPs and test and redo them because we are talking about food, which people can get sick from. You
have a high upfront investment, to understand your product. [...] This means growth hacking as a startup, that
doesn’t know their product too well is difficult. This is something I would do different [the next time].”

“If you need to follow certain regulations, I can say in Germany mostly it won't be possible at first, especially if it
first got tested for example in Singapore. More times than not it just doesn’t align with the fund-life-cycle. Founders
need to pay back the money mostly between 8-10 years to our LPs and often the companies need more time than that
to develop the product.*

“If we got banned we would start an ,,unmute* campaign and collect signatures.*

“Of course, you have to find and work out a lot of workarounds so that you can perhaps work more with influencers.
And you have to use Google adds, that you simply do more creative guerilla marketing campaigns.”
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Industry Specific Turnaround Strategies— Customer Education

Industry
Food Industry

Sexual Wellness Industry

Statement
“You need a clear value proposition that reaches the customer.*

“We needed to do a lot of content marketing and had a start-chef come in to design recipes with our product, to show
how product could be used most efficiently.*

“It is important to know your community and to invest time to get to know them, so that you understand what they
need.”

“We sold to a lot of star-restaurants, so we were constantly in touch with them to understand what could be done
with the product.“

“Our strategy is directed at knowing that there is low consumer knowledge and that we want to take their hand and
educate them towards our brand.*

“The low consumer knowledge is a huge opportunity. You need to create something fun [...] and if people don’t
know where else to turn to, they will buy it.*

“We made the most profit at the market, where we were able to consult the customer directly.”

“The thing about missing education is, that you can’t ask questions about something you are unaware of and that is
the biggest barrier that needs to be overcome.*

“Education, diversity and sustainability were extremely important to us, and we were sure we didn’t want to do all
of it without it. But you need to be aware that [following these values] is a lot more work.”

Industry Specific Turnaround Strategies— Prejudice

Industry
Food Industry

Sexual Wellness Industry

Statement

“Conservatively calculated, it is sometimes difficult in food or retail to create the huge field hockey stick that many
might wish for, because you simply can't scale so quickly.”

“You need a good B2B relationship, because if the store‘s sellers are your biggest fans and use your product
themselves, they will recommend it.*

“You can tell that if you have a certain confidence in what you are selling, [...] then you can sell the product free of
judgement. Every person has something to do with sexuality, no matter which form, which means you will always
find a point to connect.

“You need to define the niche you are selling in, and then you will find likeminded people. You have to ask yourself
where you want to place your startup.*

,»Where you can lift the startup is the founder's story. That’s what I mean by people coming up to you and admire
what you do and want to know more and talk to you about it. You need to be doing storytelling, [...] and you can't
stop talking about it, especially if you want to lift taboos. People then see and read about the cool person behind the
business.*

“For Amorelie, the founder was the centre of the company and now she is in the commercial for Nivea. There was
always a face behind her business.*

“Of course, I was upset about a few comments, but in the I thought “Now I will show you” and [kept believing in
my idea].”
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Industry Specific Turnaround Strategies— Investor & Network Dependency

Industry
Food Industry

Both

Sexual Wellness Industry

Statement
“Because once you've started down this path, you have to finish it [VC].”

“If T were to give any advice to food founders, I would rather advise them not to rely so much on VCs, perhaps try to
grow less quickly, see if you can get some strategic partners like business angels or family offices on board.”

“Nevertheless, we were also reliant on finding partners who would support us through the crisis to some extent.*

“We produce with the major partners, some of whom also produce for the other major retailers themselves. So of
course, you have a partner on board to a certain extent and can minimize the risk here a bit.”

“If you need to follow certain regulations, I can say in Germany mostly it won’t be possible at first, especially if it
first got tested for example in Singapore. More times than not it just doesn’t align with the fund-life-cycle. Founders
need to pay back the money mostly between 8-10 years to our LPs and often the companies need more time than that
to develop the product.”

“You need to make sure you don’t focus too late on having a path to profitability and can grow from your own
powers.”

“Yes, that means that if you find the right partner, you can do your distribution 10 times quicky.”

“Gorillas as the big one has helped the small ones to scale massively quickly, and you often have that in food. Hafer
Kater, for example, are always so precise, now for example with Deutsche Bahn and cooperate with them are
incredibly successful.”

“You have to be prepared to stay bootstrapped for a very long time and wait patiently for the margin ramp up
because everything has become quite expensive in the meantime.”

“We didn’t have VC’s we only had Angel Investors with a personal interest.”

“At this point, perhaps the advice is to look for mentors from this industry who are familiar with the food trade and
who can perhaps establish contacts with purchasing, who can also give pragmatic and practical advice on the subject
of packaging, logistics, food law, because a lot can go wrong at the beginning.”

“Sales work for these new products is laborious and you need to built up a good network that you need to maintain,
because if you know the store manager or purchasers in the central, then you can [convince them of your product],
and it is easier to bring the products to the market.”

“You need strong partnerships from day one.”

“You need to reach milestones that can convince investors”

“Big players play a very big role.”

“If you want to be a Premium Brand, you should have good connections in the B2B area. If the salespeople are our
fans, they will recommend our product”

“I think the big e-commerce platforms, that also produce their own products, are key portals. You can’t get past then,
if you have a product related to sexuality. The reason is that if people are looking for sexual products, the first look
they will take will be at Amorelie or Eis.de. There are even statistics that show this.”

“In your own sales strategy, you should decide if you want to work with the big players or not. They have a special
pricing policy and sustainability policies.”

“Partnering with Investors in the Sexual Wellness Industry always makes sense. [...] But Investors bring a network
to the table and for example femtasy got big because of their investors. They received cash and were able to grow
very quickly.”

“Our focus was on sustainability and investors aren’t always sustainable. So you need to think about, how you give

up your voting rights towards sustainability.”

“In the sexual wellness industry, it makes sense to have a good network, because everyone is facing the same
problems, so it is easy to support each other.”

“When we bought the product, they were making about 20 million in revenue without any marketing and solely by
producing the product. We then pursued the strategy, to increase our margin by cutting out the retailers and building
a connection to the customer. Today most customers purchase directly from us.”
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Industry Specific Turnaround Strategies— Production & Supply Chain

Industry
Food Industry

Both

Sexual Wellness Industry

Statement

“If we put a little more money into marketing, then we will see the effects immediately, but I would definitely
prioritize good logistics, good processes and good production before tackling marketing.”

“At the end of the day, you have to somehow generate sales at the front, you have to somehow generate attention,
you have to cover the right use cases and at the back you have to be efficient and have the inventory under control,
so to speak, and very few of them can do that, at least really.”

“So, at the back you have to smooth out the processes and get them under control so and do it stringently and not too
optimistically again.”

“On the one hand, becoming more efficient, i.e. clearly becoming more efficient, because running out of cash is the
number one issue.”

“In Turnaround Strategies, you either need to change directions, enhance a trend or gain profitability. Therefore, one
very important part is the constant re-negotiation of the supply chain. [...] Because the supplier will never tell you
when it get’s cheaper, he will only tell you when it get’s more expensive.”

“You need someone who is a good CFO and know how to manage inventory.”

“The founder of Ottos Burger [...] realized that customers were asking for more vegan alternatives. [...] However,
the pea-proteins that made the paddy taste so good were a complicated resource as it came from foreign countries
and was subject to price fluctuations. [...] He realized that the cultures could be done with a reactor from the pharma
industry, that were overengineered for the food industry. [...] So now they have their own bio- reactors for food, and
also sell them.”

“We produce with the major partners, some of whom also produce for the other major retailers themselves. So of
course, you have a partner on board to a certain extent and can minimize the risk here a bit.”

“If you start completely from scratch, you need to let people go. Because a large team for initial customers is no
longer needed. Therefore it’s all about to maximize runway. As much as this stings, it helps founders to regain focus
on a blank sheet of paper, to determine what they really want to do.”

“With discounts you need to be careful, because of course it is great to acquire initial customers, but after that it
should be pushed for example through referral marketing.[...] Ideally you want the customers basket to grow to
have a positive net revenue retention. You don’t want to rely on acquiring new customers, but have your customers
grow with your company. This is easier in the food sector.”

“To take action [against increasing material costs], we opened our own factory. Before we only had only supplier, so
it wasn't easy to bar-gain. Now we can say, of you don’t make it cheaper, we will just do it ourselves.”

Industry Specific Turnaround Strategies— Sales

Industry
Food Industry

Both

Sexual Wellness Industry

Statement

“There is a really strong need to understand your own unit economics and to assume that you will remain alone for a
long time and that neither a VC nor a group of investors will come to your aid.”

“Cost control is extremely important, look at the costs, reduce them, do things yourself anyway.”
“Number one is really targeting the customer and it's really normal to grow in a niche and to focus on it again.”

“At the end of the day, you have to somehow generate sales at the front, you have to somehow generate attention,
you have to cover the right use cases and at the back you have to be efficient and have the inventory under control,
so to speak, and very few of them can do that good enough.”

“One big topic is customer retention and an example where this is not working out is Hello Fresh. They spend 25-
30% of their revenue on marketing [...] and their CAC and CLV do not match. So, I believe you need to tweak the
product a lot to get to a model that actually has good unit economics.”

“You should have less products, that you actually focus on, rather than having a too wide-spread product assortment
that you can’t focus on.”

“Ultimately, placing a product in a physical store is still extremely important and also difficult.”
“So, I would only approach the top target group.”

“For us they were very good in the beginning and got a little bit worse throughout time because we had such an
overhead. But in the last year we put a lot of work into getting the mar-gins up again and found a few points where
we could save costs. For example, we always had a great packaging but at some point, we realized, we are far above
the market standard, and it was a bit unnecessary.”

“We got rid of the “man in the middle” in our sales strategy, to increase our margins.”

“One thing we could have done differently is our web shop. [...] We put a lot of time and effort into it, but in the
end, we still did not capture the customer.”

“It all starts with the cost of goods and keeping it as low as possible because you can keep your B2B prices. I mean
the whole business is very B2B heavy.”
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Industry Specific Turnaround Strategies— Brand Awareness

Industry
Food Industry

Both

Sexual Wellness Industry

Statement

“In addition to the purely functional ingredients, as a food brand you need very strong emotional factors that offer
the consumer real added value, so to speak, so that at the end of the day I spend more on a brand because it works
sustainably, for example, because it favours organic products.”

,.Collaborations make a lot of sense. We had a collaboration with [a related food startup] and were able to place our
product and our logo on/ in their product. That way we gained trust from the customer.”

“You need to build a brand. Without a brand your product is worth nothing and easy to replace.”

“You need a product nerd, someone who loves the product, so that you don't just build something that is a little
better, but something that is significantly better than the rest. You also need someone who is good at brand
building.”

“It is important to not only be aware, that you also need to invest in marketing, that regain lost customers.[...] So in
Food, it is important to build a business with good unit economics, that can be successful in the long run and doesn't
require constantly investing in acquiring new customers.”

“You always eat in the end, but you just have to be relevant and generate attention, think about Branding positioning
so why are we pink?”

,,Of course, it's the startup's responsibility to create the story and the marketing products and materials to make it
exciting and interesting [in terms of marketing]”

“You can't get someone to buy the chocolate through visuals and media placement alone.”

“In relations to the topic brand, I have to say that it is very important. Some think it is only an externality, but it is
simply important to create the readiness to pay for a product. [...] You need to create trust in the brand [because]
consumers often go with brands they know and which they trust, so you need to put in the work in communications,
to get them to try new things. *

“I would do pop-up stores to make the brand known to the customers themselves, so to speak. Because you have to
try a food yourself.”

“I believe to compete as a small brand in the mass market, that's just performance marketing game and that can
bleed a small company dry very quickly because it is too expensiv.”

“Community care is key.”

“I sponsor brands, and of course that's long-term planning, because it will definitely take you two years to get
something like that onto the market.“

“Branding positioning so why are we pink, and I think it depends a lot on your branding, so for Amorelie I think
people are knocking down doors, because it's totally cool if you're somehow dildoking now, then people say, ay, no
don't have to.”

“If you have a good idea, the market gives you the opportunity to gain a lot of attention”

“Formulate the words differently, so I give the example of sexuality "sex" is then spelled differently with G or C or
so there are different formulations.”

“The brands are also less porn erotic and much more towards the self-care aspect, which is simply more socially
acceptable.”

“When your reach gets restricted, because you say “dildo” but that is your business, of course that is difficult. But it
gives you an opportunity to get creative.”

“One tip I would give, where you can advertise well is by telling founders stories. [...] You need to be storytelling,
give interviews and get into newspapers, participate in podcasts and try to neutralize the topic, especially if you want
help break taboos. [...] And then you don’t engage with sex toys but read a founder's story. And that really works.*

“Our strategy is to become the brand for sexual wellness, away from a simple retailer, to taking the consumer by the
hand and educating them on our brand.”

“You need to be more creative [if you have difficulties with advertising]. For example, in the beginning we worked a
lot with PR, because there, Sex is the coolest topic and you need to know, where you can get away with it and where
you can't.”
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Appendix 4: Evaluation Criteria for Startup Categorization

Category Criteria
Trends 1. Are there trends in the market, that the startup is currently not serving?
2. Would the startup struggle to adjust its operations flexibly to market trends?
3. Can adecline in market share be noticed, due to the lack of alignment with trends?
4. Are the opportunities that are currently being followed lacking profitability?
Restrictions 1. Are there restrictions in the market, that hinder the startup from growing?
2. s the startup struggling to comply with the regulations or prohibitions in place
and operate the business successfully?
3. Does a business get excluded from the market/competition if it fails to meet the
regulations?
4. Is the startup lacking clear, successful strategies to navigate through the
restrictions and prohibitions?
Investor & 1. Is the startup reliant on a single source of funding?
Network
Dependency 2. Does the startup need to reach into its stakeholder network to access
opportunities?
3. Can the requirements for the current financing method be met (Either set by
investors, or dedication from founders if bootstrapped?)
4. Have setbacks heavily impacted the engagement of stakeholders?
Customer 1. Is the startup lacking awareness of the education level of its customers regarding
Education its products?
2. Do customers frequently take advantage of customer service to ask product
questions?
3. Is there a difficulty in explaining or demonstrating the product benefits to
customers?
4. s the adoption rate low, despite having a (supposedly) clear value proposition?
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Prejudice

Are there evident disparities in access to resources based on biases?

Do the founders or employees encounter instances of discriminatory behavior

affecting partnerships or funding prospects?
Is there a distrust in the product due to the nature of the market?

Is the startup lacking a targeting strategy that considers aligning the product to a

customer group that can be considered free of biases?

Production
&  Supply
Chain

Is the startup lacking the resources to cover upfront investments in inventory?
Is the startup struggling to leverage economies of scale?
Is the business model sensitive to price fluctuations in materials?

Are there constant disruptions in the supply chain leading to product shortages or

quality issues?

Sales

Is the startup lacking awareness of the required cut in margins to its retailers or

struggling to generate enough revenue through B2C customers?

Do major, established players in the market have a significant impact on the

pricing strategy?
Is the startup struggling to mere the sales targets and revenue goals?

Does the Customer Lifetime Value fail to align with the Customer Acquisition

cost?

Brand
Awareness

Does the product struggle clearly distinguish itself from competitors in the

market?

Is there a struggle to utilize all relevant marketing channels to create brand

awareness?

Is there lacking, visible customer engagement with the product with unclear signs

of community building?

Has the startup failed to anticipate successful measures to create a hype around

the startup?
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Appendix 5: Raw Interview Transcripts

Disclaimer:

The following transcripts have been generated by Al software (TurboScribe) and subsequently
translated. As a raw file, they may contain errors or inaccuracies due to the nature of automated
processes since the authors are enthusiastic about exploring new Al technologies and have
employed this method as part of that interest. Additionally, to uphold the anonymity of certain
interviewees who wished to remain unidentified, certain passages within the interviews have
been omitted from this transcript.

The key insights for Appendix 3 were derived from the German transcripts and translated by
the authors to English, to ensure that there are no flaws in the statements. This means, that the
key insights may not correspond to the transcripts word by word. Please note that these
omissions do not alter the context or essence of the discussions held. Readers are advised to
consider the possibility of inaccuracies and the removal of certain segments while engaging

with this transcript.

1. FST1

Speakerl: Interviewee
Speaker 2: Author
Speaker 3: Author

[Speaker 3] (0:02 - 0:59)
It should actually fit now. You must have received a message that this is being recorded. Yes.

Okay, perfect. Yes, I'll start now, because you don't know me yet. I'm a little sick.
Sorry, my voice is usually not like that. Yes, | am now studying a master's degree here with a
focus on entrepreneurship and innovation. I did consulting for two years before, always in the

digital and innovation area.

I was at Enpal this summer. And yes, that's why there is a bit of this start-up affinity and love
for it. And that's why the work now.

And apart from that, I come from Hamburg and summer Berlin. Fortunately, I always had a
clean staircase. But I can understand it.
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[Speaker 1] (1:01 - 1:03)
Yes, nice to meet you.

[Speaker 3] (1:04 - 1:05)
Yes, thank you.

[Speaker 2] (1:06 - 2:03)
Yes, I would continue to introduce ourselves as our team, so to speak. Exactly, I already have.
I mean, we know each other from the bachelor's.

Then I was in Frankfurt, was there first for such a small consultation and then at a VC. But we
did Fintech back then, so a little bit different than we are looking at now. But exactly, we write
our master's thesis about the failure reasons or turnaround strategies of start-ups.

And now the field is already illuminated in all possible directions, I think. Nevertheless, we
think we have found a new direction by comparing two industries. So we want to look at the
food industry, but also the adult pleasure industry, which is probably a bit different.

I mean, we'll discuss that again in the interviews. And that's exactly what we're talking about,
both with experts from the food industry and from the adult pleasure industry. To be able to
compare that and to filter out the failure reasons.

[Speaker 1] (2:06 - 5:14)
Cool, that sounds very interesting. That sounds very, very exciting. A very, very cool topic.

Well, he knows what I have a lot of opinion about. He knows what I can talk about a little bit.
Then first of all, hi.

Victor, we know each other a bit from university. I come, so my family is a bit from the
beverage industry. My uncle is a beverage dealer, my dad is a brewer.

I recently found out that we also have a small bakery chain in the food industry. And I kind of
grew up there. I used to work as a waiter as a student.

I then somehow spread software for restaurants as a student. And then as a student intern at
Delivery Hero, I went to a few other stations. And then I was my first food manager at Joker.

That's something like Gorillaz and fast delivery service. That was pretty blatant. I was a fourth
employee.

And we were somehow within seven months or six months, we were Unicom. We had 7,000
employees in 12 countries. And that was very, very blatant.

I was in Austria, [ set up Vienna there. You had 180 employees within four months. So I was
the right hand of the manager.

It was kind of cool, I got to learn. And then in Athens, I went to Athens again for six months. I
was there for six months each.
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And then I was the right manager in Athens. Also a similar size. However, shortly after the
launch, we came back.

We sold all of our European business. I wanted to go to the USA. I was sitting in front of the
plane.

And then we said, don't fly over, we sell US business too. It was a bit stupid. I then came to
Berlin and worked at Milano Weiss for a little over a year.

And was Chief of Staff there. Milano Vice is a pizza delivery service. But a virtual pizza
delivery service.

That means you go to other pizzerias and say, your oven is still on, but it's not fully charged.
Sell our pizza, get our ingredients, our recipes. And we do half and half in the end.

And that was also VC-financed, but on a very, very small scale. Joker, as I said, collected
several hundred million, half a billion or so a year. Milano Weiss had 10, 20 million in total,
collected in three or four years.

So a completely different scale. I was a double role there, I was Chief of Staff. Or did the
expansion.

Scaled it relatively quickly to 80, 85 restaurants. But had massive problems. While with Joker
the problem was the unit economics, the interest rates.

That's why everyone fell over. Pizza is not to be made money with, it's really difficult. We still
managed to make little money with it or not to make any.

And that had a whole series of reasons. I would like to explain all of them. And what I learned
back then, what we did wrong, also the incentives that were simply wrong, about financing
structures, etc.

We will try to do exactly the opposite now. And now, as Victor may have said, I recently opened
a small bakery with a focus on cinnamon rolls. And I've been there for half a year now, so to
speak.

And in the best case we would like to raise on it in six months. That's the goal.

[Speaker 2] (5:16 - 5:23)
But that's different from Milano. You have your own bakery and your own oven, right? So you
don't rent the other ovens to you?

[Speaker 1] (5:24 - 5:32)
No, we have our own production back there. We make everything, the entire value structure is
integrated.

[Speaker 2] (5:36 - 5:42)
And you do that with your partner at the moment, or rather alone?

[Speaker 1] (5:43 - 6:16)
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Yes, I have a product developer who supports him for one, two, three days a week. But he's
also a CPO at another company at the same time. That's why it's not so super public, I'll say.

And now I'm just thinking about whether he'll come in as a co-founder with a colleague. But
he's been helping me out for the last few weeks and months. And now is the right time.

Because in order to raise, you need a team, step by step by step. I'm just the one who pushes it
forward with force and then builds the boat. And now we're slowly getting together.

[Speaker 2] (6:16 - 6:57)
I understand. Very, very good. Maybe once to explain how this interview will go.

I mean, of course, at the beginning we already started with this general part. Then we would
talk about the current development of the industry, about failure reasons, turnaround and then
find a conclusion. But before we get to this current development, we might have one more
question.

You already said you were in the various steps or stations with Joker, Milano Vice and now
House of Buns. Maybe you could still share your personal experiences or just also present
lessons that you had specifically, especially in the food industry.

[Speaker 1] (6:58 - 7:00)
Do you mean now on failure reasons?

[Speaker 2] (7:00 - 7:07)
No, first of all, again in general to you or in general to your career.

[Speaker 1] (7:10 - 7:18)
I'm not quite sure if I understand the scope of the question. Can you maybe put it differently?
So what exactly do you want to know?

[Speaker 2] (7:19 - 7:36)
No, I just want to say again that we are, so to speak, limit before we get into failure reasons and
so on. That we understand industry-specific. What are your learnings?

How do you see the industry? What do you say is industry-specific?
[Speaker 1] (7:37 - 11:05)
Oh, then I mean different industries, which I have always touched on. And now it's about the

food service industry. I think I can talk about that most of the time.

I think I know less about food production. I've never set up a milk producer or something in
Greece. My colleague did that.

But for me it's more about the food service. So somehow the production or the distribution at
the end of the produced goods. And that's just food service, which is classic among restaurants.

Table service restaurants is one. You go to eat a nice pizzeria in the evening. Then there is also
quick service.
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That's then often people think of McDonald's. So everything that is somehow prepared in a few
minutes. And that's the industry I'm focusing on.

My goal is to build an empire with this food service sector. Because my hypothesis is that in
this area, especially in the German market, that you have movement. So the quality of the food.

I mean, you probably know that from Lisbon. That's probably significantly better than in
Germany. And the gastronomic experience in general.

And I think that especially the next generation, our generation, Gen Z, Millennials, that they
have a much higher appreciation for good food than the previous generation. That's my strong
basic belief. And I think, as I said, if you compare South Europe to Northern Europe, the quality
of gastronomic experience is much higher in South Europe in general.

And I think, as I said, that the demand for a higher gastronomic experience, as I said, through
our generation, Millennials, simply increases due to a higher purchasing power. And I think
that in different verticals, for example bakery, for example chicken, so cuisines, so to speak,
which schnitzel, whatever, that you have an underserved market in different areas for this new
generation. And that's kind of my core belief.

And we've been looking at it for a long time. Which concepts make sense? Where is there a gap
in the market?

What can you strategically build up well? Now not just day one, one store, but it has to work
with 100 stores. And then we went down a checklist and had a shortlist.

And then we said, okay, our heart is mostly on it. And let's optimally focus on it for the next 5-
8 years. And then you go into the roll-up point later.

And then my vision would be in 8 years, 10 years, if you have 100 branches, I would like to go
into the roll-up of small concepts. Because you have a few, so you have a lot of 3-5 outlets,
Burger Meister is a topic in Berlin, if you know that. You know that, exactly.

So small high-quality, high-convenience stores. There are a lot of them. These are small
pizzerias or small burger chains, so to speak.

And these are all personality types. In the restaurant business, they're all hustlers. Some are a
little smarter, some are a little less smart.

In general, the educational level is extremely low, you have to be honest. Criminal energy is
extremely high. And I think you can achieve a lot of scale effects if you take over a 8-10 branch
in Berlin and then, for example, rebuild it into a franchise organization.

Or you roll up all the kebabs. That might have other problems, but you can do a lot of scale
effects, because the products are quite exchangeable. It's much more about this brand

experience.

And I think there's a lot of potential for the next 10, 20 years. And we'd like to go in that
direction optimally.
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[Speaker 2] (11:07 - 11:52)
Yes, exactly. We would actually still talk about these trends. Or I mean, you just showed the
development and trends.

And I also believe in the factors. So if we sum it up again, I understood that it's the millennials.
It's somehow about the fact that the quality should be higher and you're willing to spend more
money on it.

And yo