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MagicWord will develop, manufacture, and sell hardware and software to allow PDA owners to talk to their Palm Pilots, Handspring Visors, or Compaq iPAQs.  For example, instead of fiddling with a stylus, a PDA owner will be able to speak to his PDA -- “Remind me that I have a dentist appointment at 3 p.m. tomorrow” -- and have the device make an appropriate calendar entry.  Initially the company will produce an add-on hardware “cradle” that adds speech recognition to an existing PDA, but in the future the company will license its technology to PDA vendors to incorporate in future products.

Market
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According to Gartner Dataquest, 13 million PDAs were shipped worldwide in 2001, accounting for $3.6 billion in sales.  The market is expected to grow to $6.6 billion by 2005 with over 39 million units shipped (Figure 2).  The U.S. market should grow slightly faster than the global PDA market, fueled by enterprise customers and professional adopters of voice.  The U.S. market is about half of the worldwide market in both dollars and units.

As of 2001, PDAs using Palm OS dominate the market (Figure 2), but PocketPCs featuring Microsoft’s Windows CE operating system are growing at a faster rate and are predicted to overtake Palm by 2005.  MagicWord technology will work with both operating systems and will be able to capture both segments of the PDA market.

Including last year’s shipments, there is an estimated installed base of 34 million PDAs worldwide.  Because of our add-on strategy, this installed base represents a significant market opportunity.

Technology

Historically there have been four barriers to adding speech recognition to PDAs: (1) cost of CPU power and memory (now solved via ever-cheaper and more powerful microelectronics); (2) lack of good speech recognition software (solved in the last few years by companies such as IBM Voice Systems); (3) lack of noise cancellation technology to allow speech recognition to work in any environment (e.g., in a car, airport, or crowded restaurant), and (4) lack of integration with existing PDA hardware and software.

MagicWord addresses these last two problems, but particularly problem (3):  The company is the exclusive licensee of an MIT-developed patent-pending process that inexpensively removes environmental noise and allows speech recognition to work in hitherto impossible environments.  This is a key problem for accurate, usable mobile speech recognition, and MagicWord’s proprietary solution is its “secret sauce.”
Our technology plan is to (1) build our own hardware “add on” with enough horsepower to speech-enable existing PDAs.  This will be a 250 MHz Hitachi SH-4 microprocessor with 256 MB of flash memory and 256 MB of SDRAM in a “cradle” that a Palm Pilot or other PDA snaps into.  (2) Develop software to implement our proprietary noise cancellation technology.  (3) Develop software to interface speech recognition software with PDA applications (calendar, to-do list, etc.)  (4) License speech recognition software from companies such as IBM or Dragon Systems.

The technically riskiest part of this plan is the noise cancellation technology, and that has already been prototyped and proven to work at MIT.  Development of the hardware cradle and PDA interface software are neither hard nor risky, requiring only time and effort.  The existing speech recognition software is no risk, since it already exists and runs MagicWord’s chosen CPU.

Competition

There is currently no voice-enabled PDA product available on the market today.  Our hardware/software solution coupled with our proprietary noise cancellation voice technology will be compelling compared to previous attempts in this sector, and give us an approximately two-year head start over our potential competition.  Competition categories are:

· Established competitors include Compaq and Samsung.  Compaq recently demonstrated a speech-enabled version of their iPAQ H3800 PDA using IBM’s speech technology.  However, this software-only solution provides very limited functionality due to the lack of CPU and memory in the iPAQ.  Samsung has announced plans for a voice-enabled PDA that will sell for $400-$600 but has not shown prototypes yet.

· Start-ups competitors include handheldspeech.com, which offers software-based speech recognition for PocketPC devices.

· Potential competitors include the PDA vendors (Palm, Handspring, Compaq), speech recognition software vendors (IBM Voice Systems, Dragon Systems), and operating system vendors (Microsoft).

Our strategy for dealing with competition is a combination of first-mover advantage, enabling intellectual property in noise cancellation and speech/PDA interface, and superior performance (vocabulary, recognition accuracy) relative to software-only solutions. 

Operations: Development, Distribution, Alliances

Post funding, MagicWord will begin development of prototype hardware and software for a speech recognition cradle for the Palm Pilot (the most popular PDA).  Simultaneously, we will negotiate a license agreement for speech recognition software from either IBM Voice Systems or Dragon Systems.  We expect a prototype to be ready by month four, with a beta unit following by month seven.  Initial production will be outsourced via contract manufacturers and first customer ship should occur by month ten.  We will employ an indirect sales model using distributors, retailers, and resellers.

We will continue our “cradle” strategy in years two and three, introducing new cradles for other popular PDAs.  With sales success in hand, however, we will also approach Palm, Handspring, and Compaq regarding licensing our noise-cancellation and speech/PDA interface software for incorporation into their next-generation PDAs.  We predict that by year three the CPU and memory in then-current PDAs should be sufficient for built-in speech recognition, and thus our revenues will be increasingly based on licensing arrangements.

The Team

The founding team is:

	(photo of founder #1 here)
	Name #1 is MagicWord’s CEO.  He previously founded successful technology startups (blah) and (blah). He is a graduate of the MIT Sloan School of Management and a former (blah) scholar.  He also holds Bachelor’s and Master’s degrees in (blah) from (blah).

	(photo of founder #2 here)
	Name #2 is MagicWord’s Chief Operating Officer.  He has seven years of experience in Production Engineering, Supply Chain, and Operations Management at (blah) Corporation, and has served in the U.S. Army as an Armored Cavalry Officer.  He is a graduate of the MIT Sloan School of Management and holds Bachelors degrees in General Engineering and Geography from (blah).

	(photo of founder #3 here)
	Name #3 is the Chief Financial Officer for MagicWord.  He has over twelve years of experience in Financial and Risk Management, and Tax Consulting at (blah) and (blah).  He is a graduate of the MIT Sloan School of Management and holds a Bachelor’s degree in Accounting from (blah).


Immediately post funding we will hire a VP of Engineering and four engineers (one hardware, three software). Later in year one we will hire a VP of Sales and VP of Marketing and a Director of Manufacturing who will report to the COO.  In particular, the sales and marketing positions should have experience selling through channel partners.

Finance

The company plans to raise a single round of financing of $4.5 million, which should be sufficient to take the company through development of prototype, beta test, and initial sales.  Projections indicate positive cash flow by second quarter of year two. Revenues projected for years 3, 4, and 5 are $23MM, $23MM, and $72MM, with profits of $2MM, $11MM, and $19MM.
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