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INTRODUCTION



What’s Luck Got to Do with It?


Humans are expert pattern matchers.


Each day greets us with rituals and routines, in how we wake up, ready the kids for school, or wind down after a day’s work. Beyond our everyday habits, we also adapt to the collective patterns of our communities, resulting in smoother social interactions and a sense of belonging.


In business, “best practices” codify what works best. Executives look for patterns in past data to forecast the future. Managers gauge potential new hires from their previous performance. Public companies must report their finances according to generally accepted accounting principles.


Pattern matching guides almost all human activity. Neuroscience suggests the reason why: our brains are designed for it, to help us find order, predictability, and safety in an otherwise chaotic world. Drawing from past experiences and knowledge, our minds can process new information more efficiently, streamlining decision making. This ability also helps us bond with others and find our place in the community. It also contributes to academic success, enhanced social reputation, and a longer, richer life.


And that’s why so few of us create breakthroughs.


Breakthroughs require pattern breaking.


Pattern-breaking founders create something that breaks the mold. Their pattern-breaking ideas boldly challenge us to depart from current habits.


Many of us consider these pattern-breaking ideas impossible or unthinkable—at first. Ironically, the experts we respect most are often the least able to see the potential for a break from the past. Often it is the outsider, unburdened by the past, who becomes the pattern-breaking person behind a pattern-breaking idea.


Consider the breakthrough of human flight.


George Melville, the US Navy’s chief engineer, called aviation a “useless dream” in 1901. Two years later, the New York Times published a piece, “Flying Machines Which Do Not Fly,” that foresaw the accomplishment of human flight as something that might be conquered in the very distant future. Here’s how the article ended: “The flying machine which will really fly might be evolved by the combined and continuous efforts of mathematicians and mechanicians in from one million to ten million years.… To the ordinary man it would seem as if effort might be employed more profitably.”


Fortunately, the Wright brothers weren’t ordinary. They flew their first plane at Kitty Hawk, North Carolina, sixty-nine days after that Times editorial.


Orville and Wilbur Wright were not formally trained in physics or aeronautics. They owned a bicycle sales and repair shop in Dayton, Ohio. But they exemplified the independent thinking and peculiar mix of life experiences that often lead to a breakthrough. The principles they understood about balancing and steering bicycles significantly contributed to their eventual understanding of flight control.


Despite the experts’ staunch belief that human flight was a fantasy, the Wright brothers defied the odds and shattered age-old perceptions. What they lacked in credentials they more than made up for with curiosity, persistent tinkering, analytical observation, practical mechanical skills, and sheer determination.


George Bernard Shaw captured their spirit in his play Man and Superman:


The reasonable man adapts himself to the world: the unreasonable one persists in trying to adapt the world to himself. Therefore, all progress depends on the unreasonable man.


Shaw grasped an essential truth: Those who thrive within the current rules (“reasonable” people) are not the ones who steer us to new horizons. Breakthrough progress comes from the “unreasonable”—those who won’t fit the mold, who see a different world and bend it to their will—the Pattern Breakers.


My job is to back unreasonable people who have unreasonable ideas, long before the rest of the world believes in them. For the past two decades at the venture capital firm Floodgate, I’ve invested in pattern-breaking founders and their pattern-breaking start-ups at the very beginning of their journeys.


Today, Floodgate is known as a pioneer and leader in the niche world of seed investing. I cofounded Floodgate in 2005 and helped define seed investing as a new category in venture capital. Unlike traditional investing, seed investing often involves backing just a couple of founders with an idea or possibly an early prototype with virtually no customers or historical financial information.


Our venture team has been fortunate to be the first investors in and to work at the earliest stages with some of the most dynamic breakthrough start-ups of the last two decades: X/Twitter, Twitch, Okta, Lyft, Rappi, and many others that have become household names or critical to the operations of major corporations. (Sadly, I’ve passed on more than a few breakthrough companies too. I’ll discuss that a bit later.)


As seed investors, we have a very specific risk profile. We typically lose all our money in most of our investments, pinning our hopes on the occasional massive payoff when a start-up is wildly successful.


Investing into a start-up isn’t like investing on Wall Street, where you can buy or sell at any time. Once we invest in an early-stage company, we stick with it until it is acquired by a larger company or it goes public on a stock exchange. Each investment journey can take several years, and there’s no off-ramp in the interim.


Due to these factors, seed investing is deeply personal to me. I often say I invest in people I’d gladly get into trouble with, because trouble happens just about every single time. I pride myself on being more than just a financier. I’m a co-conspirator with ambitious founders in their rebellions against the status quo.


The breakthrough start-ups we have backed were all led by pattern-breaking founders who challenged conventional wisdom and convinced others to embrace a radically different future. They achieved this through a combination of pattern-breaking ideas that were radically different and pattern-breaking actions that persuaded the rest of the world to think, feel, and act differently.


Pattern-breaking ideas offer something radically different from anything that’s come before. At first, these ideas can seem crazy. Why would anyone stay in a stranger’s home? Yet Airbnb proved they would. Why would someone catch a ride in a stranger’s car? Uber and Lyft, having dispatched tens of billions of passenger rides, answered that question. How could 140-character “tweets” ignite the most explosive media revolution of the last two decades? X/Twitter, with its simplicity, transformed the media and the public square.


Despite the initial strangeness of these transformative companies, their very uniqueness gave them enormous strength. They eluded the comparison trap, for there was often no precedent to measure them against. Instead of besting their rivals, they stood alone.


Throughout this book, you’ll see why better ideas aren’t enough. Remarkably different ideas are essential for achieving a massive impact. While pattern-breaking founders envision a different future through their ideas, that’s not all there is to it. They must pull others along with them to make their ideas real. Asking the world to leave the known for an unsure tomorrow is a provocative act. It’s unsettling to most. So these founders don’t win by blending into the crowd or following conventional approaches.


Instead, they persuade others to change their habits through their pattern-breaking actions. They draw a stark dichotomy between the world as it exists and the world as it could be, urging us to embark on a journey to a different future with them.


Because their ideas and actions are so radical, pattern breakers often face the fierce resistance of a world reluctant to change. Often their closest advisors and family try to bring them back into the mainstream, critics scorn them, incumbent corporations try to defeat them, and sometimes governments even try to outlaw them. But they forge ahead, driven by a purpose far beyond conventional acceptance.


JUST A LUCKY FOOL?


In August 2014, I was feeling particularly uneasy, and not because of an embarrassing investment failure. It was because of an unexpected investment windfall. I had backed the start-up that became Twitch from its beginnings seven years earlier. Since then, Twitch had attracted tens of millions of users. Then Amazon acquired it for close to $1 billion.


But the investment success felt like a forward fumble. The original idea I’d backed many years earlier was very different from the product Amazon had acquired: it was originally an internet reality show called Justin.tv that featured cofounder Justin Kan livestreaming his daily activities 24/7. After a few years and a lot of major course corrections, Justin.tv launched Twitch as a separate entity.


Twitch’s popularity had skyrocketed, but I hadn’t fully understood why.


I checked in with Spencer, my fourteen-year-old son and resident video game and YouTube expert. “What’s the big deal about Twitch?” I asked.


He looked confused. “I thought you invested in Twitch?!”


Spencer gave me a quick tour of live channels from streamers with names like Captainsparklez, PhantomL0rd, and Nightblue3. Over a hundred thousand people were simultaneously watching someone play League of Legends—more spectators than you’d see in stadiums for major sporting events. Another streamer owned the world record for “speed runs” through Super Mario 64.


It blew my mind. These streamers weren’t movie icons or rock stars, at least not how I understood it. They were ordinary people playing video games. Yet some had massive followings any celebrity would envy. Why would anyone—let alone millions of people—tune in to watch some random person play a video game? It challenged my beliefs about entertainment and fame.


But that wasn’t all that unsettled me. That same week, a start-up founder I would have pegged for near-certain success shuttered his company. Again, I didn’t fully understand why. He’d raised money from some of Silicon Valley’s sharpest investors and had excelled at all the things he was supposed to—customer development, finding a big market, building a great team, and defining a high-performance culture. His start-up could’ve been a case study of what to do. Except it failed. After years of sacrifice, waves of layoffs, and waning morale, investors and supporters lost faith. He lived the agony of watching his start-up slowly die.


And this kind of event—a start-up that seemed to do the right things yet still failed—wasn’t isolated. I saw it happen again and again.


I had calculated that more than 80 percent of the most impactful start-ups I’d worked with had pivoted. That is, they’d moved in a new direction that differed—often quite radically—from their starting point.


Twitter wasn’t Twitter when I invested in 2005. It was a podcasting company called Odeo. But when Apple made podcasting free in iTunes, Odeo was in deep trouble. Twitter, called twttr at the time, was started by Jack Dorsey, Evan Williams, and Biz Stone as they frantically searched for a new direction.


I invested in Twitch when it was a live internet reality show called Justin.tv. Four years later, it transformed into the streaming platform we now recognize as Twitch.


Chegg was a classified site for colleges when we provided seed funding in 2006. When it went public in November 2013, it provided a range of educational services totally unrelated to its original service.


Lyft was called Zimride when we seed-funded it in 2010. It was originally designed for carpooling at colleges and companies. In 2012, it shifted its focus to become the ridesharing service we recognize today.


The founders of Zimride executed extremely well in their shift. But you might be surprised to learn that many founders of breakthrough start-ups didn’t necessarily plan or execute better than the founders whose ventures never took off.


Take X/Twitter for example. The founders differed on the vision. They kept changing who was in charge. The “Fail Whale” frequently appeared due to site overload, which happened almost every day.


There was chaos during the early days of Twitch as well. Emmett Shear, the CEO, has been open about the management dysfunction back then, marked by unclear roles, cultural challenges, competing visions, and the struggle to make decisions at pivotal moments.


Since pattern-breaking start-ups often shifted their initial ideas, and great execution didn’t always guarantee success, a deeper concern came to mind: maybe the success or failure of the start-ups I’d chosen was due to dumb luck.


The Lucky Fool is a key character in Nassim Taleb’s Fooled by Randomness (one of my favorite books). The lucky fool succeeds mostly due to luck, but in hindsight he ascribes the success to something else—not to good fortune, but to skill or strategy or genius or work ethic or some other factor that he tailors to fit the facts.


Was I being fooled by randomness? Were the breakout founders I worked with lucky fools? Was I just a lucky fool riding their coattails? And what about the founders who didn’t achieve breakthroughs? Were they just unlucky?


MY INNER ANORAK


That’s when my inner anorak kicked in. “Anorak” is British slang for a socially inept person with an obsessive-compulsive hobby of tracking arcane subjects the rest of the population would usually find boring. The term comes from train spotters, who frequently wore anorak-style jackets. They would stand outside at train stations for extended periods, regardless of the weather, jotting down the numbers of passing trains.


I’m an incurable anorak. I became obsessed with uncovering the reasons behind why some start-ups achieved extraordinary results while others, despite seemingly following the right steps, struggled or achieved only modest success.


Figuring this out was tough. Start-ups are random and complex by nature. No two start-ups are totally alike. Luckily, I had good relationships with lots of founders. Most would speak honestly with me when I asked. Some had reached greatness, others had suffered failure, and a few had experienced both. I chose my questions carefully, seeking objective truths in their stories.


We are all fooled by randomness in one way or another. Past events always seem less random in hindsight. We can easily underestimate the role of luck in our success and instead overestimate the impact of our abilities or strategies, especially when we’ve been extremely successful. Taleb believes that many successful people are lucky fools—at the right place at the right time—rather than the skilled geniuses we imagine ourselves to be. Recounting our successes, we combine random events into a pattern that describes a coherent story in which our skill makes us the central figures of our success narrative. By overlooking the role of chance, we miss deeper truths and the opportunity to learn from them.


At the same time, I sensed that there was more to these outcomes than pure chance—that there could be an explanation for why start-up A had a better chance of achieving outlier success than start-up B. I wasn’t looking for a magic formula, but I wanted a better understanding of the factors for success. I had to know. I kept digging.


I surveyed our database to pull the successful outliers from the thousands of founders we’d taken meetings with. If we’d rejected the opportunity to invest in an outlier, I reviewed the research work we’d done, the rejection email we’d sent to the founder, and the emails and internal correspondence between me and the rest of the team at Floodgate.


I focused a lot of effort on understanding how founders came up with their ideas. I tried to avoid open-ended questions like “Why do you think this product took off?” because these questions can invite explanations with hindsight bias. Instead, I asked questions like “What motivated you to start building when you did? Did you set out deliberately to build a start-up, or did the idea visit you in a flash of inspiration? What else were you doing at the time? Who were you spending time with to test ideas?”


I asked every founder, “What changed from your first product idea to what it became? What caused you to change course? When was the first moment you started to see things working?”


I searched for unexpected surprises, both positive and negative, eager to decipher their role in shaping success or failure.


I also spent a lot of time trying to learn how founders located their first believers—their early users—as well as the needs of those users and why they had decided to abandon their existing patterns of behavior to embrace something totally new.


All this work was aimed at answering a single question: What was the most important factor that contributed to breakthrough success?


Some days I felt like a lost wanderer, with clarity always slightly out of reach. Still, my research began changing the way I thought about and talked about start-ups. I shared these experiences with students when I made guest appearances at the entrepreneurship course taught by my coauthor, Peter Ziebelman, at the Stanford Graduate School of Business.


Peter said my perspective was strikingly different from that of other guest lecturers. Most speakers emphasized entrepreneurial best practices. They explained how to identify attractive market sectors, how to interview customers to detect their key pain points, and how to create or build a minimum viable product with a defined business model that solves the problem.


In theory, following these best practices seemed logical. Yet looking closer at the founders who tried them, I saw a familiar tale. Despite their meticulous efforts and strong commitment, many failed to achieve their desired impact. The reason? They poured their energies into ideas that appeared promising on the surface but lacked pattern-breaking potential. They didn’t have a way to recognize which ideas were worth pursuing in the first place.


Spending more time with Peter’s classes, my attention shifted toward the mindset required to birth a pattern-breaking idea. As we pushed our class discussion in this direction, the students’ excitement grew. They said it had changed how they thought about testing the power behind their existing ideas and what it might take to build a breakthrough start-up. Peter and I met regularly to wrestle with the questions I was exploring. Slowly, answers began to take shape.


The usual frameworks for understanding why start-ups succeed or fail aren’t wrong. They are helpful tools that assist founders in preventing avoidable mistakes. They help a founder adopt proven patterns to be better at the job. People were teaching entrepreneurship like they might teach math or physics or English—like there was a formula or recipe that, when followed correctly, would lead to a right answer.


My research revealed a counterintuitive truth: Founders don’t create outlier start-ups by mastering established recipes or best practices. Instead, they embrace pattern-breaking as a core part of their job description and start-up journey. Being extraordinarily different is a key aspect of the breakthrough founder’s job description. It’s a different type of mindset, one that demands a talent for pattern breaking, an aptitude for breaking the mold.


Interacting with students, we saw the skill, drive, and smarts we look for in founders. Yet if you evaluated their start-up ideas and strategies, they were chasing conventional ideas unworthy of their talents and seemed headed for mediocre success at best. They were dutifully following the best practices, but it felt like a paint-by-numbers exercise rather than an approach to mastering the art of breakthrough start-ups.


It’s even sadder to see a founder try to maintain momentum in a start-up years after realizing it won’t make a difference. Driven not by enthusiasm but by obligation, they bear a profound responsibility to family, friends, investors, and employees. Feeling trapped, they waste many of their prime years. This is the real tragedy.


Peter recommended that we give form to the ideas we were developing, a framework to capture the thoughts more precisely. We could offer something new in the conversation of how breakthrough start-ups are created.


This book is written in my voice, but you’ll find Peter’s influence in every line.


ANOTHER PATTERN IN DISGUISE?


Some of you must be thinking that if we analyze characteristics of breakthrough start-ups, aren’t we looking for patterns? And isn’t the book trying to propose a pattern for achieving breakthroughs? Isn’t that a contradiction?


This is a thoughtful question, and to answer it, I’ll concentrate on two key distinctions.


First off, I’m not saying that pattern matching is inherently “bad” or breaking patterns is always “good.” They are distinct mindsets, each with benefits and limitations.


Pattern matching is a crucial cognitive skill. It helps us process information efficiently, make decisions, learn, avoid danger, and adapt. It’s vital for everyday functioning.


However, these mental shortcuts can also make us miss significant anomalies right in front of us.


Consider a Harvard experiment where students were asked to count basketball passes among players in white shirts. Amidst this, a person in a gorilla suit walked into the frame, lingering for nine seconds while jumping up and waving its arms. Would you have noticed the gorilla in the room? This question provokes a confident “Of course!” from most. Despite this, half the students didn’t notice the gorilla. This oversight, highlighted in the book The Invisible Gorilla, reveals our perceptual blind spots. It’s a clear example of how we overlook the obvious around us.


To achieve a breakthrough, you’ll need a different mindset to see what you and others would normally overlook—a pattern-breaking mindset. Discovering breakthrough ideas is challenging, not because they’re hidden secrets, but because we’re conditioned to notice the familiar, while overlooking what might be.


This leads to the second point: many people look for formulas for success. But the pattern-breaking mindset can’t provide a fixed recipe. There’s no set of steps guaranteeing a breakthrough; by nature, breakthroughs are undiscovered. Therefore, the concepts in Pattern Breakers are not patterns to emulate for guaranteed success. Rather, they are strategies to nurture a mindset that breaks free from conventional thinking and actions. This is different from most business methodologies you’ll encounter.


THE PATH TO PATTERN BREAKER


Pattern Breakers will challenge you to rethink why only a select few start-ups transcend the ordinary and achieve the extraordinary. We first look at how pattern-breaking founders think differently: What gives their ideas the power to dismantle the status quo instead of simply enhancing what already exists? Then we turn to how pattern breakers act differently: How do they draw the right co-conspirators into their orbit, ignite movements to spread their ideas, and ultimately redefine how people think, feel, and act? Our aim is to distill these insights into practical, actionable steps you can apply directly to your own efforts.


Chapter 1 raises the central questions in Pattern Breakers: What nonobvious forces power ideas that upend the status quo? How do pattern-breaking founders succeed at spreading these ideas to other people? When do pattern-breaking principles contradict many of the best practices for start-ups?


In Chapter 2, we show how inflections are the underlying force that helps start-ups spark radical change. You will also see, in Chapter 3, how timing is crucially important, and how to turn it into a source of advantage. We’ll explore examples of start-up ideas that seemed good but failed because they lacked strong enough inflections to fuel their success.


Having powerful forces behind your start-up idea is necessary, but outlier success demands more. Chapters 4 and 5 describe how your idea also must contain an insight. This is a vital element often overlooked by even the best entrepreneurs. Insights provide uniqueness that helps you escape competition. We’ll show why a start-up insight needs to be non-consensus and right if it seeks to break patterns.


In Chapters 6 and 7, we emphasize why “living in the future” is the likeliest path to the most powerful insights. We explain the difference between living in the present and living in the future and lay out actionable steps to propel yourself into a future-focused setting. We show you ways to test your insights with potential early believers in Chapters 8 and 9. You’ll see why it’s vital to seek feedback from those in sync with your core vision while steering clear of people more likely to cling to current norms. We will also help you figure out whether your idea has attracted the necessary enthusiasm among the right circle of early believers to justify the commitment and sacrifices that building a start-up demands. In several chapters, we provide stress tests to challenge whether your concepts truly have the capacity to overturn established patterns.


Next, we move from the concept of pattern-breaking ideas to the decisive pattern-breaking actions necessary to turn those ideas into successes in the real world. In Chapters 10 and 11, we show you how to enlist your co-conspirators—the first true believers who form the heart of your early start-up team, early customers, and initial investors. In Chapter 12, you find your first true believers and start your movement. Chapter 13 describes the importance of effective storytelling to energize your movement. In Chapter 14 we show that for those intent on breaking new ground, being disagreeable is an asset, not a flaw, and how this differs from just being a jerk.


We emphasize in Chapter 15 that pattern-breaking is not just for start-ups; larger companies can apply these concepts to their new products and lines of business. We spotlight companies that have mastered this.


I focus on a handful of start-ups in depth—Lyft, Okta, X/Twitter, Twitch, and Airbnb—while briefly touching on others. I chose these start-ups for in-depth consideration because I saw them in their rawest form, in the thick of their formative chaos, while they were still grappling with the unknown, well before they achieved the milestones that would propel them to become the household names we know today. Peter and I recognize that we’re describing these successful founders and their start-ups as pattern breakers after the fact of their successes. These examples offer not only good stories but also glimpses into the world of those who defy convention. Your path will be different since every pattern-breaking start-up is a unique journey in its own right.


Not everyone views new technology and its creators with hope; skeptics and critics abound. We agree that it is important to see the whole—the excesses in addition to the successes of technology. Yet our demands for such honesty must acknowledge that advances in technology are not just a backdrop to our history; they are a protagonist in it. The mastery of fire, the dawn of agricultural practices, the rise of cities: these aren’t just footnotes in our story; they form the very center of human progress. Absent these leaps, our daily lives would be as they were in old times, limited to focusing on our immediate survival needs.


The future doesn’t happen to us. It happens because of us. It comes to life when someone dares to supplant old ways with a different way. You will get the most out of these concepts if you embrace the viewpoint of the “unreasonable” person championed by George Bernard Shaw—the mindset of a pattern breaker. Doing so may go against your initial instincts and what your parents, mentors, and well-wishers taught you. That’s the magic of it.
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A WAVE OF CLARITY


Introducing Inflection Theory


There is nothing so practical as a good theory.


—Kurt Lewin, pioneer in organizational psychology


One day I was on a surfboard—full disclosure, I’m a terrible surfer—watching the waves roll in, trying to choose one that wouldn’t leave me tumbling head over heels. And it hit me. Not the wave, but the clarity I’d been chasing.


There were powerful forces below the surface of a breakthrough start-up idea—forces far more important for start-up success than just the idea itself. Just as surfers need to harness the power of waves, start-ups need to harness the power of these forces to increase their chances of unbounded success. Founders could use these forces to improve their likelihood of overcoming obstacles on the road to extraordinary success. Suddenly, seemingly disconnected aspects of what I was learning began to come together. It was exciting!


INFLECTION CONNECTION


Peter and I call this understanding of the forces that propel pattern-breaking start-ups “inflection theory.” The basic idea is this: inflections and insights empower breakthrough start-ups to develop ideas that radically change how people live.


It begins with inflections, which are external events with the potential to significantly alter how people think, feel, and act. Just as a surfer selects the right wave, breakthrough start-ups leverage powerful inflections. An example of an inflection was the introduction of an embedded GPS locator chip in the iPhone 4s in 2011.


A surfer also needs skill to make the most of a great wave. This is where insights come to play, which are ways to connect the power of inflections to a nonobvious way to radically alter human capabilities and behaviors. An example of an insight was the realization by start-ups like Uber and Lyft that the new embedded GPS location capabilities of smartphones could enable people to share their location to allow ridesharing between drivers and passengers. This insight was similar to the way Airbnb had recently made it possible for homeowners to share their houses with guests.


A pattern-breaking idea is a specific product or service based on an insight. In the ridesharing example, this idea is the actual ridesharing app itself. To most of us, set in our ways, these ideas often may seem strange or even nonsensical. They can’t be compared with anything that’s come before. They don’t abide by old rules. They make their own.


Being so distinct, the ideas often draw strong reactions, both positive and negative.


Inflection theory provides a conceptual explanation for why some ideas possess greater breakthrough potential than others. We agree with Kurt Lewin’s perspective on the value of a theory: it should offer insights into the mechanism and underlying causes of a phenomenon, align with real-world observations, and guide predictions about what will likely succeed or fail in future situations. Inflection theory aims to help entrepreneurs and investors separate ordinary opportunities from those with the potential to be extraordinary.


Inflection theory departs from the conventional wisdom of first analyzing large markets for unmet customer needs. While initially targeting sizeable markets may seem logical, it rests upon a flawed assumption. It presumes that the primary path to a breakthrough start-up lies in addressing what established companies have failed to provide for their current customers. By adopting this perspective, a start-up unknowingly conforms to the established rules set by existing incumbents in existing markets. The start-up unintentionally forfeits its primary opportunity to create a true breakthrough, which is to deny the very premise of these existing rules. 


The real difference between ordinary and extraordinary start-ups is their ability to deliver pattern-breaking products that change the rules rather than simply finding gaps in markets and solutions according to the rules as they are currently defined. Inflections provide the mechanism for start-ups to defy current rules. Inflections help start-ups change the game and the conversation.


Some people use the term “breakthrough” to refer to any company that proves valuable in the long run. We use the term more narrowly. We use it to refer to start-ups that radically change how people think, feel, and act. To understand these start-ups and the forces that empower them to alter the shape of humanity, we need to understand inflections and insights, and their relationship to business ideas. In addition, we need to understand one more thing: movements.


Ideas alone aren’t enough for a breakthrough start-up—not even ideas powered by insights and inflections. Founders need to carry people along with them into a radically different future. Founders accomplish this by creating movements that propagate radical change throughout the human population.


Let’s talk about each of these points, starting with inflections.


INFLECTIONS


Humans, as noted earlier, are habit-forming creatures. The ways we go about our daily lives tend to crystallize into stable, repeatable patterns. Simple routines like brushing your teeth twice a day as well as more complex social, political, and economic structures are all examples of this human tendency to establish stable patterns of behavior.


But every so often, something happens that disrupts our established ways of being. There’s an event that introduces something new—a new technology, a new regulation, a new idea—and that new thing radically changes how people think, feel, and act. Peter and I call this event an inflection.


An inflection is an event that creates the potential for radical change in how people think, feel, and act.


The inclusion of a GPS chip in the iPhone 4s serves as a good example of an inflection. This chip allowed smartphone applications to pinpoint users’ locations within one-meter accuracy. Before this change, creating a widespread peer-to-peer ridesharing network would have been nearly impossible, as riders and drivers would have struggled to locate each other precisely. The embedded GPS chip in the iPhone 4s created the potential for radical change, which start-ups like Uber and Lyft capitalized on. With the ability to pinpoint locations accurately, ridesharing networks could allow drivers and riders to effortlessly connect with each other on a massive scale, transforming the way people travel.


Given the current pace of technological change, other inflections are all around us. The cyberpunk author William Gibson says it well: “The future is already here; it’s just not evenly distributed.” Those pockets of the future distributed unevenly among us are things with the potential to radically change how people live. You could be holding the potential for radical change in the palm of your hand. You could be standing next to it or sitting on it.


Yet most people don’t recognize the transformative power of the things they’re holding or looking at or sitting on. What prevents them from recognizing the pockets of transformative potential all around them are the patterns of life that they’ve cultivated over time. The way we habitually engage with recognizable people and objects in our well-known surroundings often hinders our ability to spot new patterns. This familiarity breeds expectation, a kind of inertia. It stops most of us from thinking things could change, from seeing a future where people’s thoughts, feelings, and actions are starkly different from the ways they think, feel, and act in the present.


Business is never a fair fight. The default is an unfair fight where the status quo confers an advantage for the incumbent corporate players. It becomes an unfair fight in favor of the start-up when the start-up can change the rules. Unfortunately, most founders are more inclined to build within the current rules, so they never break the pattern.


Occasionally a founder is an outlier, someone who sees the potential for radical change unnoticed by others. This is where insights come into play.


INSIGHTS


An insight is a nonobvious truth about how one or more inflections can be harnessed to radically change human capacities and behaviors.


Many start-up ideas aren’t based on insights. Think of a founder who says, “I have an idea: a better security patch update service.” This idea isn’t based on an insight—at least not in the sense I’m using the term. This idea, even if it’s useful, doesn’t rely on an insight that harnesses one or more inflections to radically change human capacities and behavior.


Insights are different. They’re truths about harnessing inflections to radically change how people think, feel, and act. Even if it’s true that people want better ways to manage their software patches, that product idea doesn’t have the potential for radical change. At best, it can secure only incremental improvement on an existing product offering. It doesn’t expand the range of human capacities or add to the inventory of human behaviors. People were patching their software systems before, and they’ll continue engaging in that same activity if they patch their systems in an incrementally improved way thereafter. A start-up in this field can only battle for their share of that market, largely according to the current competitive rules of that market—rules set by formidable incumbents.


By contrast, people didn’t tweet before Twitter, a breakthrough start-up that changed the shape of human behavior. We’ve even had to expand our language to accommodate this change: “tweet” as a verb has a new definition. X/Twitter was based on a real insight—in the same category as transformative inventions like the television, the telephone, the automobile, the rifle, the telescope, the printing press, vaccination, antibiotics, writing, smelting, and cooking.


IDEAS


An insight is a nonobvious truth about the power of one or more inflections to effect radical change. For a breakthrough start-up, an idea grounded in an insight is the necessary next step.


An idea is an attempt to conceive of some specific product or service, based on insights.


This distinction, as well as the connection between ideas and insights, explains why some start-ups but not others achieve unbounded success. Some start-up ideas are based on insights; others aren’t. When an idea successfully embodies an insight into a product or service, it harnesses the power of an inflection to radically change how people live. An idea that fails to embody an insight lacks the transformative potential that inflections provide.


The distinction between ideas and insights also helps explain the radical pivots whose origins and success had puzzled me for so long. If you have an insight, your initial idea doesn’t have to be right. That idea is just a first attempt at conceptualizing how to embody the power of inflections and insights in a product or service that people can use. That attempt can miss the mark; it can fail to describe a way—or the best way—to embody an insight in a product or service. Figuring out a way—or the best way—to embody an insight and harness an inflection’s power might take some experimentation. However many false starts there are, the insight persists while the founder tinkers with the idea, leveraging the ongoing feedback of early believers in their insight. Eventually, the founder co-creates the correct solution with his early believers, based on relentless refinement.


Ideas can miss the mark in two ways. First, as we’ve seen, some ideas aren’t based on insights. Think again of a tool to help people manage their security patches. This idea might seem logical from the standpoint of familiar market evaluations that try to identify trends or pain points or white space, but it is not based on insights, and because of that, its potential upsides are capped.


Why do technology start-ups usually need a distinct insight to maximize their potential? It boils down to how they add value compared to conventional businesses. Start-ups thrive by making rapid, massive strides in value creation, often by disrupting the norm. Instead of outperforming competitors, they redefine the game by introducing entirely new rules based on their unique insights. These insights leverage inflections to deliver transformative changes. While a start-up can achieve success without such insights, doing so is a tougher journey. Without a game-changing idea, a start-up must excel within existing competitive structures, usually gaining only temporary advantages. If competitors see a path to replicating the start-up’s idea, they typically will, using existing tactics and capabilities to challenge the new entrant. A start-up with a novel insight disorients traditional competitors by changing the rules and turning the competitor’s strengths into weaknesses.


The established company faces a tough choice. Should it compete with the newcomer by the rules of the new pattern—rules that nullify the incumbent’s strengths? Or should it wait, hoping the newcomer doesn’t dominate future markets and profits?


Take Airbnb as an example. Their fundamental insight was that people would trust booking rooms with locals in the same way they trust booking with hotels. Does this mean no start-up will ever innovate or capture upside in the hotel industry again without an insight? Not necessarily. However, if a start-up launches a new hotel concept and becomes successful, existing hotel giants can likely replicate their innovations and compete, given their expertise in hospitality. In contrast, Airbnb shifted the game entirely. Consider a brand like Four Seasons, which offers a consistent experience globally. Can they suddenly offer a unique, personalized experience in every city without altering their core model? Probably not. This differentiation is what allowed Airbnb to create a new category as it skyrocketed in value, eventually surpassing the combined valuations of major hotel chains like Marriott, Hilton, and InterContinental Hotels Group after its IPO.


Second, some ideas, even if by accident, can have insights below their surface, but they fail to describe a product or service that embodies the insight’s real power. Think again about Justin.tv. The key insight was the recognition of people’s growing interest in real-time, authentic content and the potential for anyone to become a broadcaster of their own life. This insight flowed from several inflections related to technology, such as a tipping point in the adoption of broadband penetration and the availability of cheap video cameras. The rise of social media platforms was another inflection that portended the public’s growing interest in sharing and consuming personal content. This cultural shift toward online sharing made a platform like Justin.tv more acceptable and intriguing to users. The tipping point was highlighted when, just a few months before Justin.tv’s launch, Time magazine named YouTube its “person of the year.”


The initial business idea—the start-up’s first attempt at conceiving of a service that embodied the power of that insight—missed the mark. It turned out that people weren’t interested in watching just anybody—whether Justin or someone else—engaging in mundane activities. Rather, people who played video games were interested in watching other people playing video games.


This second kind of failure comes in degrees. There can be better and worse ways of embodying the power of an insight. It’s not surprising if your first product idea isn’t your best. On the contrary, it would be surprising if your first idea perfectly embodies the power of the insight. It’s not surprising if your first product or service idea ends up being substantially different from the product or service you eventually offer. The distinction between ideas and insights also explains why some ideas that initially seemed unoriginal resulted in a breakthrough. However unoriginal those ideas might have seemed, they were based on real insights.


Consider Google. People were using search engines before Google. But before Google, those search engines ranked search results based on keywords. They would, for instance, rank pages by how often a given search term occurred in the page. This approach made sense in theory, but in practice it had major limitations. Suppose, for instance, that I wanted people who typed the keyword “awesome” to come to my website. I could increase the chances of that happening by typing the word “awesome” on my site hundreds of times, even if it was in a color that made it invisible to people viewing it. As a result, I could increase “awesome” traffic to my website even if the viewable content on my page was completely irrelevant to the search’s intent.
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