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Be careful what you water your dreams with. Water them with worry and fear and you will produce weeds that choke the life from your dream. Water them with optimism and solutions and you will cultivate success. Always be on the lookout for ways to turn a problem into an opportunity for success. Always be on the lookout for ways to nurture your dream.


—LAO TZU, Chinese philosopher, 
founder of Taoism (601–530 BC)















INTRODUCTION



WELCOME TO STARTUP LAND


Early one Monday morning in 1999, while I was getting my kids ready for school before driving into the city for work, my pager started to go nuts. I was working at Akamai Technologies, a rapidly scaling business-to-business (B2B) startup that had a few hundred servers running a network service around the world that essentially made the internet experience faster for our customers’ customers. I was the first and only release manager at Akamai at the time, a role that was sort of a hybrid of product manager, program manager, operations manager, jane-of-all-trades, and cat herder. It was a startup, after all, and we all did whatever we needed to do to keep the business going, regardless of who had what title. Since my role required me to be the glue between many different players that ran our business, I was on the front line when any major issue arose.


From the 911 messages I was seeing on my pager, I knew we were down. Not just a few regions of servers in a few countries, which happened sometimes due to situations out of our control, but the whole network was down. We were to use the 911 moniker only when the situation was dire, and this was my first time seeing it. It was an “Oh F-CK” moment. I hustled the kids into the car so I could put Dale, our systems operations lead, on speakerphone while we drove to school. “It’s down, Julia. Like, totally dead,” he said. While waiting for a stop light to turn green I tried to work through in my head what we had released the prior week that might have caused such a nightmare. Nothing came to mind. “Do we know if anything changed over the weekend that would have caused this?” I asked. He said, “All we know is that one of the engineers checked in some new code randomly yesterday. I think it was to fix a bug, but it looks like he did some other stuff while he was in there.” This was a classic rookie mistake for our startup. We had no processes in place to prevent new code from being released onto our network without anyone’s approval. One of our first hires, a bright MIT dropout who had just made millions on our IPO (startups went public weirdly early back then), decided to do some coding for fun on a Sunday. In doing so, he broke our network. And not just our network. Back then, our service was the backbone of most internet properties; we had basically broken most of the internet. It was bad.


We backed out the engineer’s code, made many mea culpa calls to customers offering credits and apologies, and somehow avoided a PR nightmare—if X (née Twitter) or LinkedIn had been around back then, we would have been screwed. We thought we had things back on track by late Monday night, but still had another ugly day ahead as we realized on Tuesday that the mess the day before caused websites to load incorrectly—we’re talking about clicking on a link on CNN.com and getting sent to a page on the Playboy.com site. Eek! Thankfully, one of our brilliant engineers figured out a way to fix this secondary issue, and by Tuesday night we were all feeling relieved.


Despite our great market success, we were still operating like a scrappy startup. It was time to grow up. We all felt terrible, and while it was just one engineer who caused this mess, we were all culpable; we let it happen. It was after this crisis, in the early days of Akamai, when everything began to turn around. I finally put the engineering and release processes in place that we had all resisted (“who needs processes, we’re a startup!”), our network operations team put in better monitoring tools, and as a leadership team, we developed a planning and communication process that informed how the rest of the business would operate—from product prioritization to marketing and sales. It was the start of building a business that was poised to scale. Even when the internet bubble began to fracture and the industry seemed uncertain, the team hummed with such loyalty and camaraderie after that kerfuffle that we felt like nothing could stop us. Embracing more structure and organization shifted the already strong and supportive culture of the organization to one prepared for growth. We had reached the rocket-ship phase in a startup’s life when you are scaling too fast to fly by the seat of your pants but not quite at the scale to operate with all the processes, policies, and procedures of a mature company.


I went on to join two more startups during their rocket-ship phases—VMware in 2005 and DigitalOcean in 2016. Most people know of these companies as massively successful businesses today, but, like Akamai, they were all fledgling businesses when I first came onto the scene. On one of my first days at DigitalOcean, an early hire with no prior startup experience complained about product priorities constantly changing and lots of people coming on board when it wasn’t clear what their roles were. The employee asked me, “Is this normal startup crazy, or DigitalOcean crazy?” Simply telling this new hire that this was “normal startup crazy” reduced the stress they were feeling at the time. I had seen this movie before and knew what to expect, but most founders and often joiners of startups have no points of reference.


I was fortunate to land at three different technology startups that managed to figure out their operational issues and go public. At each company, I was able to both learn from others with more experience than me and offer my own experiences after several times at bat. That journey inspired me to pay it forward to support founders, joiners, and investors on their quest to build successful businesses. So, I started coaching, teaching, advising, and sitting on startup boards, and I founded a nonprofit organization for women founders. I joined the faculty of Harvard Business School (HBS) in 2016, where I developed and led several courses for students starting ventures while earning their MBAs. I am also a professionally certified executive coach working exclusively with startup founders. The Startup Operations course I created at HBS in 2021 specifically addresses how to build a startup with intention and is the inspiration for this book.


WORKING WITH INTENTION


It starts with an idea—there’s a problem to solve and you’re going to be the one to do it. And then before you know it, there’s an OMG moment when you realize that you are not just building a product, fundraising, and selling, you are building a company. It may seem obvious, but it’s always a shock when that moment comes in a founder’s journey. In the early stages of a startup, you tend to focus on the immediate needs around creating a product and fail to take a more holistic view of what your operating business may look like months or years from now. It can be so much easier to focus on what’s right in front of you when the big picture can be a daunting, and even potentially paralyzing, concept.


Founders are often portrayed to the outside world as “crushing it,” but internally you may be filled with doubt, imposter syndrome, and fear, thinking Does my idea suck and no one is telling me? Do I know anything about running a business or leading a team? You may also struggle with balancing various roles when there’s just a few people doing many things at your startup. This can cause you to lean toward tasks that are easier and quicker to do, saying to yourself I have no idea where we’re going and how to operationalize this business, but I know how to build a mobile app, so I’ll just do that! This can be a great attitude when raising capital early on and investors want evidence that you are not afraid to get your hands dirty. But those same investors will be on your back a year from now if you haven’t stepped up and created a well-run business.


If every company founder could go back in time and rethink their startup plan, most would tell you that they wished they had been more intentional about the operations of their business. They’ve learned that it is never too early to be thoughtful about their culture and the people they hired, their brand, finances, legal considerations, and everything else beyond the product or service they offer. Most teams fail to get these tactics right at the start of a new venture, and not everyone has a coach or professor to show them the way throughout their journey.


That’s why I wrote this book. This is the guide for you if you are a founder who is just getting started on your entrepreneurial journey or if you are already on your way and need to return to the basics. This book is primarily speaking to founders and startup joiners, but investors and startup advisors who read this book will get an insider’s view of the pitfalls startups may run into and learn how to offer help to the founders they work with.


WHAT LIES AHEAD


Most founders know they need a more intentional operating system, but they stall for a simple reason: they don’t know where to start. This is a super common roadblock because creating and growing a startup is a nonlinear process. It’s a series of iterations and continuous learning that evolves an idea into a fully fledged business. It’s freaking out about a delayed product release today, then about something else tomorrow. This book serves as a guide to that nonlinear process. While I won’t offer every single how-to to run your business (that’s a huge book!), I’ll show you how to create an operational foundation for your company that keeps you out of common sticky startup situations—and prepares you to easily unwind messes that will inevitably show up.


When I work with my clients and students, I reach into the toolbox I’ve assembled from decades of experience and stories at my disposal and apply each as necessary depending on the situation. This book contains all those tools, and you can use them as needed. Basically, I am going to give you a tour of the gym and show you how all the equipment works. It’s up to you to decide which tools to leverage, and when. But, just like you don’t get a six-pack from one trip to the gym, you will need a few reps before you become adept at operating your venture. With the gym metaphor in mind, I’m going to start by asking you what your goals are, just like I do with my students. Why are you doing this? How do you define success? Just as fitness goals change, so may the goals of anyone on the startup journey. And I encourage you to return to these questions and tools as you traverse your startup path. I’ve designed this book so that you can read it from front to back to prepare you for the startup adventure, but it can also be a guide along the way. Pull it off the shelf and jump to a section when you can use a refresher on any topic you may be grappling with.


After exploring the foundational questions about why you’re on this path and what your goals may be, I’ll dive into the four main pillars that, together, form the basis of what ensures a successful startup: product, people, operations, and working at scale. I can’t emphasize enough, however, that these areas interplay with each other all the time. As you create and run your startup, you will experience twists and turns based on all sorts of factors, from how you solve the problem, to the market and world events, to who the founders are, team dynamics, and even personal situations. Thus, you can’t follow the advice in this book step-by-step and expect to end up with a wildly successful business. Instead, each pillar needs to be worked on in parallel, throughout your startup’s journey, and will be covered in four parts of the book, as shown on the following page.
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In Part I: Product, I provide a tool kit for proper problem and persona validation work (also known as “discovery”) and equip those who already have products in the market with advanced techniques to ensure they’re building the best new features and products as they scale.


Part II: People delves into the human aspects of growing a business, from deciding whether to have a cofounder to hiring, firing, and establishing a kick-ass organization from day one.


Part III: Operations breaks down the core elements of the business beyond the product and people stuff, such as legal, finance, marketing, and support. These can be seen as the more mundane elements of running a business, but without them, your business will not survive. Many founders and joiners miss this memo early on and feel gobsmacked when they realize how many operational activities they have to manage as they scale. Part III will prepare you for this if you’re just getting started or reassure those already in it that it’s totally doable with the right mindset and frameworks.


Finally, in Part IV: Working at Scale, I offer guidance on how to manage the business once you start operating at scale. Startups move fast, and the challenges that come from shifting from a tiny team to running a full organization with many moving parts can take you by surprise. I will also touch on the transitions and exit strategies many founders face as well as bring to light common struggles with mental health and stress management because these are core challenges in anyone’s entrepreneurial journey.


I’ll end the book with a glossary of common terms and a list of resources that complements the advice in this book.


There is no one perfect way to build a startup. Each experience is highly personal, and building a new business is hard, especially for those who don’t come from privilege or have the good fortune of higher education. With this in mind, I have intentionally included many stories and examples about entrepreneurs and joiners in this book who you may not know of (yet). They haven’t had their name in lights at TechCrunch Disrupt or their profile on the cover of Forbes magazine. These are founders who learned the hard way on their road toward success (or failure). My hope is that their stories will help you see around corners, make the process smoother, and set you up for success.


FOUNDATIONS


The four parts of this book are born from my years spent in the startup trenches helping companies navigate explosive growth. At the three startups I helped scale, I brought a method to the mess that allowed each company to flourish. I’ve seen what happens when founders take their company culture and operations seriously—and when they don’t. And without both, something as small as a string of bad code can become a full-blown crisis that could implode your business. But with solid systems in place, your company can stay resilient even if a true catastrophe hits.


Now, to be clear, this is not a book about preparing for crises. It’s just that disasters of one kind or another tend to crop up a lot when a company doesn’t have a strong company culture and operational processes. The more effort that goes into building those systems, the less those disasters tend to be so… disastrous. To help you appreciate this point, let me share my first experience as a startup joiner.


In October 1999 I took a big career bet and left a cushy job with nine-to-five hours, decent pay, and very little stress to join Akamai Technologies. It was the middle of the internet bubble. Having loved the computer networking course I took in graduate school, I was fascinated by connected systems and the possibility of the internet becoming a ubiquitous solution to so many challenges from distributed teams to online shopping—both of which were in their earliest stages of development in the late 1990s.


Back then, internet companies were popping up and going public left and right with far fewer expectations on the scale and maturity of their businesses—very different from what’s expected in today’s market. From 1998 to 1999, there was an average of two IPOs a week and US stock prices were at a historical high. It was also the beginning of the startup boom that led to the era of hoodies, foosball tables, and unlimited snacks in the company kitchen. This was not our parents’ corporate world. It was what I imagine the gold rush era was like, with lots of entrepreneurial pursuits and capitalistic optimism and droves of young professionals heading west to become internet millionaires—opting for stakes in the business such as equity and stock options over fat salaries and 401(k) plans. This was the internet startup boom, baby, and I wanted in.


With fresh capital from their most recent fundraise, the Akamai team—predominantly made up of academics and twenty-year-old grad students—was hiring like crazy. There was pressure from their investors to bring in “grown-ups” who had seen this movie before and could guide the company from a scrappy startup to a long-term, sustainable business post-IPO. After a long conversation with a friend who had recently joined Akamai, I became convinced that there was a great opportunity to get in early, be helpful, and possibly make a lot of money. I was the classic “startup curious” candidate with little tech startup experience but a ton of skills and eagerness to learn. So I scheduled an interview.


Through my interviews at Akamai I learned that these were my favorite types of humans. They were authentic, passionate, and brilliant. We instantly felt a connection, and my future boss offered me a job right then and there. Having been in corporate America for the past ten years, I was a bit taken aback by how loosey-goosey the whole hiring process was, but I was already starting to fall in love with this company. There were around fifty employees at Akamai that day, and they were adding ten to twenty new people a week to get us all in with a good strike price before the upcoming IPO. By the time I joined a few weeks later, I became employee number 289. On my first day, more than 80 percent of my coworkers had been at the business less than six weeks. It was crazy.


What became clear to me in the weeks that followed was that there was a huge gap between product success and the running of a successful startup. The day I interviewed, there was no product roadmap or release process—software updates and bug fixes were pushed out to our network all day, every day—and there were no quality standards for code or a clear internal communication strategy to keep our various work streams functioning well. We were in firefighting mode all the time. I became Akamai’s first release manager—the job description of which I was told I could figure out once I got there. I spent my first few months getting up to speed not only on how the internet worked but also on how the business functioned. And as one of the few non-MIT, non–computer scientist (despite my technical master’s degree) employees, with no one reporting directly to me, I was also trying to figure out how to gain credibility from my teammates to get shit done (GSD).


The most I was able to accomplish in my first six months, in addition to getting us over the Y2K hump, was to implement a weekly release process.1 Akamai’s cofounder and CTO Danny Lewin would, under no circumstances, let me devise a slower cadence like monthly or quarterly software releases. We developed a way to stagger new software releases on our live network to test that nothing broke and improvements worked, then, if that went well, we rolled out the software to the rest of the few thousand servers we had back then, aka “the world.” It is a process that is still in place at Akamai twenty-five years later. It was like pulling teeth trying to get our engineers on board with having a regular release schedule. Even getting them to come to a weekly planning meeting was a big ask back then! Structure was not a popular concept, and there was an inherent fear that if we put in too much process, we’d slow down and lose our edge. However, once we recognized that the constant firefighting because of bad code began to dissipate with this release process in place, we embraced operational processes and began to bring some order to the chaos.


Then, tragedy struck.


11 P.M., SEPTEMBER 10, 2001


At nearly midnight, I found myself sitting in a boardroom with my company’s leadership team discussing strategy with Danny. The room was littered with half-full Diet Cokes and empty takeout containers. We were overhauling the business in the face of the dot-com bubble burst. I had recently been promoted to be the company’s vice president of engineering and was trying hard to keep the business afloat with my colleagues, hence the late-night strategy session. My kids were at home asleep in their beds, and, realizing how late it was, everyone agreed to break soon and pick things up in the morning.


Danny was flying to California the next day to meet with a prospective customer, and he encouraged us to continue the session without him in the morning. We wanted him to stay one more day and continue to hash this out, but he insisted that we take it from there. He trusted us to figure out how to execute our new plan. Earlier that evening, he had taken me aside during a meeting break to tell me he supported an engineering department reorganization that we had been arguing about for weeks. Even though it was my team to lead, and he wasn’t technically my boss, his support as the CTO and company cofounder was critical to the success of this big change.


“Do it. You were right; I was being bullheaded,” he said.


I was in shock—he rarely caved on disagreements. As a former captain in the Israel Defense Forces, he was intimidating. I was used to him shouting and saying I was being “obstreperous” (his favorite word). Past arguments usually resulted in me storming out of his office. As I would near the door, my back to him, he would throw a dry eraser with impeccable aim just past my ear—not to hit me, but to make sure I knew who was in charge. (Leaders would not get away with that behavior today. It was a different time!) I wasn’t sure why he was suddenly agreeable on this particular night. I was happy to finally move on, but there was a nagging feeling in my gut about what made him pivot to all of this big decision–making and kindness in the past few days. The ambiguity in the air was palpable.


Driving into the office the next morning, September 11, the sun was shining, and I was feeling pretty inspired about the evening before. I was sitting in bumper-to-bumper traffic on Route 93 North heading from Boston’s South Shore into Cambridge. But instead of my usual cursing out loud about why I chose this horrible commute and why I ever joined this crazy startup, I felt light and excited—he finally listened! I was thinking over how to implement the new organization plan and the new product roadmap. This was my jam—product and people stuff—and I couldn’t wait to get to the office and dig in.


At approximately 8:00 a.m., back in the boardroom, the Akamai leadership team, minus Danny, picked up where we had left off the evening before. As we settled into our seats, our internal corporate lawyer was hanging up with Danny because the flight attendant had told him to turn off his cell phone.


About an hour into our meeting, one of my engineers came into the boardroom to tell us the internet was going wild because an airplane had hit one of the World Trade Center towers. In the early days of the internet, most Fortune 500 companies were on a mission to adopt the World Wide Web to reach their customers without website performance issues, and our service was critical to this mission. Since we ran a large portion of the internet back then and knew our customers would rely on us to keep their sites running during this situation, we immediately went into crisis mode, putting the strategy session on hold and reporting to our respective stations to ensure our teams were handling what we anticipated to be a very busy day.


We were unaware of what was about to unfold that day, but we knew much of the world would be getting their news on the web. It was critical that our service was 100 percent up and running and could handle the extra traffic. CNN, MSN, Yahoo! News… all the big players were running live streams on what was happening in New York City; Washington, DC; and Pennsylvania, and we were making sure that their services were fast and without interruption. It was a few hours into this crisis when the reality of the situation started to sink in and we understood that this was not an anomalous incident or FAA mishap but a terrorist attack on the United States.


It wasn’t until that afternoon that we confirmed Danny was on American Airlines flight 11. He was in first class and likely the first victim as he attempted to prevent the terrorist attack.2 Despite the gravity of the situation, we pressed on and continued to do so in his honor. It was the strong company culture our founders had built, combined with the excellent operating processes we had begun to put in place, that made it possible for us to get past that tragic moment in our company’s history. It was the hardest day of my career, as it was for many, and although this was an extreme situation, it set me on a path to ensure that every business I worked for and with had the same strong company culture and operational structure to withstand the highest of highs and the lowest of lows. This event changed me and gave me a mission and purpose.


Akamai could have easily gone bust several times because of rookie errors we made or losing our CTO-founder on 9/11. But what kept us going when so many other companies wouldn’t have made it? The answer isn’t something magical—there wasn’t just something in the water in early 2000s Cambridge, Massachusetts. It was something basic and fundamental, and yet something that I see so many promising startups lack: a strong operational foundation based on an incredible culture.


Our great culture and excellent operational processes—from our customer support team to my engineers who worked heroically to keep the internet alive that day and throughout the economic downturn when many startups were dropping like flies. Our strong foundation was the difference between us and ventures that were winging it without processes in place for hiring, managing, and revenue generating. I saw this again when I joined VMware as we successfully navigated tremendous growth and the 2008 financial crisis. The ride was a little bumpier when I first joined DigitalOcean, but today, all three ventures continue to thrive, and it’s not just because they make great products and raised a lot of capital and went public. It’s because they focused on execution as much as their products and took their operations and their culture seriously. This book will offer you opportunities to think about the operations and culture of the organizations you are building, joining, or investing in. Hopefully the lessons I impart in these pages will save you a lot of wasted time, money, and stress. But reader beware, not every startup is the same, and as stated prior, nuances will always arise depending on a multitude of variables, including but not limited to the people who start the company and their investors to market forces and world events. I also want to acknowledge that perspectives around the same situation can vary. How I remember an incident may be different from how my colleagues experienced it. The stories ahead represent my point of view, insights, and a lot of proven tools I’ve developed to guide you along the way. Enjoy!
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THE DEFINITION OF SUCCESS


Before we dive into the tactical stuff, let’s get grounded on the concept of success and how I address it on day one of my course.


I open with my first cold call (a common teaching strategy at Harvard Business School where students are asked a question when they haven’t been raising their hands) of the year: “Gio, what does success mean to you?” Giovanna “Gio” Abramo and her cofounder had ambitious plans for Plenna, which offers OB-GYN services to young women in Mexico City. Like many founders when posed this question, Gio’s first response was to say, “We want to create a unicorn in Latin America.” The term “unicorn” in startup land means a venture valued by the market at one billion dollars or more. That was a good start, but vague, so I pressed further. “OK, and when you look back on your venture once it becomes a unicorn, what do you want to say about the impact it’s made? How will you feel about it?” This gave Gio pause. She hadn’t thought much about what success would look like or feel like for her. After almost a full minute of contemplation—which can feel like ages in a classroom of sixty people waiting for your answer—she said, “I want to feel proud that we brought access to high-quality health care for women in Latin America. That, with Plenna, women have a safe place to go for gynecological care. That we made a difference for women at scale.” Then Gio gave one of her sharp, infectious smiles and said, “Oh, and I’d like to make enough money to retire early.” Her fellow students smiled and nodded in agreement.


When I asked Gio if she and her cofounder were aligned on this vision for success, she proudly said yes and that they had even discussed what a successful outcome would be. Their “number,” as some call it, is the exit valuation and desired path (acquisition versus, say, IPO) over a particular time frame. They had discussed ten years at most to reach their number, but this was of course dependent on how well the business scaled and their ability to build a team that allowed them to sustain their lifestyles outside of work. Both planned to raise families and work full time for the foreseeable future, but neither wanted to burn out by putting everything into their businesses. Gio and her cofounder are exceptions when it comes to this discussion so early in their journey. We’ll talk more about this in Chapter 6 when we discuss the cofounder courtship.


I then ask my students to break out into their teams and discuss for ten minutes or so what success looks like to each of them. The teams are usually a mix of three to four student cofounders and joiners; the latter are students who are aspiring founders or will join a startup or be an investor after graduate school. Joiners take the course to build skills and deepen their understanding of startups by working on other students’ startups. When we reconvene to debrief, I ask a few teams to share what they learned in their breakouts. A joiner on a team with two cofounders says, “I learned that these two cofounders have different ideas about success. Pat wants to turn around the business fast and exit to make enough cash to pay off school loans, and Mia is super passionate about the long-term potential of their idea and hopes to IPO someday and maybe get recognized for her thought leadership in AI. It felt awkward when it was obvious they clearly haven’t aligned on outcomes.” The class gets a little uncomfortable in their seats realizing there are different expectations between their classmates and a joiner who may get stuck in the middle of this. Many of them experienced similar conversations in their breakout discussions—not an uncommon situation for startup joiners stuck between different cofounder mindsets and priorities!


Alignment around a shared vision for success and desired outcomes is tantamount to the long-term success of your startup—no matter what you build or how long it takes to reach some level of success. So, while everyone wants to jump into product discovery and solution building (it’s coming in the next chapter, don’t worry!), alignment on where your startup is heading is pretty darn important. Even if you are a solo founder, having that conversation first with yourself, then perhaps with a partner, mentor, or coach is an important grounding exercise before you get ahead of yourself.


My former student Sam Koch’s company, Otto, is an enterprise sales software solution. After our classroom discussion about success, Sam was motivated to have an alignment conversation with his cofounder later that day. However, in that conversation, Sam shared that he and his cofounder only focused on what they each wanted in terms of financial achievements within a certain time frame and didn’t get into their personal-outcome scenarios. This is common for many founders. It’s much easier to center the success conversation on the growth of your product, types of customers and revenue, and it can be daunting to have vulnerable conversations and tie the success of the business to your personal goals and aspirations. It wasn’t until an acquisition opportunity came up a year later that Sam and his cofounder were faced with the reality that they were not, in fact, aligned. Sam was open to the acquisition—success at a personal level for him meant proving to himself that he was able to start and build something on his own, as well as having the freedom to pursue another idea he’d been thinking about. His cofounder, on the other hand, wasn’t a fan of the acquisition. He liked the independence of working on his own company, which was getting closer to profitability, and did not like the idea of becoming an employee at someone else’s company. He wasn’t that excited about the financial outcome and was perfectly happy living a modest lifestyle in favor of the autonomy of owning one’s own venture. “We worked through the what-ifs and nonnegotiables for both of us. His was maintaining flexibility; for me it was returning cash to our investors.” They ended up passing on the deal.


Even just getting clarity on why you want to start a new venture to begin with is important. Every aspiring entrepreneur or startup joiner I chat with has a different reason for why they want to get on this crazy ride. Some want the autonomy and control that comes from being their own boss (a myth if you take outside capital) or the ability to move fast to innovate (maybe, if it’s tech, but that’s not usually the part that will slow you down, although slowing down is what I will help you avoid in this book). Some want to prove themselves to their family and friends, and some, like Gio, want to make an impact on the world or in their community (and retire early!). However, it’s hard to imagine what that path will look or feel like once a business is off and running or when it’s time to pursue an exit or, for some, throw in the towel because they just can’t get there for any number of reasons.


Whether a founder or a joiner, I encourage you to think about why you are jumping into startup land and what success means to you beyond just the possibility of a big financial outcome. And don’t just think about it, record your thoughts in some way so you can reflect on this over time, because what success might look like today can change as you grow and mature throughout the journey. Choose a medium that works best for you to record these thoughts, such as a physical journal, an electronic document, or even a video recording of yourself answering the questions. Set a baseline before the business scales and life happens (marriage, family, relocation, etc.) and commit to revisiting the topic regularly. Consider using the design-thinking methodology of diverging and converging (diverge<>converge) with team members where you each consider your thoughts about success separately (diverge) and then come together (converge) to discuss each other’s perspectives. Here are some prompts to help you get started:




• Why are you on this journey?


• Why are employees, coworkers, investors, and/or press bragging about your venture in the future?


• Postventure, what will be your proudest achievements? How did your business impact the world and/or communities you care about?





The diverge<>converge process is useful in many different scenarios and can help remove bias and influence that can happen with many voices in a room—especially if there is a very passionate team member who tends to dominate a conversation or is stubborn about their ideas. As you discuss each other’s perspectives, work on building alignment in areas where you disagree, including how you might support each other in those areas. This exercise will allow you to set a solid foundation about where you hope to be in the future as you start your journey today.















Part I



PRODUCT
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Investing the time to validate the problem you are solving and for whom you are solving it is vital to the long-term success of any venture. This may sound obvious, but it’s a major blind spot for so many startups and a big reason why they fail. Everything from who you hire to how you operate your business will largely depend on the type of product you are building and who your buyers and users are. Hiring and operating a business is hard enough. Imagine how much harder these tasks would be if you are off the mark about what you’re building and for whom. You may start on this journey with inspiration from your own experience—a pain point you have that you are almost sure others have, or perhaps a scientific invention that is looking for a problem to solve. Most startups will pivot a lot before they find a winning solution. Instagram began as Burbn, a location-based app cluttered with features that allowed friends to check in to venues and events and share plans with friends. The founders raised $500,000 in early funding, but the app never really took off until they noticed that users were not adopting Burbn’s check-in features at all. However, they were posting and sharing photos all the time. With enough funding to keep going, they reduced the product to a bare minimum viable product (MVP), rebranded, and became a success. YouTube was a dating site before it was acquired by Google for $1.6 billion and became the ubiquitous video-sharing platform it is today, and even Uber, which began as a concept to offer a black car service to the average American, evolved to a consumer ride-sharing service that took the world by storm.


In all those cases, it took the companies years and many dollars—and sometimes luck, timing, and the good fortune of the privilege their founders were born into—to get where they are today. But knowing most entrepreneurs don’t come from privilege, and most don’t get it right on their first try, how do you set yourself up for success? I am a strong advocate for moving slowly, iterating (a trial-and-error process that involves creating, testing, and revising experiment and solution ideas until a desired outcome is achieved), and learning, versus moving quickly and breaking things. When you take the time to truly understand your target audience’s pain points and who they really are, then you are more likely to end up on a path toward success. Getting this deeper understanding also helps you figure out how to build a business around the concept, because your product alone is not the venture.


In this first part of the book, I’ll walk you through the important steps of discovery work and introduce you to tools that will allow you to clarify the problem you’ve set out to solve, your target personas, metrics of success, and how to develop a company roadmap to operationalize your venture.


With that, let’s begin!















2 [image: image]





WHY DISCOVERY MATTERS


These days, unless you are doing quantum physics or creating a new treatment for cancer, building a product, especially a software product, is pretty darn easy. From no-code solutions to having generative AI products at our disposal that can write code and even create marketing plans for you, it has never been easier to build software. Even consumer goods and brick-and-mortar ventures can be augmented with technology that can result in easier methods to build. So if it’s so easy, why isn’t everyone creating a unicorn company? Because building is not the hard part. What’s hard is building the right thing, for the right people (and people and/or the companies they work for are complicated!), and then building the right operating model behind that thing. We’ll break down the latter in Part III of this book, but before we get there, it’s critical to understand why discovery is so important and then how to do that discovery work.


It is not uncommon for startups to jump to building their product right away. There are lots of reasons this might happen. Sometimes, you are swept away by the desperate urge to bring an idea to life, especially when you feel you have personal experience or expertise that will give you an edge. Sometimes the urgency stems from the pressure to hit goals and deadlines set by investors. You may want to gain a competitive head start—worried that if you don’t build it and get it out there fast, someone else will. Whatever the drive, it is so tempting to just get going. I get it. But remember, Google was not the first internet search tool, and Facebook was not the first social media app—it’s all about execution (and a little bit of luck and timing)!


Chip Heath and Dan Heath, the Stanford professor and Duke Fellow, respectively, and bestselling authors of The Power of Moments: Why Certain Experiences Have Extraordinary Impact, say, “You can’t appreciate the solution until you appreciate the problem.” When you ramp up too fast and build too soon, it is likely you have not fully understood the problem and that you will fail at your first attempt at a solution, and fail fast. According to data from the US Bureau of Labor Statistics in 2023, 10 percent of startups fail within their first year, and unless you have unlimited access to cash, you will bail, and not start over, just as fast.1 You can see this in the dotted line in the graph below. The research of my colleague Tom Eisenmann, the Howard H. Stevenson Professor of Business Administration at Harvard Business School, tells us that 35 percent of startups fail because of lack of product-market fit (PMF).2 PMF is when customers are buying, using, and telling others about the company’s product at a scale large enough to sustain that product’s growth and profitability. I believe that this 35 percent failure rate can drop with proper discovery work early on—as shown with the solid line below. Proper discovery work, which I will break down in depth in this chapter, involves doing experiments that validate or invalidate hypotheses about problems and the people who have them. By slowing down to do this work you will not only prevent wasted precious time and money building the wrong thing, but you will likely begin to structure your business operations the right way.
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It is unlikely that a solution can reach PMF without information that comes from proper discovery work, but poor discovery work can also lead to you muddling along with modest PMF. A low- or slow-growth business may be a lifestyle choice for you, but the lack of growth may result in your inability to raise capital or have a reasonably successful exit that meets the expectations of your investors, if you have them. My former student Gabe Horwitz, chief product officer and cofounder of eqtble, an analytics tool for human resource professionals, lamented, “I wish that someone had given us the push in the early days to look for validation from customers instead of VCs [venture capitalists]. We were so desperate to chase the TechCrunch article that we changed our goal from closing customers in the early days to closing VCs. Customer validation equals momentum and sustainability.” Gabe and his team’s pursuit of venture capitalists’ approval, press, and notoriety caused them to be several years behind on truly understanding their customers.


Gabe’s startup has enough traction and capital in the bank to figure their challenges out, but you may not have that opportunity, and a swift build that misses the mark can cause your venture to fail. This can leave you feeling defeated or unmotivated to try again. You fail, and fail hard. You may pull up your bootstraps and go at it again—ideally with more time focused on discovery the second time around—but many founders at this point throw in the towel. They are embarrassed, out of cash, and need to support their lifestyle and/or families. I applaud each of them for even trying their hand at entrepreneurship, but the truth is that healing after a failed startup can be an emotional process. We’ll talk more about that in the final part of this book when we get to “Exits and Transitions.”


Finally, even if you are close to or have already reached PMF, it’s possible that operational considerations were not factored into the plan, leaving you with an improperly configured organization set up to scale. Kait Stephens and her cofounder Zack Morrison, both former students of mine, would have made that mistake had it not been for their great early discovery work. Kait’s inspiration for the first iteration of her venture, Found, came when she lost her engagement band at the gym. It was not only emotional for her to lose such a personal item, but it was also a diamond and was expensive to replace. Her early idea was a way for people to easily tag items of personal and/or monetary value using QR codes and provide a means for anyone who finds these tagged items to return them to their owner via a mobile app where these tagged items were tracked. Kait knew that a wedding ring was not the best form factor for QR codes at the time, but that emotional feeling of losing such a precious item was enough to light the fire and get her thinking about other items people may want to track. Zack had an engineering background and could have started to build a complete solution shortly after partnering with Kait. But these cofounders knew they had a lot to learn about both the profile of consumers who might tag items of value and about those who find lost items. They needed to understand whether their target demographic was aligned with a market segment worthy of going after. Also, they needed to learn how the “loser” and “finder” user behaviors played out in the real world to be sure that this was a realistic endeavor.


Regardless of demographics, the questions about users’ behavior—will people know what to do with QR codes (this was 2018, just before the use of QR codes became ubiquitous) and how likely or motivated will they be to return the items?—were critical to defining what Found would need to build in their MVP. Kait and Zack’s first set of experiments were simply tagging a bunch of random items—water bottles, headphones, backpacks—with self-made stickers with QR codes on them and strewing them around a few city parks, large building lobbies, and high-foot-traffic areas. The QR codes were linked to a very basic app Zack created using off-the-shelf software (he didn’t do any significant coding) that sent texts to him and Kait as people scanned the QR codes on found items with their phones. From this experiment, they not only learned whether people understood the QR scanning process on their cell phones, but also gained dozens of other behavioral insights that informed their MVP. A key learning was that most “finders” didn’t want to meet the owner of the lost item and instead wanted to leave it somewhere for retrieval like a lost and found or office building or hotel reception desk. This led to an operating model discussion on whether the cofounders wanted to partner with facilities that could install return boxes or employ a delivery service to manage the return process.


Kait and Zack also experimented with various ways to motivate returns of lost items by offering different incentives like cash rewards from the owner of the items, coupons for free coffee, donations to selected nonprofits, and even a gamified concept where one could earn badges for being a good citizen for some number of returns per month. All of these experiments not only informed the priority list of features for their future mobile app, but also allowed them to refine their business model, marketing strategy, and operating plan. They learned that their initial business idea could be an operational headache and very expensive when it came to actual returns of lost items. They also learned that printing QR code stickers was cumbersome and could be hard to monetize. Operating as a sticker sales business that might become an insurance company was going to be a complex business model, and it wasn’t a very appealing concept to either founder. Not only did they learn a ton about their target audience and market segment, but a great additional outcome of their discovery work was to identify that—while entirely possible to create this type of business—this was not a business they were excited about. They were not thwarted, however. Instead, it became a stopping point for the team to step back and reassess.


What’s noteworthy here is that their discovery work, before building a fully featured MVP, unlocked a whole new business idea. The stickers were a blocker so they explored whether products could be manufactured with preprinted QR codes. This led to shifting their focus from a business-to-consumer (B2C) brand to a business-to-business (B2B) brand and restarting their discovery work to learn about the pain points that consumer brands were experiencing. Remember, this was 2018 and QR codes were just starting to gain traction when Apple released their iOS 11 update that allowed consumers to scan the codes with their phones. Brand owners were frustrated that consumer data was lost in the retail process. Brands knew which retail channels worked well for them and had some demographic information about who was buying their products through credit card data. However, unless their customers opted into warranty programs, they lacked a way to stay in touch with their customers after the purchase experience for further engagement like upselling or to encourage repurchasing.


Armed with this insight from brands, Kait and Zack saw an opportunity to solve both the business and consumer pain points. Give consumers an easy way to scan QR codes on products to register warranties or to restock a favorite item, such as a beverage or beauty brand, and, by doing so, capture detailed buyer data for the brands. This led to their current business, renamed Brij (“bridge”), which allows brands to stay connected to their customers using an omnichannel approach with Brij’s QR code integration technology—an entirely different type of business than what they intended to build, and one completely informed by extensive up-front discovery work.


Had Kait and Zack immediately started to build their B2C solution and marketed Found at inception, they would have structured the business in a very different way. They would have likely hired retail distribution and e-commerce specialists and invested heavily in consumer-brand marketing. Their technology would have focused on an insurance-type model and not have the marketing analytics capabilities it has today. Had they not done early discovery work, they may have never reached PMF or raised capital to fund the growth of their now thriving venture.


Whether building an app or creating the next hot beauty brand, it’s critical that you know who your customers are and understand their pain points. You need to invest meaningful time to explore the following about your target customers:




• What makes them frustrated about this topic today?


• How do they solve their problem today?


• What is missing in their personal or work lives that they don’t even realize will make them happier, healthier, save money, or be more productive?


• What are their behaviors today that you may improve or need to change for them to benefit from your product?





If you don’t slow the freak down and explore these questions properly, you’ll never get to the fun part, which is actually building and running a company! And this is an important additional point because part of your discovery work will also help identify whether you are building a feature, a product, or a company. Through experimentation efforts, it should start to become clear whether your idea is big enough that it constitutes an entire venture, which will be very important if you intend to raise capital. A founder building a widget to improve the use of the latest sales customer relationship management (CRM) tool, like Salesforce, may find this is a feature that Salesforce can build themselves and put the founder’s venture out of business tomorrow. If it’s a feature-rich product, the venture could be a ripe acquisition opportunity for Salesforce as a new product. However, if there is a roadmap that takes the widget from a feature to a whole new CRM solution that competes with or even disrupts Salesforce as a market leader, then there may be a company brewing. Discovery work can help a venture identify the pain points for that first MVP widget and who will buy it first (often called a “beachhead”), but it should also help you assess whether there’s a big enough market opportunity to go from widget to company.


Understanding pain points is also important if your idea is to create a product that is not a medicine (essential to have), but rather a vitamin (nice to have). Examples of vitamin products are any number of social media apps like Facebook, Instagram, or TikTok, at least when they first entered the market. We could argue these apps solve other problems today (like marketing/advertising pain points for brands), but in the early days, these products were not going after a specific pain point. Or were they? We could assert that social media products solved the pain point of loneliness or feeling disconnected from friends and family. They certainly introduced a few new and controversial problems too, which is also worthy of assessing in the discovery process, albeit much harder since sometimes it’s difficult to predict how humans will behave or, in the case of ChatGPT, how fast technology will evolve. However, even exploring these possibilities can help a venture avoid heading in the wrong direction. For example, a business leveraging generative AI (GenAI) today to augment video game development could learn from discovery work that the game industry itself will evolve via its use of GenAI, and as such video games with their game-creation challenges will be built in a completely different way. Thus, helping game developers today may be moot, and perhaps it’s better to imagine a new set of problems the gaming industry will face once GenAI goes mainstream in that market.


Even when a venture already has a product in the market, the discovery work never stops; products and their users evolve, and so must your venture. In the remainder of Part I, I will not only provide a tool kit for proper discovery work but will also equip those who already have products in the market with techniques to ensure they’re building the very best new features and new products as they scale.


DO YOU REALLY WANT TO DO THIS?


A deep discovery process not only lends tremendous insight into your future venture but will also offer personal insights. Consider what came out of Kait and Zack’s early discovery work. They were able to validate that they wanted to be on the entrepreneurial path, but also learned that they did not want to create an insurance-tech business. This was just as important to discover as the insights about their products, customers, and how they might operate their business. A startup that gets to PMF will operate for an average of seven to ten years. That’s a significant part of one’s life and often occurs when founders and their teams are simultaneously going through personal transitions like partnering, raising families, empty nesting, or caring for elderly parents. These transitions are manageable in startup land thanks to fewer stigmas around working from home and flexible hours. But you need to be intentional about it. I was thirty-four years old with two kids under five when I joined Akamai in 1999 and would often commiserate with Danny about how we balanced our time with our kids while we ate, slept, and breathed Akamai. The great thing about early-stage ventures is you can decide what kind of culture you want to build to support work-life balance (Akamai let me work from home one day a week, which was a novel concept back then!), and as you work through the discovery process, it can be a great way to assess what that culture will need to be for you to feel good about riding this roller coaster. I’ll cover this topic in more detail in Chapter 7.


Once you get past the question, How will I do this for seven to ten years as I continue to mature and grow as an adult?, the next fundamental question is, Is this the particular roller coaster I want to get on? or even, Do I want to be on this roller coaster at all? I once advised a founding team that was trying to solve the security deposit return problem for renters. They promised to get 100 percent of a tenant’s security deposit returned at the end of a lease, and in their early experiments they were quite successful in doing so. However, like Kait and Zack, one thing became clear through their discovery work: they didn’t like the market they found themselves in. They enjoyed working with the tenants themselves—often young adults with whom they could identify—but this team was spending a lot of time with landlords and lawyers. Not that there’s anything wrong with this group of people, but this team felt disconnected and demotivated by their interactions with this side of the market, which was contentious and slow to adopt new technology. So, even though they were getting traction with their experiments, in the end their discovery work informed their decision to stop working on the idea because their hearts were not in it.


Finally, whether you are a founder or a joiner, you must get out there, make mistakes, and be vulnerable with total strangers. You cannot start a venture without interacting with all sorts of people you’ve never interacted with before. It can be exhilarating for some and terrifying for others. Discovery work can be an extremely humbling experience, but it can also be an incredible learning experience if you’re open to the possibility that you are going to feel a little like one of those inflatable clown toys that gets punched and has to bounce back up… over and over again. It’s getting a lot of “nos” and a lot of ghosting before you might get a “yes.” And that’s something you will have to deal with throughout the life of your startup, even at scale. The discovery process will either help you get comfortable with being vulnerable or inform your decision about whether the entrepreneurial journey is right for you.
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