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            Introduction

         
         You can’t help but be impressed by the widespread enthusiasm for entrepreneurship today. What started as pockets of largely
            government-funded research and development in the United States following World War II has bloomed into a global economic
            phenomenon. Thirty years ago, entrepreneurs were a rare breed of iconoclast. The second wave of Silicon Valley (the first
            being semiconductor companies like Intel and National Semiconductor, thus the name Silicon Valley) was led by hippies in search
            of a personal technology utopia. Compared with today’s sophisticated army of founders, equipped with glossy pitches and ambitions
            measured in billions, not just millions, those flower children were naïve, wide-eyed idealists.
         

         
         And while Silicon Valley is still iconic, the entrepreneurial explosion is global: Stockholm, Berlin, Cambridge, London, Tel
            Aviv, Bangalore, Hyderabad, Beijing, Shanghai, and on and on. There is no monopoly on innovation. There is invention wherever
            there are smart people, and that is everywhere. Even the name Silicon Valley is a misnomer. What started in the orchards north
            of San Jose is now in full bloom up the Bay in San Francisco, as well as in Oakland. But entrepreneurship is more than mere
            invention; it is the best practice for creating market value from innovation, with limited resources. And while it is remarkable
            how quickly other places in the world are narrowing the gap between themselves and Silicon Valley, there is still an advantage
            to the incumbent.
         

         
         Is it the venture capital? Yes, but . . . The but being that capital follows opportunity; it doesn’t create it. As other places on the planet demonstrate monstrous financial
            successes like Baidu and Alibaba, Skype and Spotify, investors will follow.
         

         
         Is it the attitude toward risk? Sort of . . . For more than seventy years, Silicon Valley has developed a constructive view
            of failure. Realizing that success is not within anyone’s control—unless you failed for being dumb, lazy, or criminal—the
            Valley doesn’t punish you for your business failures; to its great advantage, it puts your hard-earned experience back to
            work on the next big thing. Compare this with most other business cultures, where failure disqualifies you from future opportunities.
            Still, it is hard to argue that bold entrepreneurs in China, Israel, Sweden, and elsewhere aren’t comfortable with the same
            daunting levels of risk.
         

         
         Is it the experienced talent? Yes, and . . . The and being that it’s not simply that the best talent comes to Silicon Valley from all over the world to seek their fortunes; it’s
            that successful talent stays in Silicon Valley and reinvests itself in each new generation of entrepreneurs. While a successful
            European entrepreneur may make a hasty retreat to the South of France, in Silicon Valley the winners double down as angel
            investors, venture capitalists, board members, advisers, coaches, and mentors. If you walk into a Sand Hill Road venture capital
            office and see a gray-haired, lanky bloke in Birkenstocks sitting across the table from a young woman in jeans and an untucked
            shirt, chances are she is an entrepreneur getting a direct hit of wisdom from a mentor who has been down a similar path more
            than a few times before. He may already be wealthy enough not to care whether the meeting will turn into money, but he is
            intent on staying relevant by sharing hard-won lessons with a new generation of aspiring entrepreneurs.
         

         
         Have you ever felt like everyone else knows something they just aren’t telling you? That no matter how close you get to the
            source of money, talent, and wisdom, you can’t quite get through the door? The ability to help entrepreneurs accelerate past
            this stage of confusion is the Silicon Valley advantage. It’s not the big things; it’s the little things—the wealth of experience,
            the tricks of the trade, the wisdom shared by the winners but somehow just out of the reach of the contenders.
         

         
         That is why we wrote this book.

         
         Collectively, we have been privileged enough to have front-row seats in this world for the past forty-five years. I have been
            a partner at the venerable venture capital firm Kleiner Perkins since 2005. I started as a lawyer and entrepreneur in Silicon
            Valley more than thirty years ago. I am a bit of a jack-of-all-trades—an entrepreneur, a seasoned CEO, and an investor all
            in one. My operating career spans decades, beginning with a private legal practice in technology law and then moving on to
            positions as senior counsel at Apple, co-founder and VP Business Affairs at Claris Corp., CFO and VP Operations at GO Corp.,
            CEO of LucasArts Entertainment, and CEO of Crystal Dynamics. I have invested in and sat on the boards of dozens of innovative
            startups, like WebTV, TiVo, RPX, and Nest, as well as many social ventures. In the 1990s I created the role of “Virtual CEO,”
            partnering with innovative founders to help them develop into leaders and turn their ideas into businesses. I also wrote The Monk and the Riddle and co-authored Getting to Plan B and I F**king Love That Company. For the better part of a decade, I taught entrepreneurship at Stanford University.
         

         
         Jantoon first parachuted into his role as an executive of a Silicon Valley–backed venture almost a decade ago. He spent the
            earlier part of his career in mergers-and-acquisitions investment banking at Morgan Stanley and in special-situations investing
            roles at Goldman Sachs. He came to Silicon Valley with great admiration for its bold, boundless thinking. Soon, however, Jantoon
            realized that, while dreaming and innovating are fundamental to Silicon Valley’s success, without excellent execution it is
            all for naught. He noticed that entrepreneurs were constantly reinventing the wheel, oblivious of the hard-learned lessons
            of their predecessors. Despite having access to a sophisticated board and several hundred millions of dollars of investment
            from many of the leading venture funds, strategic investors, and sovereign wealth funds, Jantoon experienced firsthand the
            failure of operating discipline that results from a lack of alignment between founders, management, investors, and the board.
         

         
         We first met at a Kleiner Perkins event. When I discovered that in between jobs, Jantoon spent his time climbing twenty-thousand-plus-foot
            peaks and diving five hundred feet below the sea, we became fast friends. We would get together whenever Jantoon came to town,
            largely to catch up on his latest adventures, but inevitably our discussions returned to business. Specifically, to what really
            was going on in the Kabuki Theater of venture capital and startup boards. Jantoon thought he knew the rules, but at some point,
            the boardroom always seemed to tilt on him, and he was loath to believe that smart people could do such dumb things. He kept
            wondering what he was missing.
         

         
         And so our chats became freewheeling romps, psychological analyses, and financial forensics. Jantoon caught on quickly and
            began seeing the light behind the shadows. As he understood more about the business of venture capital, the incentives for
            directors, and the magical investment math of the capitalization tables, things started to click.
         

         
         Jantoon had also developed a close relationship with Tom Perkins, one of the pioneers of venture capital. This wasn’t a surprise
            to me: Tom always loved freethinkers, adventurers, and iconoclasts. He is a legend in Silicon Valley. His career spanned entrepreneurship,
            senior management, and, most notably, venture capital. In 1972, Tom formed Kleiner Perkins Caufield and Byers with his co-founder,
            Eugene Kleiner. Their partnership and legacy have given life to some of the most significant and innovative businesses in
            the world: Google, Amazon, Nest, Intuit, Netscape, Sun Microsystems, Compaq, Tandem, Genentech, and many others. Tom became
            Jantoon’s mentor, swapping his own stories about the inside workings of startups and venture capital.
         

         
         In Tom’s time, entrepreneurs and investors set out to grow businesses meant to last. The market’s emphasis on the fundamentals
            of value gave them little choice. There were no quick exits. Tom had to build sustaining value by rolling up his sleeves and
            committing for the long haul; he locked arms with the entrepreneurs he invested in, roaming the halls of his portfolio startups
            and assisting directly in decision making and execution. He was an engaged and experienced partner to the founders.
         

         
         Today, despite the startling levels of venture capital available, entrepreneurs aren’t getting the hands-on help and guidance
            they need. Many board directors and investors lack any relevant operating or entrepreneurial experience, and they are content
            to play passive roles. These days, the financial industry gamut—from hedge funds, pension funds, and private equity firms
            to universities, family-run foundations, and foreign governments—are all chasing the same billion-dollar unicorns. Many venture
            capitalists are notorious for making absurd predictions and statements, especially through social media and the fanboy press,
            without ever being held accountable for outcomes. Erratic behavior among investors and directors confounds rational performance.
         

         
         Entrepreneurship risks becoming just another fad, a lifestyle rather than a passion. When asked about their plans, so many
            young people answer that they want to be entrepreneurs without really understanding all that it entails. They have been sold
            a pitch of free food, unsupervised work, open offices, fun-loving camaraderie, and a chance at the gold ring. But being an
            entrepreneur is not just about living the life; it’s about the hard work of bringing to life meaningful innovations and creating
            valuable businesses from them. Having an idea is not good enough; knowing how to make that idea a reality is what counts,
            and that is what this book is about.
         

         
         There is a lot of attention paid to the many missteps of entrepreneurs, and with good reason. Their mistakes and transgressions
            don’t affect just them; they affect the lives of millions relying on their innovations and can cost investors tens or hundreds
            of millions of dollars. If someone learns to drive in a beat-up Honda, the Honda will come back dinged. And if they learn
            to drive in a Ferrari, no one should be surprised if the Ferrari comes back dinged as well. But those dents are much more
            expensive and consequential, and there is far less tolerance for them. Entrepreneurs today don’t have the luxury of learning
            by trial and error; they need all the help that experience and wisdom can bring, as fast as they can get it.
         

         
         That’s why we’re offering straight talk for entrepreneurs in the pages that follow. Here we’re sharing the “secrets” and rules
            of thumb we’ve gleaned from decades of being on both sides of the table—originally as entrepreneurs looking for advice and
            more recently as mentors trying to cut through the confusion on behalf of those who seek clarity. Consider this your playbook
            for understanding what venture capitalists and directors are really thinking so that you can be better partners with them.
            We hope to accelerate your learning, and save you from a few dinged doors along the way.
         

         
         We cover a range of topics that every entrepreneur faces, especially in the early stages of launching their venture: planning
            and pitching, investors and board members, funding and liquidity, management and operations. While there are plenty of tomes
            on entrepreneurship, we have distilled our discussions and experience to the bare essentials: our 100 rules. You may know
            a little or a lot about a few of these topics, but unless you are a veteran entrepreneur, chances are you haven’t yet pulled
            all the pieces together into a coherent game plan. You must be fluent in all the issues facing entrepreneurs if you hope to
            win. This book will help you do that.
         

         
         We refer to these insights throughout as “rules,” but we are fully aware that there are no hard-and-fast rules that apply
            to every situation. Circumstances differ. Nevertheless, these entrepreneurial best practices have been burnished by experience
            and have survived the test of time. They aren’t merely good pieces of advice; they are the prime directive. Learn them, understand
            them, bend them, and break them—but don’t ignore them. They will get you through the sticky times and fortify you in the best
            of times.
         

         
         This book is divided into five parts: Mastering the Fundamentals; Selecting the Right Investors; The Ideal Fundraise; Building
            and Managing Effective Boards; and Achieving Liquidity—the areas that we saw could readily be improved with some good old
            blocking and tackling. It draws from all three generations of our venture experience. Straight talk and the inside scoop—that’s
            our mission in writing this book. Read it in any order and refer to it whenever you need the benefit of experience. Whether
            you are an entrepreneur, manager, investor, board director, or student of business, this is the playbook for anyone who ever
            wondered, What is really going on behind the curtain, and how can I take control and beat the odds?
         

         
         
      
   
      
      
      
         
            Part 1
Mastering the Fundamentals

         
         The rules in part 1 address the fundamentals of preparing a startup business plan, obtaining the best funding, and engaging
            the most effective board members to help support the mission.
         

         
         There are shelves of textbooks and manuals that purport to teach entrepreneurship. We instead focus our attention on just
            the essentials. The crucial things, like creating two financial plans, not one; hiring part-time experts rather than full-time
            trainees; knowing what to measure and the pitfalls of doing it too early; and the criticality of unit economics and working
            capital. There is a lot to know about startups, but we want to make sure you know a few key rules by heart.
         

         
         And we cast a wide net: telling your story with your financials, practicing minimally invasive management, recruiting with
            the thoroughness of a preflight checklist, and taking advantage of disappointment, to name just a few of the topics. You may
            consider yourself a connoisseur of all things entrepreneurial and be an avid follower of the Twitter musings of smart investors
            and founders. Perhaps you are up to the second on who got funded and what new idea just launched. You may already have a deep
            understanding of one or more of the startup food groups—engineering, finance, operations, management, marketing, and sales.
            But unless you have been in the game a long while and are on a first-name basis with those tweet-lebrities, chances are you
            haven’t had a chance to assemble a complete understanding of exactly what matters and what doesn’t. In this section we pull
            from all the skill sets to provide you with a firm foundation for beating the odds.
         

         
         
      
   
      
      
      
         
            Rule 1
Starting a venture has never been easier; succeeding has never been harder.

         
         Whenever we hear this platitude recited for entrepreneurs, we see the faces of the wannabe founders light up. Unfortunately,
            while they are rejoicing at the ease of getting started, they seem to miss the second part entirely: it is really hard to
            succeed. It’s a bit like learning a new language: you master “hello” and “goodbye” and then you have to face the arcane rules
            of grammar that stand between you and fluency. Easy to start, hard to succeed. This book is all about making the hard easier.
         

         
         So why is it so easy to start something? First, venture capital is plentiful in the dominant hubs of innovation, especially
            Silicon Valley. This may reflect a wrinkle in time. Since the Great Recession of 2008, interest rates have been depressed
            worldwide. This means that hungry investors have had to stray into areas of risk usually reserved for experienced startup
            investors with plenty of intestinal fortitude. Sovereign funds, growth funds, private equity funds, and strategic corporate
            investors are chasing higher returns and ignoring the risk that accompanies them. And then there are the newly minted angel
            investors, individuals who find themselves with an excess of discretionary means, often because of their own entrepreneurial
            success, who become relatively casual funders of new ideas. These dynamics may present professional investors with reason
            to worry, but it’s a positive development for entrepreneurs raising money. With a greater supply of capital from an array
            of sources, raising money is easier than ever, and deal terms favor the entrepreneur.
         

         
         So why is it harder to succeed? More money brings more startups, which crowd markets with more competition hell-bent on rising
            above the crowd. That fuels irrational behaviors, such as “non-economic growth.” Non-economic growth is when you price your
            product or service lower than the amount that the product or service contributes to the operating income of the business—for
            instance, when you sell ready-made meals delivered to the home for $10 while spending $5 on ingredients, $3 on preparation,
            $3 on packaging, and $5 on delivery. Most kids with a lemonade stand would see the folly of this business model. But the hope
            is that you can win more loyal customers faster than your competition while slowly lowering costs and raising prices. The
            problem is that once one company starts down this road, investing its venture capital in acquiring customers who are only
            coming for the free food, all the other competitors need to follow suit. Massive amounts of capital are wasted because one
            or more parties have raised a war chest that allows them to bleed red ink, at least for a while. Combine that with the fact
            that almost any new idea brings clones raising their own war chests and it’s no surprise that the competitive landscape becomes
            crowded and non-economic.
         

         
         Hiring, too, becomes more difficult and more expensive. Your employees act like free agents rather than comrades in arms,
            updating their LinkedIn profiles the day they start and ready to move to the competition at your slightest misstep. Real estate
            is scarce and dear. And the experienced mentors and directors who can help navigate all this, if you can get their attention,
            are stretched to the limit.
         

         
         So while it’s easy to get started, money and talent are spread thin by the proliferation of competition as investors gamble
            on trends over substance. But if you know the rules and understand everyone’s motivations and peculiar self-interest, you
            may be able to win nevertheless.
         

         
         
      
   
      
      
      
         
            Rule 2
Try to act normal.

         
         There is nothing normal about being an entrepreneur. The norm is not to turn down or leave a well-paying job with benefits.
            Or to put your family and friends on hold for years while you devote every ounce of energy to an idea that others likely view
            with plenty of skepticism. It’s not the norm to sleep on a futon under your desk, sipping energy drinks by the case and eating
            some god-awful synthetic food bars because there just is not enough time in the day to do everything that needs to be done.
            Or to look over your shoulder obsessively to make sure the competition isn’t coming for you. And it certainly is not the norm
            to risk your career and livelihood on a dream and a prayer. Entrepreneurs need to believe, irrationally, that they are immune
            to the forces that defeat the normals every day and that they can succeed where a host of others have failed.
         

         
         Venture capitalists have one of the greatest jobs in the world. They get to sit across the table from passionate strangers
            who hallucinate the future for them. These entrepreneurs tell investors about a future they haven’t even imagined and how,
            with some money, talent, and a little luck, they can make it a reality. (Actually, they usually leave the luck part out, but we know better.) The investor then has the privilege of choosing which precious lunatics to join on their journey.
            Great entrepreneurs have a gleam in their eye and a chip on their shoulder. They can’t contain themselves. If only you could
            dream the dream with them and dismiss the obvious obstacles to success. It’s the lunatics who change the world, not the normals.
         

         
         You might think, with all the fawning press and deafening hype insisting that everyone quit their day job and become an entrepreneur,
            that entrepreneurship is for everyone. If the classic movie The Graduate were made today, Dustin Hoffman’s character would be advised to pursue startups, not plastics.
         

         
         When meeting potential investors and comrades in arms, however, you must try to act normal. Don’t let them know you are one
            of those precious lunatics hell-bent on changing the world until you’ve gotten to know them better. You don’t want to scare
            them off right at the start.
         

         
         Entrepreneurs are the exception, not the norm.

         
         
      
   
      
      
      
         
            Rule 3
Aim for an order-of-magnitude improvement.

         
         If you are going to challenge the status quo, you have to give people a reason to change their behavior. The biggest challenge
            you face will be the inertia of your customers, who are prone to settling for “good enough.” A successful new venture needs
            to bring at least a tenfold improvement to some aspect of a market or product; we call this the “order of magnitude” contribution
            factor. While ten times is the minimum, a hundred times obviously would be even better.
         

         
         If you don’t target at least an order-of-magnitude goal, you are unlikely to convince your investors and customers to take
            a chance on you. What has to be improved tenfold? That depends on your business. If your product is aimed at improving the
            performance of another product already on the market, try for an order-of-magnitude improvement to capture the customer’s
            interest. If you hope to reduce price in order to dominate an existing market, have a plan to ultimately create an order-of-magnitude
            improvement in the customer value proposition. Remember: your customers don’t know you from Adam, and they need a good reason
            to take the leap, just like your investors and employees. With the flurry of me-too and copycat ventures, this fundamental
            rule is too often overlooked. It’s not easy to deliver a tenfold improvement, but if you can’t, think again before entering
            a crowded market.
         

         
         Another advantage of aiming for an order-of-magnitude improvement is that it provides a wide target rather than a narrow bull’s-eye.
            If you try to thread the needle with an innovation that is just good enough, you may well miss it entirely. But if you shoot
            for an order-of-magnitude change, you may still be in the game even if you miss it by half.
         

         
         
      
   
      
      
      
         
            Rule 4
Start small, but be ambitious.

         
         The most famous and impactful entrepreneurs all have bold ambitions. They envision their innovations driving global change
            and massive opportunities. But unless you are fortunate enough to have a Midas-level track record, you are most likely unable
            to assemble all the resources you will need to chase the entire dream at once. You will have to cut to fit and stage your
            success, systematically focusing your limited resources on proving out the “leaps of faith” (the core assumptions in your
            plan that must be correct for you to succeed) at each juncture, until you can demonstrate to your stakeholders that your business
            is firing on all cylinders and only requires more fuel to reach your destination.
         

         
         If you were Reed Hastings in 1997, and you had a vision for transforming the home entertainment business by streaming videos
            created by your own studio to a global audience, would you have tried to sell that vision to investors in the face of a slow,
            low-quality Internet and dominant cable and broadcast content-distribution players like Comcast and NBC? Or would you have
            sharpened your focus and attacked a large but vulnerable link in the chain—Blockbuster, the retail distributor of DVDs—with
            your own novel subscription service? And when Blockbuster offered to acquire your company and make you wealthy, would you
            have sold? Or would you have moved toward a strategy of distributing the existing library of movies over the Internet as the
            speed and the quality of service improved?
         

         
         Fourteen years later, in 2011, when Hastings finally decided to train all his attention on the big idea and make a clean break
            with his DVD subscription business—naming it Qwikster to distinguish it from his sweeping vision of online entertainment at
            Netflix—customers weren’t ready, and he wisely backtracked. One step at a time. Ultimately, Netflix has been able to realize
            its vision with award-winning content that is heralded for starting a renaissance of quality home entertainment serving a
            massive, binge-watching global audience. It has taken many billions of dollars, money Hastings could not have hoped to raise
            for such an outlandish idea in 1997. But Netflix didn’t rush ahead of the developing technology, the evolving customer behaviors,
            or the changing competitive landscape. Instead, it successfully conquered physical distribution, online distribution, content
            creation, and global expansion as each opportunity became ripe for the taking. Patience, focus, and tenacity paid off. Not
            to mention an exquisite sense of timing and maybe a little luck.
         

         
         Even entrepreneurs fortunate enough to command the resources necessary to chase the big idea directly need to pace themselves,
            testing fundamental assumptions and removing risk methodically. Rushing leads to missteps, which can lead to wasted time and
            opportunity. In fact, entrepreneurs should always conduct early, low-cost tests of their ideas to ensure that they are on
            the right track and the contribution factor is real. If you grow rapidly based upon your untested assumptions, you risk derailing
            your innovation while squandering your resources on premature commitments made in the wrong direction and with the wrong partners.
            Remove the white-hot risks before doubling down and chasing the dream.
         

         
         
      
   
      
      
      
         
            Rule 5
Most failures result from poor execution, not unsuccessful innovation.

         
         Plenty of people confuse luck for skill. We flatter ourselves and find cause where there is none. The difference between skill
            and chance boils down to repeatability. You need to demonstrate, to your own satisfaction and that of your stakeholders, that
            you have the ability to make it rain whenever you want to, not just when it is cloudy and dark. It’s those operating talents,
            organizational abilities, and know-how that make you a medical doctor, not a witch doctor. We can name plenty of badly designed
            yachts with sloppy crews and incompetent captains that still arrived at port just because there was a fair wind and they knew
            how to use a rudder and fill the sails. They were very lucky to be in the right market environment, but it does not mean they
            were good leaders, managers, or innovators. Even turkeys can fly in a high wind, and broken clocks are correct twice a day.
         

         
         Timing is critical. If you are right about the market but wrong about the timing, you will fail just the same. I know of a
            venture capitalist whose response to each new business idea was “I had that idea ten years ago.” Well, great, but ten years
            ago you would have failed, because the market conditions for success were absent. Now is the only time that matters. Can you
            deliver your product today at the right price, with the essential features, in a market ready for the improvements complete
            with the distribution channels needed to meet the demand? If so, you are ready.
         

         
         While Steve Jobs (this wouldn’t be a book on startups if it didn’t mention Mr. Jobs) was a prodigious oracle of market trends,
            an equally important but less appreciated strength was his uncanny ability to never ship a product before its time. When Jobs
            returned to Apple in 1997, one of the first things he did was kill the Newton project. Newton was John Sculley’s bid to provide
            a handheld communicator with handwriting recognition and online connectivity. It had struggled for years, fighting the technology
            curve and falling short on both price and performance.
         

         
         Realizing the mismatch of vision and capability, Jobs unceremoniously terminated the project. But he kept brilliant talent
            like Tony Fadell and his sidekick Matt Rogers (who later founded Nest together) working in the area, first targeting digital
            music with the iPod. The technology and content were ready for a portable music player, and he could dominate that market
            while continuing to innovate on the bigger idea of a ubiquitous portable connected device. It was a decade later that Apple
            introduced the iPhone, a quantum leap from the Newton. The technology and batteries were finally cost-effective, the market
            had been primed to carry their entertainment in their pocket, and, by adding a cellular radio and a clever touch interface,
            Jobs finally had what he needed to deliver on the promise of a connected online communicator.
         

         
         Taking a page out of Apple’s playbook, the execution plan for a successful venture is quite simple, with just six significant
            stages of development. But simple plans can be hard to execute; they require the utmost discipline. It’s easy to get carried
            away with your vision and race ahead, betting on your assumptions, but that will introduce risks you don’t need. When your
            innovation proves challenging and the results are disappointing, these setbacks are not necessarily “failures” if you learn
            and quickly refine your approach. You haven’t failed until you stop trying or run out of money. Ventures need to be patient
            through this trial-and-error validation period. This should be the most inexpensive and agile time for a startup. If you needlessly
            compound your risk by building the business before you prove out your leaps of faith, then you lower your chances for success.
            Follow these instructions closely:
         

         
         
            	Stage 1: Idea—develop your idea and assess its attractiveness

            
            	Stage 2: Technology—build the technology

            
            	Stage 3: Product—deliver the product

            
            	Stage 4: Market—demonstrate market demand

            
            	Stage 5: Economics—prove unit economics in real life

            
            	Stage 6: Scale—now, finally, grow your business

            
         

         
         (A mnemonic shortcut: “IT Provides ME Success”—Idea, Technology, Product, Market, Economics, Scale.)
         

         
         The creative process is essentially an execution process, not a eureka moment. As with writing a book, you struggle doing
            the work for some time, hitting your head on the wall without success. But then an insight or a new development allows you
            to break through that wall, and the rest is execution. You can systematically “innovate” and execute your business while minimizing
            mistakes and maximizing your chances for success. In other words, there is some method behind the madness of entrepreneurship.
         

         
         Naturally, the competition sometimes gets so heated, and the market is so prone to a winner-take-all scenario (think social
            networks, or Internet search), that you have to hustle and take additional risks to achieve dominant scale. But that is not
            a damn-the-torpedoes moment of rashness; it’s a calculated strategy for how to accelerate through the six stages of growth.
         

         
         
      
   
      
      
      
         
            Rule 6
The best ideas originate with founders who are users.

         
         In general, the best innovations come from people who personally value and use them. Steve Jobs and Steve Wozniak wanted to
            bring the magic of IBM mainframes into their homes and created Apple Computer to pioneer personal computing. Travis Kalanick
            could not get a cab at a presidential inauguration event, so he created an on-demand car service and called it Uber. Google’s
            search engine was built by Larry Page and Sergey Brin at Stanford as they struggled to make sense of the exploding amount
            of information online. Facebook was initially created by Mark Zuckerberg for Harvard students like himself to “rate” their
            fellow classmates. Yvon Chouinard started Patagonia so he could produce ecologically sound products for himself and his merry
            band of climbers and surfers. Tony Fadell needed a reliable way to manage energy consumption at his mountain home and invented
            the Nest thermostat. Reed Hastings was furious about his late fees at Blockbuster and created Netflix. All of these entrepreneurs
            started with a deep understanding of the needs of the customer because they were target customers themselves. When the market
            responded to their innovations, they built powerful businesses from their ideas.
         

         
         This is a basic difference between an inventor and an entrepreneur. An inventor creates some amazing breakthrough that captures
            the imagination. An entrepreneur innovates a product or service that moves beyond imagination to address a real customer need
            that presents an attractive market opportunity. And don’t confuse an entrepreneur with a CEO. A CEO brings leadership, strategy,
            and operations to build a successful business from an attractive market opportunity. One person may well be effective at all
            three—inventor, entrepreneur, and CEO—but they are distinctly different roles and competencies.
         

         
         So when your idea is ready for the masses, it’s time to move on to stage 2, building your technology.
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