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INTRODUCTION



Food scarcity, illiteracy, inequitable access to education, climate change, violent conflict in the Middle East, poverty, pandemics: as a society, we face these problems and so many more that are in dire need of solutions. As individual consumers, we also confront problems daily, such as challenges to our sleep-related experiences and confusing dietary choices. In big companies and other established organizations, we face problems that result from doing things the same way for too long, fail to innovate, and risk obsolescence. And our research scientists, on whom we rely to discover solutions to many of these kinds of problems, are frustrated when their standard research methods no longer create the breakthroughs we count on. More than ever, we need to see and empower ourselves as entrepreneurial problem solvers, even if we have been held back by a lack of confidence and training, to develop large-scale solutions with impact.


The premise of this book is that anyone can become an entrepreneur and a solver of problems when armed with the right tools—not just those who conform to the entrepreneurial myth of swashbuckling heroes unbound by rules, on the hunt for unicorns. I have written this book to empower those of you who may not see yourselves as an entrepreneur because you don’t fit this stereotype. This does not mean that the process is easy. It’s challenging, and it can be frustrating and even intimidating. It also does not guarantee you success. But my experience teaching entrepreneurship to thousands of students has shown me that there is a vast, untapped entrepreneurial layer of society that has been neglected because of strong biases the conventional world of entrepreneurship sustains. At the same time, this book is designed to solve a problem all entrepreneurs face: too often, they are making things up as they go, relying on instinct and intuition in places where a structured process would make their lives easier and more efficient and their startups more successful.


Just as all new products need to offer something that differentiates them from their competitors, the See, Solve, Scale Entrepreneurial Process does this in three ways:


• It teaches entrepreneurship as a structured process for solving problems, using an anthropological approach to figure out what problem to solve. This prevents the expensive and often fatal mistake many entrepreneurs make of developing a solution in search of a problem.


• It teaches entrepreneurship as a liberal arts skill. Like other liberal arts, we can adapt its lessons across all types of contexts, from classic business startups to established corporate, nonprofit, and governmental organizations, and even more unexpected contexts like academic research labs. Studying history in college did not make me a historian, any more than learning the scientific method makes people scientists. And yet I have drawn on my history training, and science students draw on theirs, in all sorts of unexpected ways. The See, Solve, Scale Entrepreneurial Process has produced many traditional entrepreneurs, including some you will meet in these pages. It has also empowered many within established organizations and elsewhere who previously had not seen themselves as entrepreneurs.


• It is based on rigorous scientific research and is animated by entrepreneurship experiences—my own and many others’. This practice-backed-by-research draws from my combined roles as entrepreneur and teacher.


Once you see how See, Solve, Scale works, you will see why the standard notion of who can be an entrepreneur is so limiting. If you are what I call an “entrepreneurial underdog,” you will become unleashed from selfdoubt and armed with a system proven to help you tackle this process. If you are an investor, you will start to uncover a broader pool of potential entrepreneurs whom your competitors may never consider. Among the things you will learn:


• Entrepreneurs do not need abundant resources. In fact, early in this process, scarce resources can be a benefit and abundant resources are often a burden. After reading this book, you won’t worry about not having enough money, expertise, education, or pedigree. And if you happen to have abundant resources, you will learn techniques to prevent those resources from getting in your way.


• There is no “entrepreneurial psychological type.” For example, you do not need to be an extrovert. In fact, the creative strategies of introverts add disproportionate value to entrepreneurship teams. Research I will share proves that diversity is a critical characteristic of successful entrepreneurship teams. As an important part of this diversity, different personality types complement each other and lead to greater success. You will no longer feel blocked because your personality differs from the image of the stereotypical entrepreneur.


• Entrepreneurs do not need to come from, live in, or be trained by the “right crowd,” such as Silicon Valley, developed countries, or elite universities. They do not need to adhere to gender and racial stereotypes. I realize that when only 2.3 percent of venture funding goes to women,1 1.5 percent to Latinx founders,2 and 1 percent to Black founders,3 this may sound naive. These dismal percentages are explained in part by research from my Brown University colleague Banu Ozkazanc-Pan and her coauthor Susan Clark Muntean that concludes “an investor is highly likely to rely on stereotypes” when deciding who to fund.4 This approach can and should change. While far too often sexism, racism, and unconscious bias perpetuate these numbers, the hopeful news is that you are more likely to succeed if you recruit diverse team members from beyond your own crowd and beyond your own strong network ties.


• Successful entrepreneurs don’t always invent something from scratch. You can build on prior inventions and translate existing models to new contexts. This knowledge will empower you if you feel stymied or intimidated by your current level of technical, design, or creative skills.
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While entrepreneurs vary in their resources, personalities, and backgrounds, I want to warn you about common entrepreneurial tendencies that can work against you. In their groundbreaking research that led to the development of behavioral economics, Nobel Laureate Daniel Kahneman and Amos Twersky demonstrated that our biased intuition can cause errors in judgment. In Kahneman’s words, they “documented systematic errors in the thinking of normal people, and traced these errors to the design of the machinery of cognition rather than to the corruption of thought by emotion.”5 In other words, as humans, our judgment is influenced by things outside our awareness, even when we think we are being rational and logical. At critical junctures throughout this process, therefore, I will caution you that sometimes relying exclusively on your intuition will be a mistake, as doing so will cause you to make these following common errors in judgment:


• More than half of venture teams are formed with friends and family, though research shows that those teams are less likely to succeed.


• To find and recruit team members, you may be tempted to mine your network of close contacts, yet you are better off tapping your weak ties more than your strong ones.


• Even in diverse teams, many focus on what they share in common, rather than leveraging the full range of diverse expertise and insight available.


• Overfamiliarity can cause us to miss what in retrospect seems obvious.


• Our enthusiasm for solving problems can cause us to converge too early on a potential solution, rather than forming a portfolio of options.


• We rely too heavily on “Corporate Immune Systems,” which reject not only actual threats but also valuable innovations that compete with existing ways of operating.


• Because we tend to think more is better, we cling, we covet, we accumulate, despite the benefits of scarce resources that I reference above.


• We suffer from fixedness—a cognitive bias or a mental block against using something (e.g., an object, an idea, a service) in a new way—which often inhibits our ability to see solutions to a problem.


• In a creative process, we tend to add things, which often makes products more complicated, rather than subtract things, which often yields simpler and better solutions.6


• At the same time, many entrepreneurs have a hard time thinking big as they believe that the way to mitigate the inevitable risk of starting a venture is to keep it small, tidy, and easy to get your arms around. This tendency gets in the way of scaling over the long term.


• Our personal and organizational resistance to failure limits our ability to learn, iterate, and improve, and it reduces our ability to think big.


Because this theme of human error is so powerful, throughout each step of See, Solve, Scale, I have created “Caution” callouts that will help you identify and avoid these common stumbling blocks.
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I began the journey to developing the See, Solve, Scale Entrepreneurial Process as a college undergraduate, when a group of fellow Brown students and I addressed a data-collection and data-management problem that office workers faced, built a software startup to solve that problem, and sold the company to Apple. Perhaps like you, I was a complete entrepreneurship novice, and I discovered I loved learning and doing all the steps in this process. After a period developing my skills at Harvard Business School and in brand management at Procter & Gamble, I spent several more years launching, growing, and harvesting startup ventures in fields ranging from software and advanced materials to consumer products and media.


Teaching anything forces you to zero in on its essence. And so I was able to hone this process during the last sixteen years of teaching the See, Solve, Scale Entrepreneurial Process to over three thousand mostly liberal arts students at Brown University; MBA students at Yale and Tel Aviv University; and corporate, nonprofit, and governmental professionals throughout the world. To date, this process has spawned many successful classic startups that have made their founders millions of dollars, as well as many other successful ventures in the nonprofit world and in other unexpected contexts. These entrepreneurs are creating solutions to significant problems that range from food waste and the deforestation of the Amazon to illiteracy and the Middle East’s transition away from an oil-dependent economy. As my Brown colleague Stephen Porder, a professor of ecology, says, “I spend all semester depressing my students about environmental problems like the climate crisis, famine, drought, pollution. And then I send them to you, Danny, to learn how to solve them.”


In writing See, Solve, Scale, I have embraced and benefited from this same process. In years of both doing and teaching entrepreneurship, I identified an important problem: a much wider group of aspiring entrepreneurs needed a process that would help them solve consequential problems (Step 1: See: Find and Validate an Unmet Need). The structured See, Solve, Scale Entrepreneurial Process I had developed was doing that on a small scale for roughly forty students in each new class (Step 2: Solve: Develop a Value Proposition). And then many of my students nudged me to write this book as the third critical step (Step 3: Scale: Create a Sustainability Model) to share this process with millions of aspiring problem solvers who may not even know they are entrepreneurs.


Among a wide diversity of entrepreneurs whom this process has empowered, here are a few of the classic business entrepreneurs I describe in more detail in later chapters:


• Ben Chesler was distraught when he learned about the billions of pounds of food we waste every year. How could we throw away so much perfectly good food when there are so many people starving? And so he channeled his frustration into building Imperfect Foods—a company that fights food waste by finding a home for “ugly” produce, sourcing it directly from farms and delivering it to customers’ doors for about 30 percent less than grocery store prices. Ben and his team built Imperfect from a startup to a thriving venture-capital-backed company doing over $250 million in sales and saving over 150 million pounds of food waste.


• Gwen Mugodi shook her head in frustration when she realized so few children in her native Zimbabwe and neighboring African countries learned to read because of the lack of native language reading materials. She is now using her startup, Toreva, to publish reading materials in native languages and is teaching African children to read.


• Tyler Gage, Dan MacCombie, Laura Thompson, Charlie Harding, and Aden Van Noppen cringed at the low wages Ecuadorian farmers were paid and at the deforestation of the Ecuadorian Amazon that was devastating these farmers’ land. They launched the RUNA beverage company as a vehicle for empowering Ecuadorian farming families with a fair trade wage and for reforesting the Amazon. They raised over $25 million from investors and ten years after its founding sold the company to Vita Coco.


• Scott Norton wondered why Americans obsessed about a wide variety of mustards, but cared about only one brand of ketchup. To fill that variety gap with condiments that are better for you and better tasting, Scott cofounded and built Sir Kensington’s condiment company and later sold it to Unilever for $140 million.


• Luke Sherwin questioned every part of the mattress-purchasing process and cofounded Casper sleep company, which reinvented the mattress industry and is now generating over $400 million in annual revenue as a public company.


What isn’t “classic” about these entrepreneurs is that they all were liberal arts students who learned the See, Solve, Scale Entrepreneurial Process in my Brown courses and at our Center for Entrepreneurship.


An even wider range of unexpected entrepreneurs learned this process in my workshops in corporate, nonprofit, academic, and governmental contexts throughout the United States, and in China, Egypt, Portugal, Bahrain, Slovenia, South Africa, Jordan, Palestine, Israel, the UK, and Jamaica. Here are a few of them:


• Micah Hendler, a member of the Seeds of Peace peacebuilding organization, figured if Israeli and Palestinian teens could sing together, they could live together, and so he started the Israeli/Palestinian Jerusalem Youth Chorus. It took learning the See, Solve, Scale Entrepreneurial Process for him to envision how to think bigger and to scale his vision into Raise Your Voice Labs.


• May El Batran, an Egyptian Parliament Member, and Dan Stoian, a U.S. Department of State executive at the US Embassy in Bahrain, each saw a need to teach citizens of these Middle Eastern countries how to use entrepreneurship to solve their country’s economic and social problems. Each invited me to conduct See, Solve, Scale Entrepreneurial Process workshops as a catalyst for economic development. When in 2008 May and I led some of Egypt’s first entrepreneurship training sessions, there was barely an Arabic word for entrepreneurship, and the economy was so tightly controlled that the Ministry of Commerce had to approve these sessions. Those students have now become leaders in fields of social entrepreneurship and other movements having impact. And now I return yearly to lead workshops at RiseUp—the Middle East’s largest entrepreneurship summit, teeming with thousands of entrepreneurs from the region.


• Patrick Moynihan, a Catholic deacon, founded the Louverture Cleary School in Haiti to educate young Haitians from very poor families. This was literally God’s work into which Patrick poured his soul for thirty years. Patrick used this See, Solve, Scale Entrepreneurial Process to begin to scale his enterprise to a system of ten tuition-free boarding schools providing 3,600 students with a quality education and 1,200 alumni with university scholarships each year.


• Executives at established companies including CVS, Delta Dental, a large family-owned South African shampoo manufacturer, and a Slovenian hardware manufacturer all thirsted for a way to regain the energy and enthusiasm that had launched their companies years ago. They all have used this process to overcome forces that inhibited their corporate innovation to drive internal entrepreneurship.


• Neuroscientists, chemists, and psychologists who never imagined that entrepreneurship was relevant to their scientific research were shocked to learn that this process could help them reinvent their methods: to discover more meaningful problems to target and to achieve more sustainable outcomes in their solutions. As Brown neuroscientist Chris Moore noted after my Bottom-Up Research workshop, “While I never would have imagined that an entrepreneurship workshop would have helped me see it, your training will now significantly change the way we do brain research.”


Imagine being armed with the same tools that will empower you with a way to solve problems that you care about. Too often when we think about entrepreneurship, we think about only shiny new tech gadgets. There is nothing wrong with those things. But there is another layer. On a deeper level, when you see these and other entrepreneurship examples, you are seeing interesting people using this method to solve important problems. Some of them are making money, some are doing good. Many are doing both.


See, Solve, Scale is a “Swiss Army Knife” that has utility in both expected and unexpected ways. It is everyone’s entrepreneurship. Including yours.
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This book is designed to mirror the experience of my students. Like they do in the classroom, you will explore entrepreneurship as a structured process (part 1); then you will delve into the three discrete steps—See, Solve, and Scale—detailing each step through case studies and examples (part 2); and finally, you will learn how to pitch your venture to investors, team recruits, and other stakeholders (part 3).


By the end of this book you will learn how to:


• Define what entrepreneurship is and see that it applies to a much wider range of contexts than you may have imagined


• Leverage key academic and practical insights to form a successful venture team


• Master the structured See, Solve, Scale Entrepreneurial Process


• Observe and listen like an anthropologist to identify important problems to solve


• Design solutions to those problems initially on a small scale


• Create models to amplify those solutions on a much larger scale


• Hone and enhance your analytical, writing and verbal skills to communicate your solutions


• Develop entrepreneurial confidence in some ways far outside your comfort zones


• Build your entrepreneurial network and stay in touch with me by joining the online network of other See, Solve, Scale readers worldwide


In order for this to work as it has with my students, I refer you to videos and other resources used in class to reinforce your understanding of the material. These are essential. The other part of the course that is essential is developing a network of peers with whom to share ideas and perhaps collaborate. In class, my students work in close-knit groups where they can share and reflect on what they have learned. For you I have arranged a private online group where you can meet and interact with a community of fellow readers and, if you like, to stay in touch with me. You can learn more about this online network and access additional relevant content and resources at dannywarshay.com.


Just like in the classroom, participation is 30 percent of the grade.


Let’s get started.












PART 1



Entrepreneurship: A Process, Not a Spirit


I teach entrepreneurship around the world, and I often hear people describe something they call “entrepreneurial spirit.” It seems to refer to something innate. You either have it or you don’t. I don’t buy this.


Imagine if we taught the engineers in charge of building our bridges to rely on a similar “bridge-building spirit.” That would be insane. In bridge building, there are fundamental principles that follow a step-by-step process that can be taught and learned. While each bridge is different— functionally, operationally, and aesthetically—there is a beginning, a middle, and an end to building a bridge, a structured building process that you can master and apply.


Over the course of my own career, I have launched several successful entrepreneurial ventures. With each new company, I became more mindful of common principles and a series of steps that increased our likelihood of success. It turns out that while every entrepreneurial venture is different, just like in bridge building, there is a beginning, middle, and end to this See, Solve, Scale Entrepreneurial Process that you can master and apply, and this is not dependent on some inherent quality you happen to have.













CHAPTER 1



THE LIBERAL ARTS ROOTS OF THIS
STRUCTURED ENTREPRENEURIAL PROCESS


I studied European intellectual history at Brown University in the 1980s. In those days, Brown was not the first place, or even the twentieth place, you would have thought of if you were interested in business. Then, as now, the university had no business school. It took pride in the purity of its dedication to the liberal arts, and its student body had a reputation for being quirky, progressive, and not pre-professional. It had its own names for things: a major was a “concentration,” letter grades were optional, and even the pass/fail option was known as “SNC” (satisfactory/no credit).


Brown was not a hotbed of students looking to succeed in business. To be sure, some graduates ended up in business careers, and in those days that typically meant working as consultants or investment bankers. Although very few of my peers pursued the startup world, what attracted me to it in the very early days of the tech boom was an opportunity to team up with a few other Brown students on a software venture called Clearview. I was drawn to the romance of being our own boss, as well as to the lure of a lifestyle that stories of Silicon Valley had begun to popularize on campus. The “create your own rules” counterculture reminded me of the Brown ethos I was experiencing as a student. We eventually sold Clearview to Apple.


Although then I did not envision a structured process of entrepreneurship, in retrospect I see some of the early influences on the process that later became the basis of my teaching. I liked the idea of solving a problem that held people back. Based on my partner Matt Kursh’s observations in his father’s medical office, we set out to automate mundane but important office-management tasks. I am sure we did not call it Bottom-Up Research then as I would decades later, but in some ways we were anthropological, as we observed and listened to detect a strong need for automating the design and management of forms that were the front end of data collection in any office. We iterated (again, not knowing that years later that concept would be so central to this process), and we focused our Value Proposition on solving that strong and enduring unmet need. We provided a software system that empowered office workers to create their own beautiful forms on the newly launched Macintosh and then collect and manage data on electronic form equivalents.


I got a rush out of seeing our products in use in all sorts of offices and hearing customers rave about the efficiency impact they were driving. I had never known that something as mundane as office forms could be so exciting. At that point, in the mid-1980s, I didn’t know that entrepreneurship offered an exciting kind of work experience and life. I only knew that I liked it.


Throughout the rest of my career, in several other startups across a wide range of industries, I built on that first entrepreneurship experience. I was never the domain expert in any of them: not the tech-savvy programmer, not the food scientist, not the journalist. Instead, I was focused on the business side of the company, and with each startup, I gained more experience in this structured Entrepreneurial Process. Later, when I circled back to teach at Brown, I was able to see how elements of my own experience could inform a process that I could teach.
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Fast-forward sixteen years. In 2005, I got a phone call out of the blue from Barrett Hazeltine, a legendary Brown engineering professor whose courses were among the most popular in the entire university. The engineering department was looking to formalize the teaching of entrepreneurship, he told me, and it was looking for a successful entrepreneur with a range of business experience. He liked that I had entrepreneurship experience, had studied at Harvard Business School, and that I had also worked at an established company like Procter & Gamble. Would I be interested in returning to Brown to teach?


I had never taught anything. And what the heck did he mean by “teach entrepreneurship”? Was that even possible? To develop our products, my Clearview partners drew on their Brown computer science training and their obsession with Macintosh software, but to grow the business, we had relied on our best judgment and on raw liberal arts skills. Further, Brown still had no business school. In the university’s liberal arts environment, I would encounter students without even basic business training. Barrett explained that the university was responding to the fact that increasing numbers of Brown students were being drawn to the growing popularity of internet startups. It was looking for someone who could meet the needs of Brown students in ways that would integrate the teaching of entrepreneurship into its liberal arts–based curriculum. I’m not sure everyone in Brown’s leadership knew exactly what entrepreneurship was or how it would fit. Still, I liked the sound of what Barrett described. This was an opportunity to return to Brown and teach what I had experienced in my career in the same liberal arts environment I had so valued as a student.


I soon found that I had overestimated my Brown students’ familiarity with business fundamentals. Partway through my first semester teaching, when I asked my students to evaluate the financial status of a company depicted in a case study, a student named Scott Norton sheepishly raised his hand to ask “what’s an asset?” Of course there’s no reason why a college student would know a given business term, and I realized that if Scott— one of my best students (and someone who would later build a wildly successful company)—did not know what an asset was, then neither he nor any of his fellow students had any clue about accounting basics or about how to “keep score” in business. It felt like teaching advanced music composition to students who couldn’t read music.


It was then that something important dawned on me. The point of a liberal arts curriculum, as the former president of Harvard, Derek Bok, had put it, was, “to create a web of knowledge that will illumine problems and enlighten judgment on innumerable occasions in later life.” It was about critical thinking and problem-solving skills unrelated to a specific body of knowledge. Studying European intellectual history had taught me how to formulate important questions, to think critically, to seek and evaluate evidence from primary texts, to use research to develop rational answers, and to communicate persuasive arguments on paper and in a presentation—all fundamental skills that had been essential throughout my career, particularly in my startup roles.


And so I began to worry less about whether my students knew the difference between a debit and a credit. I would arm them with a fundamental skill that all Brown students—regardless of their primary focus of study— could master and apply in all sorts of professional contexts, throughout their lives after Brown. In short, not having a business school restricting what entrepreneurship was or who should learn it was an advantage. It gave me freedom to teach a more expansive approach to entrepreneurship to many more students whom traditional approaches had ignored.


As I distilled the fundamental traits that entrepreneurial startups in my career had in common, they all had a similar objective: to solve a problem. As I mention above, that first startup that I was part of and that we sold to Apple, Clearview Software, identified a data-collection and datamanagement problem that frustrated many office workers. Getaways, a startup travel magazine and internet startup company that I cofounded, sought to address the challenge that hundreds of bed-and-breakfasts faced to attract travelers to their properties. The focus of this particular liberal art—entrepreneurship—that I could teach at Brown, therefore, was a process for solving problems.


To avoid retelling only my own startup experiences, which may not have been replicable or even relevant, I looked for rigorous research and case studies to inform this process. The freedom I had to define and teach a more expansive approach to entrepreneurship also empowered me to draw from a much broader range of academic disciplines than exclusively from the business and technology examples that dominated entrepreneurship. With great pleasure, to highlight this broader potential impact of entrepreneurship, I included a case about the Aravind Eye Hospitals chain in India on my first syllabus. In addition, I created a formal alumni network of my former students and workshop participants, who would provide a continuous feedback loop and enable me to hone, refresh, and improve the process based on their entrepreneurial experiences. For these alumni, this real-time discussion keeps things current and allows them to continue to learn from me and from each other.


Over the subsequent fifteen years, I continued to refine that process as I have taught it to thousands of students at Brown and elsewhere around the world. This structured process involves three fundamental principles that all aspiring entrepreneurs can master and apply.


1. See: Find and Validate an Unmet Need: what is the problem you are looking to solve? This is the most critical part of this structured process and demands an unexpected investment of time and effort.


2. Solve: Develop a Value Proposition: through an iterative process, develop a small-scale solution to that problem.


3. Scale: Create a Sustainability Model: expand your solution to have big, long-term impact.


This structured process applies to a wide range of problems and results in a wide range of Value Propositions and Sustainability Models—not only conventional businesses. In short, as a methodology not an ideology, See, Solve, Scale has empowered my students to solve problems in contexts far beyond business, including research labs, peace-seeking nonprofits, and economic development initiatives of US embassies. Yes, this method has made a lot of people a lot of money, but for many more people, it is about something bigger. Many of these entrepreneurial solutions are “doing well by doing good” and have made the world a better place.


While traditional notions of entrepreneurship focus on business applications of technical inventions, this process has turned out to be useful to would-be problem solvers in a range of contexts. Traditional notions of entrepreneurship focus on business outcomes. This process considers a business model as only one of many Sustainability Models that empower you to solve a problem at a large-scale over the long term.


Just as learning the scientific method does not lead many of my liberal arts undergraduates to become scientists, and learning how to write does not lead many to become professional writers, these fundamental skills prove essential throughout their professional lives. Mastering the See, Solve, Scale Entrepreneurial Process does not necessarily lead my students to become entrepreneurs in the narrow business tech sense. Instead, it proves essential in their wide range of professional endeavors. Entrepreneurship is not just for business anymore.


The See, Solve, Scale problem-solving approach reflects and leverages my own liberal arts background; it draws on influences of the humanities, arts, sciences and social sciences; and it treats entrepreneurship as a liberal art of its own. While this book includes references to familiar entrepreneur heroes like Steve Jobs, you will also encounter insights from Einstein, Pasteur, St. Augustine, Maya Angelou, mathematician Ruth Noller, and James Baldwin. And you will hear an even more diverse set of inspirational voices that the process of writing this book has introduced me to, including sociologist Bertice Berry, botanist Robin Wall Kimmerer, and scholar of Chicana cultural theory, feminist theory, and queer theory Gloria Anzaldúa.










CHAPTER 2



THE BENEFITS OF SCARCE RESOURCES




Don’t engage with someone with nothing to lose. It’s an unequal fight.


—Baltasar Gracián, The Art of Worldly Wisdom







When you ain’t got nothing, you got nothing to lose.


—Bob Dylan, “Like a Rolling Stone”





With every new cohort of students I have to start by breaking down several preconceptions that limit aspiring entrepreneurs. Chief among them is that entrepreneurship rewards those with access to resources: financial resources, team size, time, pedigree, connections, knowledge, and experience. In fact, I tell my students, the opposite is true. Particularly in the early stages of the process, successful entrepreneurs benefit from having scarce resources. Scarce resources provide discipline to fail fast and fail cheap and iterate quickly to discover an innovative solution worth scaling. They motivate you to increase efficiency by collaborating with people who bring complementary skills and experience. In exchange, they often require you to share the risks and rewards of your venture.


On the other hand, paradoxically, abundant resources can hinder you. At times, they can force you to be too conservative. Because you are so focused on preserving them, they blind you to new opportunities and innovations, and you become too fixed on a particular outcome. At other times, they can make you overconfident. By removing the incentive to share risk, abundant resources can motivate you to make bets that you would not make if you had scarce resources. And without the incentive to share risk, you miss the opportunity to collaborate with others who may add value to your venture.


Many entrepreneurial ventures never get started because their potential founders are paralyzed by their perceived lack of resources. The three stories that follow will show you that this should not be the case.



R&R and the Nontrivial Benefits of Total Scarcity


R&R,1 a classic Harvard Business School case study, tells the story of a startup founder, Bob Reiss, who identifies a lucrative opportunity to create a TV-themed trivia board game in the wake of the runaway success of Trivial Pursuit in the 1980s. Bob is a good example of someone who has a great idea but faces some significant hurdles in bringing it to market. He is also a good example of a geographic follower that I describe in more detail in the Solve: Develop a Value Proposition step. He had noticed the success of Trivial Pursuit in Canada and knew from prior experience that successful Canadian products tended to do ten times the sales when they entered the US market.


The hurdles? Bob lacks capital, he has only one part-time employee (an assistant), he has no one on his team who can design a game, manufacture it, or pick, pack, and ship it; he has no recognizable brand; he is not able to do credit checks or collect his customer payments; and what’s more, he estimates that he has a limited window (eighteen months to two years) in which to get in and get out to capitalize on this trivia game’s opportunity’s short life cycle that is inherent in the faddish toy industry.


Bob has no doubt that his game idea focused on TV trivia is lucrative (an assessment that will later be proven correct). But given his basic lack of resources, Bob might well have given up before he got started. Instead, he responded with a discipline that allowed him to think as an entrepreneur to solve for those scarce resources.


After making that list of all of the things he’ll need to get started, Bob determines that he’ll need roughly $5 million in startup capital, a daunting amount to be sure. You probably don’t have $5 million in cash lying around, and you may not think you could raise it. Bob’s response is to shift what otherwise would be fixed startup costs (in hiring a game designer, manufacturing capacity, a sales team, a credit department, etc.), to variable costs that the venture incurs only if and when his product is sold. All of the functions that Bob lacks—design, manufacturing, distribution logistics, finance, sales, and marketing—he outsources to experts. Because he can’t afford to pay them up front, he offers these experts a percentage of sales. This has several virtues. Among them is that it shifts some of Bob’s risk to his partners in exchange for sharing the upside with them if they succeed. It also gives them the incentive to do everything in their power to make that happen. Rather than hiring the designer of the trivia game as an employee or even paying him a lump sum up front, for example, Bob pays the designer a percentage of the game’s eventual sales. Bob will make less money than if he’d had the money to pay everyone up front. But he’ll also incur significantly lower losses if things don’t work out.


Bob eventually brought his game, TV Guide’s TV Game, to market. In the next two years, it would sell over 580,000 units and earn Bob over $2 million. All because he didn’t let his lack of resources stop him from following through on a very good idea.2, 3


Casper Mattress: No Experience, No Knowledge, No Problem




In the beginner’s mind there are many possibilities, but in the expert’s there are few.


—Shunryu Suzuki, Zen Mind, Beginner’s Mind4





As a veteran of the gaming industry, Bob Reiss had in-depth knowledge of product life cycles, relationships with experts to whom he outsourced the business functions, even the initial insight about the potential popularity of a new trivia game. Unlike Bob, many first-time entrepreneurs often face a fundamental scarcity: a basic lack of experience and knowledge. But in the early stages of a startup, this, too, can work in your favor.


In 2014 two of my former students, looking for an entrepreneurial opportunity, zeroed in on a fundamental problem with a product we all buy many times throughout our lives: a mattress. In particular, they identified problems with the process of buying a mattress: you had to go to an uncomfortable showroom, and then follow that with a frustrating delivery service that required you to wait at home for large blocks of time. Further, because none of the big mattress brands appealed to people their age, there were too many undifferentiated choices. And it was unclear how to make a choice that would lead to satisfaction with a product they would live with for years. So Luke Sherwin and Neil Parikh set out to reinvent every step of the buying process. The only challenge? They knew nothing about mattresses other than that you slept on them.


This scarcity of knowledge and experience set them on a course of exploration unbounded by assumptions that guided the industry, which among other things, accepted the idea that a consumer needed to test and buy a mattress in person, and other inconveniences related to delivery and commitment that puzzled Luke and Neil.


Benefiting from their lack of knowledge about why things had to be done a certain way, they began to ask questions. What if instead of shopping for a mattress in an uncomfortable retail showroom, you could shop online from the comfort of your home? What if instead of having to manage a challenging and inconvenient delivery of the mattress, it could be delivered to your door via UPS? What if instead of having to make a highpressured decision to purchase a product that will last eight to ten years, you could try out the mattress at home for up to 100 nights, and if you were not satisfied, you could ship it back for a full refund?


Because the incumbent mattress industry had built up its sales and distribution infrastructure years ago, these assumptions about how you had to sell a mattress had guided them for decades. It took a fresh look from mattress rookies to see the problems and use current technology to create solutions.


All of these new steps of the mattress-buying process are now possible because the Casper founders didn’t know any better. Consumers loved the idea of not having to shop for a mattress in person, and they loved receiving their new mattress in shipments alongside all the other things they were now used to purchasing online. Compared to the long-term commitment mattress stores asked their shoppers to make on the spot, Casper’s 100-night trial gave consumers the confidence they needed to try out this new approach. Casper quickly expanded to more than 1 million customers and generated over $400 million in annual revenue. It raised another $100 million in private funding, bringing its total to about $340 million, and in early 2020 completed an initial public offering5 with its stock sold on the New York Stock Exchange.


Karim Lakhani, an innovation expert and professor at Harvard Business School, reinforces this ability of those like Luke and Neil lacking domain expertise to solve problems: “Big innovation most often happens when an outsider who may be far away from the surface of the problem reframes the problem in a way that unlocks the solution.”6



Pussyhat Project: From Personal Constraints to Inspiration




Freedom is found in the context of limitation.


—monastic proverb





In limitations one can also find inspiration. Jayna Zweiman would have liked to go to Washington to join the hundreds of thousands of others at the Women’s March in 2017. As she told a room full of Brown students, however, she was recovering from a serious head injury that made it difficult to travel or be in large crowds. Undaunted, she sought another way to make an impact. She and a partner conceived the idea of engaging people in knitting circles across the country to create a sea of pink hats at Women’s Marches everywhere. They created a project with a central website where they published their manifesto, shared how to join, and offered a free base pattern for the hats. These came to be known as Pussyhats, both because they included cat ears and as an effort to reclaim a term that the new president had used in a misogynistic statement caught on tape. The hats would make a bold and powerful visual statement of solidarity and allow people who could not participate in person themselves—whether for medical, financial, or scheduling reasons—a visible way to demonstrate their support for women’s rights.7


Jayna acknowledges that her own health experience inspired her to conceive and co-launch the Pussyhat Project. An architect, she likens this dynamic to what she had experienced in designing buildings with what at first appeared a limiting design constraint. As Jayna put it during our interview, “In architecture, from limitations come inspiration. When you look at so many buildings it is clear that someone had to come up with a good way to figure ways around constraints like zoning requirements or costs. And that’s usually what makes the building sing. If you have all the resources you think you need . . . you usually don’t come up with something as meaningful and fantastic.”


Bricolage: Creating Something from Nothing


In Stretch: Unlock the Power of Less—and Achieve More Than You Ever Imagined, Scott Sonenshein of Rice University endorses this power of resourcefulness, of leveraging what you’ve got, of stretching your scarce resources rather than chasing to control more.8 The popular word in the entrepreneurship literature for this approach is bricolage. And it was not a business expert, but an anthropologist, Claude Lévi-Strauss, who first introduced this term. In his landmark 1962 anthropology work, Lévi-Strauss defined a bricoleur as “someone who makes do with whatever is at hand.”9 This term would soon be extended to other fields including sociological ethnography, political science, women’s studies, interpersonal relationships, complex information systems design, legal studies, education, evolutionary genetics, biology, and economics.10


Rutgers entrepreneurship researcher Ted Baker and his research collaborator Reed Nelson define bricolage as “making do by applying combinations of the resources at hand to new problems and opportunities.”11 Supporting the benefits of scarce resources, Baker and Nelson’s research demonstrates how entrepreneurs use bricolage to “create something from nothing.” Entrepreneurs do so “by refusing to treat (and therefore see) the resources at hand as nothing”12 and “by exploiting physical, social, or institutional inputs that other firms rejected or ignored.”13


Recycling and reusing what otherwise we would consider “single-use” products—think Henry Ford reusing his vendors’ shipping crates in the bodies of his cars—are physical forms of bricolage. Engaging customers or suppliers in co-creation is a bricolage approach. Capitalizing on amateur and self-taught skills—like when Oregon track coach Bill Bowerman used a waffle iron to invent the first Nike running shoe—is a typical entrepreneurial form of bricolage. Bricolage can help fill a market “white space”— for example, repurposing magnifying lenses as inexpensive magnifier reading glasses—with products or services that would otherwise not be available. Ignoring, working around, or even not knowing accepted institutional rules are bricolage approaches that entrepreneurs often use when reinventing industry standards.14 The Casper founders are a good example of this last bricolage approach.


One of the most inspirational examples of bricolage I know answered a question that baffled Simon Berry. An aid worker in Zambia, Simon asked why Coca-Cola’s distribution system could deliver Coke bottles to within an arm’s length of everyone on earth, but we had not figured out a way to deliver lifesaving diarrhea medicines to children in developing countries. Simon and his team collaborated with Coca-Cola to design a package of lifesaving oral hydration salts called a Kit Yamoyo that could fit in the available space in between the necks of bottles in Coca-Cola crates. This example of what Scott Burnham calls the difference between “this is” and “this could be” started to expand the distribution network for these lifesaving medicines.15


[image: illustration]


Photo credit: Simon Berry, who figured out that ten Kit Yamoyos could fit into one crate of Coca-Cola by using the unused space between the necks of the bottles.


Most relevant for See, Solve, Scale, Baker and Nelson modify and expand the meaning of “making do” in their application of bricolage to entrepreneurship. “We consistently observed a conscious and frequently willful tendency for firms in our sample,” they explain, “to disregard the limitations of commonly accepted definitions of material inputs, practices, and definitions and standards, insisting instead on trying out solutions, observing, and dealing with the results.”16 By not focusing on “limitations” of one kind or another that might make our approach unworkable, and by trying something and adjusting based on the results, we end up with something more valuable.


I love sharing this counterintuitive insight about the benefits of scarce resources and the stories that prove it when students worry that entrepreneurship for them is impossible because they lack money, or experience, or high-level connections. My students at Brown and around the world worry about this. Everywhere from Providence to Zhengzhou, China, Ramallah, Palestine, and Kingston, Jamaica, seeing Bob Reiss in action has a perceptible effect on their body language—you can see the students straightening up, getting excited as they realize that their relative lack of resources might just work in their favor.


When I taught my Entrepreneurial Process course in China, after the session on the benefit of scarce resources, a student named David thought of the idea for a more-convenient, less-expensive workout facility. He had wanted to open a gym, but the lack of affordable space to open a typical workout facility had deterred him. Now, he reconsidered. As he puts it, “what we usually see is the ‘Walmart size’ gym, which is in a huge space, a wide range of expensive equipment, open for limited hours. Ours is a 24-hour ‘7–11 store’ type of gym: only 300–400 square meters, good location, app-based, with smart controlled devices, providing super convenient services at a competitive price.” David’s customers can buy long-term or short-term memberships, and even purchase by the hour on their app. Their app controls registration for personal trainers and group exercise, and smart devices control the door and lighting systems, so they don’t need employees on-site in the middle of the night. David calls their spaceconstrained approach “4 A.M. Fitness,” and says it was inspired by NBA star Kobe Bryant, because, as David says, “he was known as the hardest trainer in the league.”


Scarce resources spur creativity, impose discipline, and push us to think beyond what has been tried and true. I hope it’s clear by now that you should not let concerns about your lack of resources deter you from following your entrepreneurial path.


Burdens of Abundant Resources




Freedom’s just another word for nothin’ left to lose.


—Kris Kristofferson, Me & Bobby McGee







It is impossible for a man to learn what he thinks he already knows.


—Greek Stoic philosopher Epictetus





The flip side of scarce resources being a benefit is that abundant resources can be a burden. They can make you conservative about protecting those resources and therefore reluctant to risk them when facing opportunities. Being flush with abundant resources can also make you overconfident and thus vulnerable to new competitive threats and complacent about the need to innovate. If you are like Luke and Neil, this creates an opportunity to compete against industry incumbents stuck in their ways because of this burden. If you are someone in that incumbent industry, this flip side may be an important warning that you need to address.


Before reading about R&R above, who do you think would be more likely to capitalize on a game opportunity, especially considering the time constrained by the faddish nature of the product with a limited life span—a one-employee startup lacking the in-house functional expertise needed to execute, or a world-class toy company with tens of thousands of employees and billions of dollars in assets? I would have bet on the big toy company, and if you are like most rational people, you would, too. Yet, often a longstanding world-class company, and its smart managers, as professionals, have too many resources to lose to risk pursuing this board game opportunity.


It turns out that entrepreneurs have different risk/reward profiles than non-entrepreneurs. Consider Bob Reiss—the entrepreneur in R&R— versus the VP of product development at a big toy company. What’s the upside for that VP’s career—not from the company’s perspective—of pursuing the game opportunity? A pat on the back? At best perhaps a promotion? Maybe a small bonus? In such a large company, most employees do not have a meaningful stake (equity ownership or otherwise) in the success of the opportunity. What’s the downside of failure? The VP could lose her job.


Now consider Bob. If the game opportunity that he and his outsourced team have created succeeds, he has unlimited potential upside. There’s no guarantee that he will achieve that level, or any level, of success. But even as he has shared some of that upside with his outsourced partners, a percentage of infinity is . . . infinity. So, in contrast to the VP at a large game company, Bob has significant potential upside if his venture succeeds.


What’s Bob’s downside? He invested zero dollars of his own money. His house is not on the line. He did not max out his credit cards. The capital and resources for this new venture came from one outside investor and from all the various outsourced partners whose resources Bob has attracted. One meaningful resource that might lose value if this venture failed is his social capital—his reputation, his professional and personal relationships that he has developed over the years, which have enabled him to call upon, say a game design expert to create this new product, or the firm that will do credit checks and collect his receivables. Compared to a VP of Product Development’s risk/reward profile, however, Bob’s looks attractive: unlimited potential upside and no catastrophic downside.














	BIG TOY CO. VP


	BOB REISS







	Modest Upside


	Unlimited Upside







	
• Promotion


• Pat on the back


• Bonus



	• A % of infinity is . . . infinity







	Significant Downside


	Modest Downside







	• Lose her job


	
• No $ invested


• No credit card debt


• No house on the line


• Hit to social capital









Given her unattractive risk/reward profile, what might the corporate VP do? What might her tendency be when she sees this new game opportunity cross her desk? She might start relying on the abundant resources they control to try to reduce their risk. Deploy teams to do more research perhaps in focus groups. Tell the legal teams to take an even closer look at the patent landscape to double-check they are not infringing on anyone’s intellectual property. Triple-check that the manufacturing process in which they just invested their resources is producing perfect products. All rational decisions to protect the resources they and their companies currently control. All decisions that as the big toy company’s shareholders, we might rationally support; and behavior that is based on their control of abundant resources. But this is all behavior that will make them miss these new opportunities.


But hold on. All hope is not lost for corporate managers facing these kinds of obstacles. Like Bob Reiss, even these established company managers can deploy See, Solve, Scale. If this is you, as you will see as we progress through the three steps, you can use an anthropological approach to see that there really are new problems that your existing products are not solving, problems that your overconfidence or even hubris may have caused you to miss. You can adopt mindset guidelines I share below that can help you overcome the burdens of your abundant resources and solve those problems. And eventually when it comes time to scale these new solutions, you can learn how to use your resources to your entrepreneurial advantage.


[image: illustration]


I want to share one more example of a company that was a leader in its field. Its wealth of resources made it overconfident, vulnerable to a new competitive threat, and complacent about the need to seek new opportunities. When Tony Ridder was appointed CEO of the company that bears his family name, the media company Knight Ridder, which published newspapers, had sustained success in its field. Newspapers are an example of an industry that until the internet age had what we call “high barriers to entry,” meaning that there were obstacles that new newspapers would have to overcome if they wanted to compete with established newspapers. Those barriers included high up-front costs to get started (e.g., printing presses) and loyal circulation bases. Those seemed to ensure the established company robust profit margins into the foreseeable future.


The foreseeable future arrived with the advent of the internet as those strong barriers to entry began to fall. None of these new online entrants needed to spend lots of money on printing presses and distribution to get started. And with more targeted content, they could compete against Knight Ridder’s most profitable advertising channels and erode the value of its large circulation bases.


At the time, Knight Ridder seemed a good bet. After all, compared to a handful of unknown startups with limited funding and no experience, it had billions of dollars of assets; thousands of experienced salespeople, Pulitzer Prize–winning journalists, editors, designers, and photographers; and an installed base of subscribers who had been loyal for decades.


The problem? With this abundance of resources, in the form of sales and editorial teams, and a successful newspaper infrastructure, Knight Ridder sought to pursue this new internet opportunity without cannibalizing its current business model. New competitors at the time—startups like Google and Yahoo!—did not have legacy businesses to protect. They also did not have cost structures, hard assets, sales processes, and editorial traditions that inhibited new approaches that the internet demanded.


Knight Ridder telegraphed its focus on its legacy business in the way it described its new mission: to create an online newspaper. In the Harvard Business School case study on the company, Tony Ridder sums this up best: “Our Internet operations were really run by people who came out of the newsroom, so they were editors who tended to look at this more as a newspaper.”17 When they launched, Google, Yahoo!, and the other new resource-constrained startup entrants did not describe their mission in these legacy business terms. They were free to pursue this new opportunity in ways that the established leader, with all of its abundant resources, was not. This freed these startups to invent more personalized and more appealing ways of publishing and delivering content and therefore more targeted and more profitable advertising platforms.


It didn’t help matters that not long before, Knight Ridder had sunk considerable resources into a product called Viewtron—which delivered news to a screen over a phone line.18 Knight Ridder’s leadership felt this new internet looked suspiciously like their failed Viewtron venture. Worse, they remember that Viewtron lost them $50 million. With the embarrassment of this failed experience still fresh in their minds, why in the world would they pursue this new opportunity that looked so similar?


It is tempting to assume that we are all smarter than Tony Ridder and his team. With the benefit of hindsight, we might assume that we would have seen how different the internet was compared to the inferior Viewtron. We would have learned from that previous failure. We would not have been burdened by our abundant resources and would have been brave enough to cannibalize our newspaper business in favor of new internet options. Perhaps. Looking backward it may be tempting to think you would have if you have never known a world without the internet.


The real question is not whether we would have made different decisions then. Today, with similar uncertainty in the face of established resources and promising breakthrough twenty-first-century technologies, the more important question is how will we behave now? If you are at an established company, will you recognize today’s equivalent of the internet threat to your business? Or will your abundant resources burden you to protect them and miss the threat? Will your abundance make you feel overconfident to the point that you miss opportunities to innovate and use your resources to your entrepreneurial advantage? It turns out that you can adopt the process I will teach you in this book to pursue entrepreneurial ventures within legacy companies. This can make the difference between a newspaper business clinging to its old model and a Google or Yahoo! inventing a new one. More on this to come.
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Because we tend to think more is better, we cling, we covet, we accumulate, despite the benefits of scarce resources that I reference above.





The Definition of Entrepreneurship


This brings us to the question of what we mean by entrepreneurship. My definition borrows from a range of experiences and disciplines that I have bracketed below.


ENTREPRENEURSHIP




A structured process for solving problems without regard to the resources currently controlled


A structured process [this comes from engineering]


for solving problems [this comes from my own entrepreneurship experience + liberal arts + engineering]


without regard to the resources currently controlled [this comes from the classic Harvard Business School definition].19


How’s that for a mouthful?


When I share this definition around the world, I see initial looks of surprise, and then heads nod with enthusiasm. It makes sense to students just starting out, to seasoned entrepreneurs, and to aspiring entrepreneurs within established organizations to define entrepreneurship as a method for solving problems, problems that I define as unmet needs. Solving problems and addressing unmet needs are at the heart of any entrepreneurial venture—in Steve Jobs’s personal computers, Oprah Winfrey’s diverse media products, Elon Musk’s electric cars, Charles Schwab’s individual investment platform, Jeff Bezos’s inexpensive and convenient access to books (and now everything else). Grounding entrepreneurship in an ambition to solve a problem will keep you focused, will help clarify your next steps, and will motivate you to take them. Solving a problem under a specific condition of scarce resources will help you do so, more as a Bob Reiss who benefited from scarcity than as a Tony Ridder who was burdened by abundance. Embracing the structured See, Solve, Scale Entrepreneurial Process will help you learn, master, and then apply these three steps that stem from fundamental startup principles. Remember, you can’t learn entrepreneurship as a spirit, and I can’t teach a spirit. But as we work through See, Solve, Scale together, you will see this structure unfold.
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