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Praise for The Idea Is the Easy Part

“Venture capital is a uniquely American institution, and Brian Dovey is a practitioner of the highest rank. Anyone interested in starting a business or investing in venture capital should read this book. What you will learn here is invaluable. Brian will help you understand the numbers and will inspire you to listen for the music—to recognize what has never been done before can happen with a particular founder. Ultimately venture capital is a very human enterprise and Brian has honed his humanity as well as his technical understanding. That is why he is such a big success. And now he shares it all with his readers. And success couldn’t happen to a nicer person.”

—Bill Bradley, former U.S. Senator and investment banker

“In The Idea is the Easy Part, veteran venture capitalist Brian Dovey confronts myths about entrepreneurs, startups, and Shark Tank as he challenges would-be business owners to look before they leap. Encouraging and thought provoking, this book is a great read.”

—Ken Blanchard, coauthor of Simple Truths of Leadership and Leading at a Higher Level

“The Idea is the Easy Part is an honest and realistic look at the challenges and rewards of entrepreneurship. I highly recommend this book to anyone considering starting a business.”

—Chris Barton, Founder of Shazam, three-time entrepreneur, inventor, and tech investor

“It is so well done. The topics are spot on, the content and examples so pertinent. It’s easy to read but the rich, deep insight is incredible. I want to pre-order many copies for gifts.”

—Bonnie Anderson, Executive Chairman, Veracyte

“They say that common sense is very uncommon, but analyzing a problem and defining it correctly is necessary before common sense can be applied. In my mind, that is what makes this project unique. The book is well written and understandable—no jargon, technical terms, or words one has to look up. It’s an easy read, which is essential. Well done!”

—Richard Schiding, former President, Vasont Systems

“Brian’s storytelling approach is so helpful because it is real-world experience filled with context and color. He brings readers into the stories so that we can appreciate the information we would experience under the same circumstances. Further, the myth-busting is entertaining. I laughed more than a few times.”

—Mary Fisher, CEO, Colorescience

“If you want another rah-rah book that reinforces old myths or a detailed how-to book, look elsewhere. But if you want an excellent, realistic, straight-talking, often amusing introduction to the entrepreneurial world, you’ve come to the right place.”

—Brook Byers, Cofounder, Kleiner Perkins Caufield & Byers

“Brian Dovey is a master storyteller. He dispenses profound wisdom about the entrepreneurship process based on his involvement in more than 300 new ventures as an investor, board member. and entrepreneur. He generously shares his thought processes on a wide range of issues that come up in any type of startup venture. He truly is an educator at heart.”

—Alex DeNoble, Professor of Management, San Diego State University

“This should be well received because it doesn’t repeat the prevailing wisdom. It avoids the trap of providing dozens of war stories to make your points and avoids generalities.”

—Jim Blair, Domain Associates




[image: ]




[image: ]




This book is designed to provide accurate and authoritative information about entrepreneurship. Neither the author nor the publisher is engaged in rendering legal, accounting, or other professional services by publishing this book. If any such assistance is required, the services of a qualified financial professional should be sought. The author and publisher will not be responsible for any liability, loss, or risk incurred as a result of the use and application of any information contained in this book.

The Idea Is the Easy Part copyright © 2023 by Brian Dovey

All rights reserved. No part of this book may be used or reproduced in any manner whatsoever without written permission of the publisher, except in the case of brief quotations embodied in critical articles or reviews.

[image: image]

Matt Holt is an imprint of BenBella Books, Inc.

10440 N. Central Expressway

Suite 800

Dallas, TX 75231

benbellabooks.com

Send feedback to feedback@benbellabooks.com

BenBella and Matt Holt are federally registered trademarks.

First E-Book Edition: 2023

Library of Congress Control Number: 2023005839

ISBN 9781637744048 (hardcover)

ISBN 9781637744055 (electronic)

Copyediting by Lydia Choi

Proofreading by Denise Pangia and Lisa Story

Indexing by WordCo Indexing Services, Inc.

Text design and composition by PerfecType, Nashville, TN

Cover design by Brigid Pearson


Special discounts for bulk sales are available. Please contact bulkorders@benbellabooks.com.






To my wonderful family, who encouraged,

cajoled, and otherwise supported me.




CONTENTS

Foreword by Brook Byers

Introduction

1The Entrepreneurial Mystique: Myth Versus Reality

2Going for It: Do You Have What It Takes to Be a Successful Entrepreneur?

3The Idea Still Counts: Recognizing a “Good Enough” Opportunity and Creating a Plan

4What VCs Look For: The Care and Feeding of Your Investors

5The Team: Do Old Adages Still Apply?

6Execution Is the Hard Part: Least Appreciated but Most Critical

7Endgames: The Good (IPO, Acquisition), the Bad (Bankruptcy, Living Dead), and the Ugly (You’re Out!)

Final Thoughts: Advice on Seeking Advice, Followed by Some Advice

Appendix: Doveyisms

Acknowledgments

Notes

Index




FOREWORD

Brook Byers, cofounder, Kleiner Perkins Caufield & Byers

Back in the early 1970s, most venture capitalists were experts in finance who focused on carefully analyzing a startup’s business model. The conventional wisdom was that if you could accurately predict future growth and profitability, it would become clear whether that startup was worthy of a VC investment, and at what valuation.

But Gene Kleiner and Tom Perkins saw things from a different perspective. They came from significant operational leadership roles at tech companies, not from Wall Street. They were experienced at rolling up their sleeves and solving startup problems rather than scrutinizing balance sheets and P&L projections. So, when they launched their own VC firm, they put a premium on execution and operational excellence. They knew, as Brian Dovey puts it in this insightful book, that the idea is the easy part.

Gene and Tom taught Frank Caufield and me that methodology. Whenever we evaluated a startup, we looked beyond its big idea and potential market to whether the founders had the necessary skills to maximize the potential of their idea. As we grew our VC firm over the next few decades, we added more partners with significant operating experience. And we helped entrepreneurs build more than one thousand companies that created countless new products and at least two million jobs.

In any decade and any economic conditions, launching and sustaining a startup is incredibly hard. While the planning process is a key step toward success, and business plans are essential, they can only take you so far. As Mike Tyson memorably put it, “Everyone has a plan till they get punched in the mouth.” The world’s best plan won’t save you unless you also get good at problem-solving, execution, management, operations, and pivoting when necessary. We distinguished KPCB by offering founders our best advice in those areas and working shoulder to shoulder to assist them rather than merely opening our checkbook.

Brian, whom I’ve been delighted to know for more than three decades, epitomizes this execution-driven approach to launching and growing startups. He offers a unique blend of insights, rules of thumb, and true stories that I haven’t seen in other books. He breaks down the most common myths about entrepreneurship and shows what it really takes to make a startup viable in an ambiguous environment with barely adequate resources.

Brian has accumulated an enviable range of experiences, from startups and Fortune 500 companies to a thriving VC firm, Domain Associates. He’s the first to admit that a lot of his experiences have included mistakes, and some of his initiatives were outright failures. But he also knows that mistakes and failures make the best teachers. His diverse experiences make this book very different from most sources of startup advice, which tend to focus on famous success stories.

People love to hear about young, idealistic founders who changed the world while enjoying global fame and unimaginable wealth. Which is understandable—I love those stories, too. But if you’re thinking about starting a company in 2023 and beyond, you’re much better off with a more realistic guide, drawing on examples you’ve probably never heard of, including some that went belly-up.

I wish all startup founders, and aspiring ones, would read The Idea Is the Easy Part. If they do, they will probably develop a more grounded set of ambitions and a clearer sense of what they need to do to achieve those ambitions. In my experience, big ideas and capital are easier to find than entrepreneurs who know how to make the most of those resources. This book can help you become one of those exceptionally valuable entrepreneurs.

If you want another rah-rah book that reinforces old myths, or a detailed how-to book, look elsewhere. But if you want an excellent, realistic, straight-talking, often amusing introduction to the entrepreneurial world, you’ve come to the right place.

Brook Byers

November 2022




INTRODUCTION

This book spent many years kicking around inside my head, and on a lot of PowerPoint slides, before I started writing. Its origins go back to the 1990s, when I was still a relatively new venture capitalist, following my earlier careers as a startup founder and then a big-company president. As part of that career pivot, I spent a lot of time thinking about what entrepreneurship is, what it isn’t, and why it’s so often misunderstood and misrepresented.

I also developed an itch to teach entrepreneurship part-time to the next generation, which I mentioned to my friend Jeff Timmons, dean of the Kauffman Fellows Program (a fantastic nonprofit that promotes equal opportunity in the startup world). Jeff introduced me to Alex DeNoble, a professor at San Diego State University, who was gracious enough to let me try co-teaching his entrepreneurship class.

Alex asked what topics I’d like to focus on in the classroom, assuming that a VC would surely pick something like how to choose a startup opportunity, write a business plan, or pitch investors. I surprised him by replying that even though those subjects are important, other aspects of startup life are even more important but get relatively little attention.

At that time (and still to this day), I was hearing a lot of pitches from startup founders who seemed to think that a great idea would automatically bring customers and investors to their door, putting them on a glide path to fame and fortune. They seemed to have no clue that the real challenge was turning an initial idea into an actual, sustainable, profitable company. They couldn’t see that the idea is the easy part!

So Alex and I developed a new course, “Managing the Growing Firm,” which focused on execution, team building, operations, and other practical realities. I illustrated the points I made in lectures with the true stories of successful and not-so-successful startups that my firm had invested in. The class was an immediate hit with students, and Alex and I have been coteaching it ever since.

Meanwhile, however, myths and false impressions about entrepreneurship and startup culture have continued to spread. Fans of “reality TV” shows like Shark Tank still think they can make a fortune from a clever idea and a slick elevator pitch. And detractors really think the startup world is full of egomaniacs and dishonest “vulture capitalists.” Both camps are very far from reality, as I explain to a new group of SDSU students every semester.

Since spreading an important message one classroom at a time isn’t very efficient, I started writing this book. And here it is. I don’t pretend to have all the answers, let alone any brilliant, foolproof formula for success. But if this book can help you start your entrepreneurial journey on a foundation of reality instead of mythology, that must be worth something.

The idea is the easy part, but even the hard part—making a company work—is still a lot of fun.




1

THE ENTREPRENEURIAL MYSTIQUE

Myth Versus Reality

THE MYSTIQUE OF THE STARTUP WORLD

When I was a student at Harvard Business School in the late 1960s, there was only one course on entrepreneurship, called “Management of New Enterprises.” The word “entrepreneur” wasn’t even in the course title because it carried a negative connotation. Several of my professors said Harvard’s mission was to train the future leaders of the Fortune 500, not the heads of trivial little businesses. This perspective was so pervasive that I remained reluctant to call myself an entrepreneur for many years, even after I pivoted from the corporate world to the startup world.

Today, by contrast, Harvard Business School offers at least two dozen courses about startups and requires all MBA students to study entrepreneurship, as do most business schools. Many high schools also offer classes on the subject. Is it any surprise that many of our brightest students want to launch their own businesses someday? Startup founders have become rock stars. Numerous books about the likes of Steve Jobs, Jeff Bezos, and Elon Musk are bestsellers, as are the memoirs of icons like Phil Knight and Richard Branson. As entrepreneurship has evolved from a small niche to the white-hot center of capitalism, an elaborate mystique and mythology has built up around it.

But those books, as well as movies like The Social Network and TV shows like Shark Tank, make terrible how-to guides to achieving fame and fortune. Most memoirs, movies, and reality shows about founders are heavily fictionalized to attract the widest possible audiences. I’m not saying you shouldn’t enjoy them, merely that you can’t treat them like a road map. For instance, they often make it seem like it’s possible to get immediate funding for a startup with a big idea and a slick, five-minute elevator pitch. And they imply that once you get funding, you’re already on the twenty-yard line, on the verge of a touchdown. In reality, getting funding is incredibly hard, and even then you’re on your own twenty-yard line, with eighty yards still to go. Real success is in making the company self-sustaining.

Although there has never been more content available about startups, much of it is misleading and does a poor job of explaining why they fail or succeed. My goal for this book is to help you, an aspiring (or potentially aspiring) entrepreneur, understand the reality of what you might be getting into and how to navigate this strange world. After decades as a startup leader, big-company executive, and venture capitalist, I’ve pretty much seen it all. Now I want to share my hard-won insights, advice, and relevant stories with people like you.

The mystique of entrepreneurship isn’t entirely positive, of course. Many of the college students I meet hold negative stereotypes about startup life. Some media depictions imply that starting a business requires a complete lack of empathy and a relentless drive to step on, or at least step over, other people to get what you want. In reality, most of the successful entrepreneurs I’ve worked with are honest and ethical. They just aren’t interested in attracting media attention the way a ruthless minority of founders often do.

This book is aiming for the sweet spot between starry-eyed optimism and dour negativity. If you’ve been seduced by fantasies about an easy path to fame and fortune, I’ll try to bring you back down to earth. But if you’re skeptical about your qualifications to start and run a company, I’ll try to reassure you that you probably already have the skills you need and that you can do a lot of good for the world as an entrepreneur.

THE IDEA IS THE EASY PART

The biggest and most damaging myth of the startup world is that a successful startup requires an innovative new product or service: it’s all about the big idea! Every business experience I’ve ever had points to the opposite: the idea is the easy part! You can have a brilliant innovation that leads to an unsustainable business or a boring, commonplace idea that drives a fantastic business. Much of this book will be about all the factors other than your idea that will make or break your startup, and all the essential questions and challenges that first-time entrepreneurs tend to overlook.

New entrepreneurs usually equate the value of a startup with the “wow factor” of its innovation. It’s true that some massively successful startups, such as Tesla and Google, were founded on genuinely significant technological breakthroughs, but those are a small minority, and even they didn’t get to where they are on the power of the idea alone. They just happen to get the lion’s share of media coverage and public adulation.

The majority of successful startups, in contrast, integrate previously existing ideas in new ways rather than inventing something utterly original. It’s an approach I call “some assembly required,” as you’ll see in the chapter on choosing opportunities. Often, a relatively small twist on a previously existing business model can lead to big success. For instance, Facebook wasn’t the first social-media platform, but it was the first that required users to use their real identity, which changed the experience. Instagram wasn’t the first service for sharing photos online, but it was the first to offer filters and make sharing fun and social. Dollar Shave Club became a billion-dollar business without a single technological breakthrough. And what was Starbucks at first but a chain of expensive coffee shops that didn’t offer table service but introduced exotic (at the time) espressos and lattes?

One of my favorite examples is Zappos, the online shoe retailer. Not only did founder Tony Hsieh not have a great idea—he didn’t even have a good idea! Letting customers order five pairs of shoes, try them on at home, and then ship back four of them for free? Those high costs made the business model terrible, and despite strong growth, the company was barely profitable before it was acquired by Amazon.

Sometimes breakthrough ideas can even have a negative impact. One company that we started and funded at Domain used a cutting-edge technology to insert human genes into mice. That was a real innovation, and we were smitten by the science, but we searched in vain for a viable business to apply it. We tried to develop a testing laboratory for new products that used “humanized mice,” but it didn’t get off the ground because the current methods of animal testing were too entrenched. We then pivoted to trying to use the technology to grow new organs. That also didn’t work—too many differences between mice and men.

Beyond your idea, the team you hire and manage will also be a make-or-break factor in your startup’s success. So will your effectiveness at raising capital and executing through tough challenges, as we’ll see in the chapters ahead. A great way to lose money is to say, “This idea is so good that even with idiots in charge, we can’t possibly lose money.”

WHY SHOULD YOU LISTEN TO ME?

This book isn’t a memoir, but knowing my background will help you see why I’m neither a rah-rah cheerleader nor a Debbie Downer about entrepreneurship. So here’s the short version of my long and winding road, which has been filled with at least as many flops as successes. I’m actually proud of those flops, along with the more than forty successful companies I’ve helped launch and the tens of thousands of jobs I’ve helped create. Startups are a game of home runs and strikeouts, and it’s no coincidence that the best home-run hitters of all time also struck out more than their peers.

My first job after college was with a management training program at New York Telephone. They started me in sales, pitching phone services to small businesses. I sold the first electronic switchboard in New York City, but it didn’t work well. We made multiple unsuccessful attempts to fix the problem, sending out a supervisor, then a manager, then the head of engineering. I’ll never forget the next call I got from the customer: “Mr. Dovey, you keep sending out people with nicer and nicer suits who know less and less.” That was a good lesson in separating competence from job title.

A week later he called back to ask what I was doing for lunch. When I said I was free, he replied, “Great, come to the corner of 7th Avenue and 14th Street, so you can catch this thing when I throw it out the window!” We eventually did repair that switchboard, but it was a harrowing few weeks.

I wasn’t a natural salesperson, but I got good enough to get promoted to sales manager. While still in my early twenties, I was managing seven sales reps in their thirties and forties and earning enough to get married, buy a house, and start a family. But I started to get bored and restless. One of my mentors had gone to Harvard Business School and made it sound exciting. But it was scary to give up job security and a good salary for an unknowable future. I’ll never forget asking my grandmother, an English immigrant with a Cockney accent, for her opinion. As I showed her my carefully written list of the pros and cons of business school, she looked me in the eye. “Forget about that list. If you don’t do it, will you be kicking yourself in the arse in ten years?”

A few years later, MBA in hand, I landed at Howmet, a fast-growing manufacturer of sophisticated metals, which was more exciting than the phone company. I gravitated to the medical-products side of the business—artificial hips, knees, dental implants, and so on. Within two years, I was running my first business unit and loving the fact that I’d get credit for its success or blame for its failure. I had a great boss who gave me a lot of latitude.

One of our customers was Survival Technology Inc. (STI), a startup founded by a distinguished cardiovascular researcher named Stanley Sarnoff. He had invented an automatic syringe system that could make it easier to save patients who were having a heart attack. STI was a side project for him, an attempt to commercialize his invention. But he knew nothing about running a startup, so he hired me to run it for him. I wasn’t restless at Howmet, but the STI opportunity was too exciting to pass up.

At first, STI was just two engineers, an accountant, an office manager, and me. That startup became my life for the next ten years, as it grew to become one of the ten fastest-growing companies tracked by Inc. magazine. Dr. Sarnoff’s auto-injector technology, originally designed for heart attack patients, evolved into the EpiPen, which has saved countless lives as an emergency treatment for allergic reactions.*

THE GRASS IS ALWAYS GREENER IN A FORTUNE 500 BOARDROOM

Though I loved STI, I still thought often about what it would be like to run a Fortune 500 company, perhaps as a side effect of Harvard’s snobbery toward startups. So I got excited when I was recruited to become president of the medical-devices division of Rorer, then a leading pharmaceutical and medical-device company. About a year later, I was promoted to EVP for all of Rorer’s strategic planning, plus pharmaceutical R&D, while still running my own division. They were setting me up to become the next president and COO to support a new CEO.

During my three years as president of Rorer, I was responsible for streamlining it by making deals to buy and sell product lines and entire units. I also helped the company shake off the mentality that we were just trying to do the same stuff better, not anything new.*

On the downside, corporate-office politics started wearing me down. For instance, one evening I was on the phone with the head of our German operation, dealing with a serious manufacturing problem, when our CFO barged in, insisting he had to speak with me. I waved him into my office and braced for whatever financial issue required my immediate attention. His “urgent problem” was that our VP of human resources had a better parking spot than he did. I was too stunned to reply.

My assumption had once been that if you climb high enough in a big organization, you can escape office politics. The reality is that you not only can’t escape it; you’re expected to help maintain it. I found myself spending countless hours settling debates about the cafeteria’s paint colors or how much snow justified declaring a snow day. My attempts to say, “Who cares, let’s focus on what’s important” were not appreciated.

The final episode that pushed me over the edge was a lengthy meeting with thirteen top-level executives on the crucial issue of . . . the Christmas party. Should it be paid for by employees, the company, or a combination of the two? I thought it was obvious that we should expense it and that the question barely required thirty seconds of thought. But after more than an hour of debate, when we still couldn’t reach consensus, our
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