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			Foreword by Bill Tai

			Before co-founding Apple Computer, Steve Wozniak had a company with Steve Jobs selling phone-freaking devices called “the blue box.”

			The US phone system had a set of switches whereby if you played a 2600-hertz frequency into a payphone, you could unlock the computer switching system and make free phone calls.

			There was a hacker network that published something called “2600.” It was a bible for people who liked to mess around with electronics. When I was in junior high school, I took apart my Radio Shack 101 kit and made a blue box. I’d ride my bicycle around Moraine Valley Community College, Illinois, making free phone calls.

			That led me into electronics.

			Fast-forward to 2012, when Eric Yuan, an ex-Cisco software engineer, asked me to invest in his startup. It was a video-conferencing idea, like Skype but without the user needing to have an account—you could just log in. I became the first investor in Zoom. I invited everyone I knew to my annual kite-surfing get-together on Necker Island and made them all try it.

			Zoom became the ultimate tool for venture capitalists. We could operate anywhere, any time. The global companies that I invested in, like TreasureData, Bitfury, and Canva, could not have been built without Zoom: Bitfury had 700 employees in 16 countries but never had an office. Canva was founded in Perth, Australia, which would have meant a lot more flying.

			Most of all, Eric’s company was cloud-native, unlike the competition, so it could scale. By 2019, shortly after Zoom listed on Nasdaq—valued at $15.9 billion—the infrastructure for Zoom was designed to support 30 million meetings a day. Then Covid hit. By February 2020, when the world was scrambling to work from home, Zoom could handle 200 million meetings a day. It was doing 300 million by March.

			The book you’re reading wouldn’t have been possible without Zoom. Planet VC is a pandemic baby. Terrance Philips and Jame DiBiasio conducted all their interviews on Zoom. Even without Covid, it would have been too expensive and time-consuming for them to track down in person all the venture capitalists interviewed in this book.

			I first met Terrance in the early 2000s when he was with Silicon Valley Bank (SVB), for a long time the world’s leading financial service provider to venture capital and innovation companies. Terrance was the banker of choice for VC firms being established in places like India, China, Israel and the UK. He had inherited a small book of VC relationships from SVB’s Pacific Rim team and, under the leadership of SVB Global head Ash Lilani, helped the bank expand innovation beyond the traditional networks of Silicon Valley.

			I later reconnected with Terrance in Hong Kong, where he now leads Citi Private Bank’s private equity client coverage, serving Asia’s biggest private equity firms investing locally and globally.

			He’s still building and maintaining relationships with private capital worldwide, and one of the introductions he made to me is Jame. During our conversations, Jame asked perceptive questions and told me about his work as a journalist and author. The two of them seem to make a good team; this book is testament enough.

			It’s an important book because the innovation economy and the role of venture capital is not well understood. But I’m especially supportive of this work because its focus is not on Silicon Valley, but on the rest of the world.

			It’s personal for me. I feel that in many ways, the story Terrance and Jame have told is a version of my own life and career, writ large.

			I was accepted to Princeton University but blew it off as they did not have a good electronic engineering department. I went to the University of Illinois, home to one of the three inventors of the transistor. I studied digital logic computing design and semiconductor physics. I paid for college by doing contract work for Caterpillar and Texas Instruments.

			By the time I got out of college, I joined the CEO of Fairchild in a startup called LSI Logic. This company was a hit, and I got exposure to its three main investors: Don Valentine of Sequoia, Tom Perkins of Kleiner Perkins, and Reid Dennis of Institutional Venture Partners—the godfathers of venture capital.

			I completed my MBA at Harvard and went to Alex. Brown & Sons, one of the investment banks specializing in tech companies, while still working at LSI Logic. I happened to pick up an industry magazine and read an article about Taiwan wanting to start a semiconductor industry. I wrote the editor and got the fax number for his sources in Taipei. I sent them my resume and they immediately hired me.

			So I deferred my job at Alex. Brown to go help the government of Taiwan. I landed there before I even graduated from Harvard to help create a capacity plan for what would become the island’s first fab. The company was not incorporated until November that year. Today Taiwan Semiconductor Manufacturing Corporation (TSMC) is the tenth most valuable company in the world. There is not a single device that you use today that does not have TSMC silicon inside.

			In that era, there was a heavy concentration of technology companies within 100 square miles of Silicon Valley. Don Valentine said you should never fund something that is more than an hour away from your office. All of the value creation was happening nearby. I could see, though, hints of things to come on the international scene. After returning to Alex. Brown, I decided to shift to venture capital. I wanted to be closer to the companies. I wanted to be involved in the early-stage companies in Asia, where there was differentiation, and therefore advantages.

			It was the dawn of the globalization of VC and a series of waves of innovation. The first wave is silicon, which rippled from the invention of the transistor—silicon was the rock thrown into the pond.

			Then came computer and communication systems that couldn’t exist without that silicon, in terms of performance, footprint, and power consumption. Those chips became the key components to digitize the phone companies to create the internet—the third wave.

			The fourth wave was the applications layer that’s on top of the internet: cloud, mobile apps, software-as-a-service. Now we’re in the wave of data science, artificial intelligence, machine learning—the knowledge base that helps drive all of the information coming off the cloud.

			The waves caused by the original silicon continue to get bigger and occupy a larger percentage of world gross domestic product. Incremental productivity now comes from software, and in future will come from better asset utilization and other things related to the deployment of software.

			You will learn about these waves of innovation in this book. More importantly, you will learn how the ripples of change flowed out of the United States and into the rest of the world—but not always easily or successfully. You will learn the special role that venture capital played in that transition, and how it has helped create new clusters of innovation in some unexpected places. You’ll learn what that means for the future.

			Terrance and Jame have spoken with many of the pioneers—people with stories like mine—to shape a lens through which to view the world. I love the title of this book. It’s a prophecy foretold.

			Bill Tai

			San Francisco, August 2023

		

	
		
			Introduction

			Silicon Valley is a byword for innovation. It has been so since the commercialization of the transistor, which is to say, since the onset of the Information Revolution.

			The advent of the transistor, followed by microprocessors, bifurcated technology businesses into those built on “bits” or “atoms.” Bits refers to the zeroes and ones of digitizing information, and related intellectual property (IP). It is about the virtual universe of software. Atoms have mass and physical properties that require energy to move and manipulate: think moon landings and nuclear reactors.

			In 2012, the venture capitalist Peter Thiel criticized his industry for over-investing in companies focused on bits. Software is easy to scale so its most successful companies can blossom quickly, delivering investors a huge payoff.

			“Scale” is a term frequently used in business, especially among tech startups, usually in tones of reverence, referring to making something or patterning something based on a rate or a standard.

			Think of a McDonald’s hamburger, which is a repeatable, mechanized output of a formula, versus the hand-made burger made on a backyard grill. The latter might taste better, but the griller couldn’t sell their burger on the market anywhere as cheaply as McDonald’s can sell a Big Mac. The ingredients, the griller’s per-hour salary and the cost of the grill and its fuel, to say nothing of the costs of advertising the availability and deliciousness of their backyard burger to passersby, must all be factored in.

			They’d have to charge $100 a burger just to break even; in most of the United States, a Big Mac costs around $4.50. At the end of the day, the griller might net a couple hundred bucks, assuming they could find nine or ten people willing to pay $100 for lunch (beer or soda not included); while in 2022, McDonald’s reported $23 billion in revenues, of which $13 billion was a profit. That’s the power of scale.

			Software scales at an incredible rate. A software business needs only a small number of coders. Its product is the same everywhere, with no quirks of minute physical differences (a little too much mustard, a few too many fries). It can ship its products electronically. It has almost no overhead. And because its users are people with smartphones or businesses with laptops, things that almost everyone already owns, the addressable market of customers is global. The unit costs of producing software are therefore far below those of producing a Big Mac.

			Scale is not unique to the Information Revolution. It is intrinsic to innovation. But the potential for scale within computer and communication businesses became so big, at such a fast pace, that it drove the creation of companies that have defined life in the early twenty-first century.

			Think of a company such as Meta, the corporate organization behind Facebook. Thiel made his reputation as a venture capitalist as the first outside investor in Facebook, acquiring a 10.2 percent stake for $500,000 in 2004. That half a million became a $1 billion-plus payout when Thiel sold down most of his shares in 2012.

			He was enormously enriched by this deal because Facebook scaled like wildfire. Along the way, though, it also transformed the attitudes, habits, and opportunities for people worldwide. For some people, it enabled an enduring connectivity with others. As an advertising platform, Facebook and Google have given businesses, even small ones, a new way to reach customers around the world. In some developing countries such as the Philippines and Indonesia, Facebook serves as many people’s portal to the internet.

			But Facebook and other social media have also caused problems. Its algorithms are written to maximize user engagement, which it turns out means catering to base desires and hatreds. Social media have been accused of debasing democratic norms and behaviors in the US, Europe, and beyond.

			These companies did not materialize out of thin air. Someone had to finance them. Even in software, which may only need a few devoted programmers wearing hoodies in their parents’ basements, money is essential to commercialize whatever the nerds are cooking up. Facebook wouldn’t exist without its co-founder, Mark Zuckerberg, but nor would it have become a sustainable business without backers such as Thiel.

			The allure of easy and exponential scaling has made software businesses the focus for two generations of entrepreneurs and investors. But can venture capital do better—and solve meaningful problems—by investing more in companies focused on atoms?

			“We wanted flying cars, instead we got 140 characters,” Thiel quipped. Since then, the big-scale challenges the world faces, including pandemics, demographic upheaval, and climate change, are not just bigger. They are existential. We need innovation if we are to meet them.

			Global challenges require diverse solutions. Although Silicon Valley remains the most important center of technology and innovation, it is no longer unique. That is true within the United States, and it is especially true worldwide.

			Silicon Valley’s own model enabled the rise of other tech clusters; some as complements and others as rivals. The most important innovation to come out of the Valley is not the iPhone or the PC or Amazon’s platform. It is venture capital, the key to unlocking innovation.

			This book is the story of how Silicon Valley exported VC to the rest of the world—and what the future of innovation and competitive advantage looks like now that everyone has their own key, of one fit or another.

			Innovation isn’t the same thing as invention. Invention is as old as civilization: agriculture, fire, the wheel, paper, gunpowder, boats, compasses, money itself—these are all inventions and the list of them is as endless as history. Innovation is turning ingenuity into commercial ideas, and it only began to drive economies with the advent of the Industrial Revolution and the creation of scale through technology. The invention of the transistor set the stage for the Information Revolution, but it took innovation to put silicon-based semiconductor chips inside our devices. Commercial risk requires funding, and VC was invented to channel big pools of money into risky startup companies.

			VC is primarily about aligning incentives. Roughly nine out of ten startups fail because they are small companies with no profile, untested technology, and unknown founders who come from modest backgrounds. They need money to get started, to grow, to market themselves, build sales channels, and deal with whatever hurdles come their way. If you give just one startup your money, you are very likely to lose it all. If you give ten startups some money, and one of them is the next Google, you will become rich regardless of how the others perform.

			This sounds simple, but to achieve this kind of alignment is not easy. It took VC several iterations in the US to land on the right formula. Exporting it was even harder. Incentives include options, tax breaks, and other aspects of a business environment that companies and investors cannot control. In most cases, governments had to take steps to nurture a VC industry, either by removing obstacles or, in the case of China, by coopting VC for its own purposes.

			Even then, there is no guarantee that VC will be effective. Culture matters too, which explains VC’s weakness in Europe and Japan, despite those places having sophisticated industrial bases and technically excellent people. Other markets such as India are embracing VC and the innovation economy with relish, but are doing so as relatively poor countries (in per-capita gross domestic product (GDP) terms) with weak infrastructure. Are these markets the future of innovation or merely stomping grounds for big US and Chinese tech companies?

			The good news is that much of the world has learned how to foster VC, or is feeling its way there. This means innovation is to be found almost everywhere, and this is grounds for optimism. The scale of problems like climate change suggests our future will depend on these many clusters of innovation being able to collaborate.

			The bad news is that US–China geopolitical tensions are throwing up barriers—to trade, to capital, to flows of data and information—and the VC industry is in the crosshairs. Politics within the US, notably an anti-immigrant nativism, also threatens to weaken Silicon Valley’s attractiveness or accessibility for the brightest entrepreneurs from other countries.

			Planet VC tells the story of how VC went global, how governments as different as Israel and Indonesia played roles in developing VC industries, and what this means for the next wave of innovation. The true answer to Thiel’s “bits versus atoms” question is that we will need innovation in both, and increasingly it will come from outside of the US.

			This book is the result of a partnership between Terrance Philips, a banker, and Jame DiBiasio, a journalist—a partnership that extends across the worlds of finance, tech, public policy, and academia. Planet VC is written for professionals with similar interests.

			From the heights of geopolitics to the nitty-gritty of planning the next investment, technological disruption continues to shape every decision. Knowing the financial history behind innovation in the key centers of the world provides a framework to make sense of today’s headlines and appreciate the big picture of where opportunities will lie.

			Planet VC is organized to tell a single story that unfolds across various countries at different times. Chapter One narrates the importance of innovation and VC’s role, with illustrations of early successes in China. Chapter Two explains VC’s American origins. Chapter Three explains why VC failed to take root in Europe as well as its belated successes.

			The next set of chapters, Four to Six, relate VC’s carving out of beachheads beyond Silicon Valley, in Israel, Taiwan, and Singapore. They look at the interplay between governments, VCs, and tech companies, and put VC’s rise in the context of the geopolitical environment.

			Chapters Seven and Eight return to the US, the shift of investment from hardware to software, and the rise of the PC. This occurred amid an important part of tech history: Japan Inc.’s efforts to displace the US as the world’s leading tech player. VC played an important role in maintaining Silicon Valley’s dominance, and its subsequent leap into the internet.

			The internet enabled the rise of China as the only true challenger to Silicon Valley. China’s story—including its rise, its impact on global VC, and most recently its self-inflicted setbacks—is recounted in Chapters Nine through Twelve.

			Chapter Thirteen looks at India and Southeast Asia, the up-and-coming markets where VC is going to have an outsized influence over the next decade. India has the potential to join China and the US as a full-fledged tech power, with its VC industry now leading the way.

			Chapter Fourteen concludes by looking ahead. The rise of VC since the ashes of the dotcom crash in 2001 has benefited from a benign macro environment of ever-falling interest rates and relative stability. In 2022 that environment changed irrevocably. Global equity and fixed-income markets crashed, and no sector was hurt more than technology. The business models of most VCs, predicated on cheap or free money, were made irrelevant almost overnight.

			There are reasons for optimism, and the opportunities for VC are bigger than ever, but only if the industry is considered in its proper global context rather than as just a US story.*

			Terrance Philips and Jame DiBiasio

			Hong Kong, July 2023

			

			
				
					*Note: Dollar amounts in this book are US dollars, unless otherwise stated.

				

			

		

	
		
			1: Venture Capital: The Greatest Export

			When we think of innovative companies changing the world, we probably think about the likes of Apple, Google, Amazon, Facebook, and Netflix: the giants of Silicon Valley.

			These companies are important not just because they are huge—although they are huge, with Apple’s market capitalization surpassing $3 trillion in January 2022.

			They are important because they have transformed our lives. We rely on them even if we also fear their access to our personal data, or don’t trust some of the things they’re developing, like artificial intelligence (AI).

			Think of what the Covid-19 pandemic would have been like without Amazon or online delivery services to sustain our economy, or without Zoom or social media to keep us connected and let a substantial part of the workforce operate remotely.

			Nor is innovation just about computers and the internet. It’s also about biotech. Where would we have been these past years without the incredible vaccines developed by companies like Moderna?

			So far, we are talking about innovation as an American phenomenon, with a list of the most famous Silicon Valley companies.

			However, in Planet VC we show that more of the next generation of tech companies, and the innovation they produce, will be found outside of the United States. And we also show that the secret ingredient that has unlocked this innovation wave, both in the US and abroad, has been the means of financing risky startups with institutional money: venture capital.

			Venture capital is Silicon Valley’s greatest export. Not the iPhone or the personal computer, not e-commerce or genetically engineered drugs.

			Why?

			Because venture capital is the toolkit to unlock creativity that all humans can possess and turn it into fast-growing businesses. Countries that have figured out venture capital, or VC as it’s known, are now creating their own Silicon Valleys.

			Some of these new centers of innovation are complementary to America’s. They grow the pie through trade and allowing consumers around the world to benefit from what they create.

			And some are becoming competitors. The story of VC’s globalization is also a way to tell the story of America’s place in the world and the rise of direct competitors such as China, as well as emerging centers of power such as India that seek to carve out their own geopolitical path.

			As we’ll see, VC is not a given. It doesn’t just happen. It has to be created. The toolbox must be opened and the tools applied in the correct manner, sometimes by VCs themselves, other times by governments.

			Early win: Baidu

			To get a sense of what’s possible for VC outside of the US, let’s look at the Chinese company Baidu Inc. Its story shows how venture financing made a critical difference in the early days of China’s internet industry—and delivered incredible returns for its investors, including its private VCs as well as ordinary American retail investors.

			Baidu has done as much as any American Big Tech company to shape life in the twenty-first century. It operates the world’s second-most popular search engine, after Google, and is a leader in AI and autonomous vehicles. Its co-founder Robin Li is an internet pioneer with a net worth as of April 2021 of $14.7 billion, according to Forbes.

			Non-Chinese media still refer to Baidu as “China’s Google,” but the search technology that Li developed, using hyperlinks to rank a site’s relevance, predates Google. He built the prototype of his search engine in 1996 while working at Dow Jones, helping the company develop the Wall Street Journal’s online business.

			Robin Li Yanhong was born to factory workers in Yangquan, an ancient but small (by Chinese standards) city in Shanxi Province, far from the wealth and bustle of coastal cities like Beijing, Shanghai or Guangzhou. He had enough brains and grit to get into the prestigious information management department of Peking University.

			From there he won admittance to the doctorate program for computer science at Buffalo University—landing in another small factory town. Li was part of a small but growing wave of young, talented Chinese getting a first-class education in the United States.

			He settled for a master’s degree in 1994, skipping the doctorate in favor of getting a job, and began working for a unit of Dow Jones in New Jersey, where he developed his search-scoring algorithm, which he called Rankdex. Li got a US patent for it in 1996, and Google co-founder Larry Page even cited it when, two years later, his company filed their own patent for search.

			Li then worked as an engineer at Infoseek, a nascent internet search company that was the default engine on Netscape’s browser, Navigator. In 1999 he returned to China and teamed up with Eric Xu Yong to launch Baidu.

			Eric Xu had also studied at Beida (as Beijing University is known) as a biologist. He parlayed that into a PhD degree from Texas A&M University and a post-doctoral research fellowship at University of California, Berkeley. While in California he also worked at two biotech startups.

			Li and Xu incorporated Baidu in 2000 in Beijing. They are among the first wave of Chinese who studied and worked in the US, especially in its technology sector, and returned to China to create their own businesses.

			China’s early internet

			In the wake of the 2008 global financial crisis that embroiled the US and Europe, China’s economy powered ahead, and Beijing began rolling out programs to attract more returnees. The government recognized the value of wooing home its most entrepreneurial citizens who were immersed in Silicon Valley’s culture of innovation.

			But in 1999, when Li and Xu went back to China, they were early in this trend and what government support existed wasn’t suited to private startups. They were building their network from scratch, and it wasn’t easy.

			China had caught dotcom fever in the late 1990s, just like the US. Its most prominent players were portals—companies that provided web browsers to surf the internet. Sina, Sohu and NetEase were all founded in the mid-1990s and were duking it out for Chinese-language eyeballs, not just in the mainland but in the US and Hong Kong.

			These browsers were modeled after Netscape Navigator and served as a “yellow pages,” with directories for all kinds of websites, from games to news. The Chinese aesthetic was “more is more,” giving these portals a madcap vibe as they stuffed as much as possible onto their sites, hoping to cater to every type of click.

			Li knew his search algorithm could transform Chinese-language search. He had the US patent to prove his chops. But this required a dedicated team of engineers and salespeople.

			Most of all, Baidu had to prove it could beat the portals. These companies depended on revenue from advertising. Online ad spend in China amounted to about $30 million by 2000,1 a pittance compared to that in the US, and the big three portals were all struggling. But Sina got the ball rolling with a spectacular first, getting approval to list on Nasdaq in April 2000, raising $68 million. Sohu and NetEase quickly followed.

			This was the very top of the dotcom bubble on Wall Street, and Sina and the others put China on the map. They were China’s Goliaths, and Robin Li wanted to be the underdog with the deadly slingshot.

			But for that slingshot to hit its mark, Baidu was going to need money. Real money: ten million American dollars.

			And there was no money for a startup in China.

			The search for funding

			China had plenty of entrepreneurs, but not in the iconic sense: not as Silicon Valley, Steve Jobs-type visionaries.

			In 1979, Chinese paramount leader Deng Xiaoping launched his “reform and opening-up,” gradually creating space for private enterprise to support the government’s investment-led growth strategy. The economy took off, and soon small enterprises accounted for more growth and employment than the state-owned enterprises (SOEs). But the state never relinquished control over the economy’s commanding heights. Credit remained the purview of state-owned banks, which were ordered to lend to SOEs.

			Small-business owners had to rely on friends and family to get started. This was fine for small-scale factories or other cottage industries that people understood. No one, however, was prepared to lend to untested startups in risky businesses—certainly not companies that were surely going to rack up years of losses before they could turn the corner.

			Sohu got its start because its founder had studied at Massachusetts Institute of Technology (MIT) and had American contacts willing to back the company. Sina’s various founders also had overseas educations, and they assembled the company out of a series of mergers and acquisitions (M&As). NetEase emerged from its humble roots in Guangzhou in 1997, at a time when there was hardly any competition, and won backing from Baring Private Equity in Hong Kong. By 2000 the nascent Chinese internet was hotly contested, but no one was making a profit.

			Robin Li and Eric Xu cobbled together $1.5 million from “friends and family” investors. This was an impressive sum, but only 15 percent of what they thought they needed to make Baidu a success. They had no choice but to turn to the one place in the world with an industry full of people crazy enough to give an unknown, risky startup the other $8.5 million: the US.

			They traveled to Silicon Valley and pitched dozens of venture capital firms. This was in the wake of the Sina initial public offering (IPO), so some people in the VC industry had a hazy awareness of China: lots of people, lots of eyeballs, “the Wild East.” That was about it. Amid the dotcom craze, there were a lot more reliable home runs in the US of A.

			What Li and Xu didn’t appreciate was that the VC community in Silicon Valley was parochial. The industry gathered around the nexus of Sand Hill Road, a nondescript highway connecting Palo Alto, Menlo Park, and Woodside, home to many tech companies and Stanford University. It had become a truism that investors would only back startups within a stone’s throw of Sand Hill Road.

			The Baidu team found no takers.

			Now they were getting desperate, mailing letters to any VC firm cold. They sent one to John Fisher, co-founder of Draper Fisher Jurvetson (DFJ). Fisher and his partners received hundreds if not thousands of such letters a year, but Fisher knew one of Baidu’s angel investors. He passed the letter to an associate, who agreed to meet Li and Xu. She was impressed by their pitch, but so had been others, and the matter might well have ended there. DFJ, however, had something unique: an office in Asia.

			DFJ’s global venture capital fund

			In the year 2000 there were hardly any venture capital firms operating outside of the United States. A handful had begun to see that the rest of the world offered a growth story for tech companies.

			Silicon Valley was filled with immigrants, from Europe, Israel, Taiwan, mainland China, India, and beyond.† Some of these people saw the potential to take the Silicon Valley model back home. Many were engineers and entrepreneurs. But none of them could succeed without venture capital—the secret ingredient to Silicon Valley’s success.

			DFJ was an exception to the parochial norm. Its partners, though Americans, had a feeling that the rest of the world was going to follow America’s example, so it would be better to get in early, find the best entrepreneurs, and make a killing.

			They set up ePlanet, the first global VC fund. It was special in two ways. First, it was aimed at late-stage companies in the US—that is, private companies that had matured beyond the “startup in the garage” phase and now needed much bigger funding to achieve scale. The second was to allocate money to early-stage companies in Europe and Asia. ePlanet raised $650 million, of which about 10 percent would be allocated to Asia.

			“They weren’t bullish on Asia, but they wanted to ride the wave early,” says Finian Tan—the man DFJ ePlanet recruited to invest that 10 percent. “I had about $60 million to work with.”2

			Finding DFJ’s Asia partner

			Tan grew up in Singapore. After a promising education in the UK—at Cambridge, then an engineering degree at University of Glasgow—he returned home to work, first at Shell Eastern Petroleum, then at commodities trading firm J. Aron (which was later acquired by Goldman Sachs).

			His real break came in 1997 when he was recruited into government. Since its founding, Singapore—a city-state of just four million people situated among big, sometimes dangerous neighbors—has prided itself on effective and clean governance. The government and bureaucracy attracted the best and the brightest, a reputation it maintains today.

			Although elite, the culture was prone to groupthink. Singapore’s mandarins had guided the country to prosperity, but they saw it needed to make the jump to tech and high-end services. They acknowledged they needed some outside expertise, and recruited Tan to serve as deputy secretary at the Ministry of Trade and Industry—the highest position ever given to a non-bureaucrat.

			Tan’s mission was to help make Singapore into an entrepreneurial country, a story that we will tell later. While in government, Tan brought under his wing a young associate, Jixun Foo. When Tan decided to return to the private sector, he took Foo with him.

			While in government, Tan had visited Silicon Valley, so he was a known quantity to any VC with an interest in Asia. When DFJ launched ePlanet, they recruited Tan to serve as their founding partner for Asia.

			Tan’s vision for the Chinese internet

			Tan didn’t operate like a typical VC fund.

			Usually, venture funds take equity stakes in startups knowing that these are risky companies that may not ever turn a profit. The classic model is to seed ten companies and expect seven to go bust, two to muddle through, and one to take off like a rocket. It’s a business of strikeouts and grand slams, not base hits and walks.

			But Tan didn’t want to operate that way. Perhaps it’s his Singaporean side, or his time in government, or just the lack of deals in Asia at the time. He was cautious.

			“I was confused about the internet,” he says. He looked at companies like Amazon and Yahoo!—then still in their infancy—and wondered how their business models would survive if transported to Asia. “How do eyeballs become money?”

			He knew only two things.

			First, the internet would grow like wildfire.

			Second, China’s economy would grow like wildfire.

			How could he make money when both things became true?

			Tan looked at the previous computer revolution: the personal computer. Microsoft was the clear winner of the PC. Its rivals had been software companies writing applications like Lotus123 and WordPerfect, but it was Microsoft’s operating system that captured all the money. From within this fortress, Microsoft could then produce copycat apps and services: Excel, Word, or its own browser, Explorer. Its services didn’t have to be as good as Lotus123 or WordPerfect, but the convenience factor meant that packaging these with Microsoft’s operating system gave the company an insurmountable advantage.

			Tan could see therefore that the leaders in China’s internet business, the browser companies, were giants lumbering on feet made of clay. But he wasn’t sure yet what was the equivalent of Microsoft’s PC operating system for the internet; what was the new killer edge?

			He had one idea: search. He noticed the first thing his friends in China did when they opened Sina or Sohu browsers was conduct a search on their directories.

			Search was more than just a function: it influenced user behavior. Robin Li’s idea was to get rid of the clutter of Chinese portals and present them with a clean screen that asked them to query for what they really wanted to see.

			Finian Tan found out that US browsers such as AltaVista and Yahoo! relied on third-party search engines such as Inktomi to power their directories; some used a Taiwan startup called Openfind for the Chinese-language market in Asia, but it wasn’t available in mainland China.

			When DFJ in Silicon Valley sent the Baidu team to Finian Tan, he knew he had found what he had been looking for.

			Investing in Baidu

			He and Jixun Foo organized a call from Singapore with Robin Li and Eric Xu while the two founders were still in the US. They followed this up with dinner in Beijing at the Kerry Hotel. Located near to the Beida campus, the Kerry had become the unofficial ePlanet headquarters in China, at a time when capital was scarce and investors could require founders to visit them where they pleased.

			Tan had one essential question: Sina had just completed its IPO, making it the first China listing on Nasdaq, and it was what everyone in Asia’s tech circle was talking about. Could Baidu beat them?

			This was a sensitive question, because Baidu’s business model was to serve as the search engine for Sina, Sohu or NetEase. The Baidu team was careful to include Sina and Sohu executives in their negotiations with Tan, to the point that Robin Li prevented Tan from meeting them on his own. Tan and Jixun Foo did their own asking around to make sure they were confident that Baidu had the goods. And it did: its search was both faster and more relevant than what the browsers were using.

			Baidu needed $10 million to absorb several years of expected losses, given the high costs of the engineering talent required. It also needed a cushion in case Sina and Sohu didn’t grow quickly enough, which would mean they had too few consumers conducting online searches. Baidu intended to charge Sina Rmb000.1 ($0.000015) per click. Over time, that would become a ton of money—if everything worked. Even optimistic scenarios, however, meant Baidu would burn money. It needed deeper pockets than the $1.5 million of angel backing it had already won.

			Tan, because of his particular view of China and the internet, was convinced. “Baidu was one of a hundred deals for other VCs,” he says. “But for me, it was one of one. This was the only company I wanted.”

			By now Tan had been running ePlanet’s Asia business for 18 months without a single deal. The internet had confused him until he had met Baidu. He decided to put all his chips on the table and offered to back the entire $8.5 million ask.

			In the end, another VC, IDG Capital, persuaded him to give it a $1 million allocation; we’ll meet IDG later but suffice to say it was about as venerable a name as you could find in Asian VC, and it already had the on-the-ground presence that ePlanet lacked. Finian Tan agreed to share some of the action with this more established rival.

			IDG’s version of this story is a little different: it says it was the first institution to commit to Baidu’s raise, under the leadership of its partner Fei Yang.3 But it confirms the business case: Baidu’s search prowess was far superior and knew how to please Chinese internet surfers, who were growing in number by nearly 60 percent year-on-year. Also, importantly, IDG saw that Baidu’s team, with Western experience and a focus on the Chinese user, would be best positioned to take on Yahoo! and Google.

			Baidu takes on the portals

			ePlanet ended up taking a 25 percent stake in Baidu and two of seven seats on the board, both of which Tan assumed, although informally he included Jixun Foo. He now had equal weighting on the board to Li and Xu.

			Tan portrays the operations of the board as essentially decisions between him and the two co-founders. “All we did was say yes, because Robin and Eric had good ideas,” he says.

			The biggest challenge was being tethered to Sina and Sohu, which provided most of Baidu’s revenue. As their traffic skyrocketed, the browsers forced Baidu to renegotiate, demanding they pay only a tenth the rate agreed per click. At this rate, Baidu would never turn a profit, no matter how quickly China internet usage grew. Staying small was not an option for an investor like ePlanet: to survive and thrive, venture capitalists needed grand slams.

			Worse for Tan and Foo, the Baidu executive team began worrying they might have to sell the company. That wouldn’t be a home run, to stay with the baseball analogy: it would be three strikes and you’re out.

			The only other option was to combat the browsers head-on. Baidu didn’t have the customers, but it had the algorithm. The company launched its own website called Sherpa, “powered by Baidu.” The hedged marketing didn’t fool Sina and Sohu, which severed ties to Baidu, thinking they’d crush it. But Baidu’s search engine proved to be far more useful than a browser’s portal.

			Eventually Eric Xu left the business due to an internal dispute, but he exited as a billionaire. In 2005, Baidu went public on Nasdaq.

			Baidu’s Nasdaq IPO

			The listings of Sina, Sohu and NetEase had been a big deal in Asia, but these were small deals in the US. When the dotcom bubble collapsed in early 2001, their combined market caps were below $200 million, recalls Jixun Foo. But from 2000 to 2005, China’s internet user base exploded from zero to almost 400 million people.

			“Baidu became the de facto gateway for everyone,” Jixun Foo says. And the ad revenues followed.

			The old browser companies still exist but by 2005 they had all diversified into other businesses, because the browser model was dead. Sina launched Weibo, known as China’s answer to Twitter. Sohu went into video hosting, NetEase into gaming. Baidu’s pure search model elevated it into the BAT, as the new Chinese triumvirate of Baidu, Alibaba and Tencent became known. Baidu was one of the winners of the Chinese consumer internet business that would power the country for the next two decades.

			Baidu’s IPO on Nasdaq was a watershed. It put China tech on Wall Street’s map and to this day remains the most lucrative ADR in Nasdaq history (ADRs being American Depository Receipts, the term for listing US-based shares of a foreign company).

			Goldman Sachs, Piper Jaffrey and Credit Suisse First Boston underwrote the IPO, with the ADRs offered at $27. Trading opened at $66. By the end of the first day, the price had reached $122: the best performance by an overseas company in Nasdaq history. (That was despite Goldman and Piper analysts spending the first year talking down the stock, claiming its true valuation was only $27 a share, an abuse that Baidu’s executives preferred to play down.)

			The company’s IPO valued it at around $1 billion but by the end of 2006, it had reached a market cap of around $4 billion; and by end 2007, it was trading around a $10 billion valuation. In early 2015, at the stock’s peak, Baidu was worth $114 billion.

			VC’s success beyond America

			The deal did more than put China tech on everyone’s radar screen: it also proved that venture capital could work in Asia, in a language that everyone on Wall Street understood.

			IDG held on to its Baidu shares until 2007, when it exited and realized a return of nearly a hundred times on its investment.

			Baidu made the careers of Finian Tan and Jixun Foo, who soon left DFJ ePlanet having banked a 40x valuation on their $7.5 million bet. They went on to pursue their own careers in venture, with Tan founding Vickers Venture and Foo becoming a founding partner of GGV Capital.

			The Baidu story shows that the world outside of the US is chock full of entrepreneurs, ideas, innovation, and eager customers. But it took an arm of an adventurous Silicon Valley VC to provide the money that Baidu needed to launch, pivot against bigger competitors, and get listed.

			Capital has always been the necessary partner, the secret sauce, to innovation. For most of the twentieth century, venture capital was an American phenomenon. The story of how other innovation centers, from Beijing to Bangalore, have emerged depends on when and how venture capital emerged in those markets. In the case of Baidu, the VC firm was American. But once the template is found, local capital also begins to form.

			When and how local venture capital emerges also colors the nature of innovation in those places. Tech scenes from Tel Aviv to Taipei may complement America’s, or not—but they are all different.

			But as the next chapter will show, exporting VC wasn’t easy. In fact, in the earliest days, these efforts failed. Let’s find out why.

			

			
				
					† For simplicity, references in this book to China refer to mainland China, while references to ethnic Chinese people include people from mainland China, Taiwan, Hong Kong, and Southeast Asia.

				

			

		

	
		
			2: USA: The Funding of Change

			Venture capital was invented in Boston in the 1940s. It was a deliberate act. There was nothing natural about creating a fund to invest the money of other institutions into risky, unknown startups. Venture capital was itself a risky innovation and its first iterations were flawed, and almost failed.

			In this chapter we will look at the birth of venture capital in the United States, the conditions that created it, why it mattered, and the first home run in VC, scored by an East Coast firm called American Research and Development Corporation (ARD). This will help us to appreciate the first attempts at exporting the US VC model.

			The mystery of takeoff

			Although people have always invented, economies and living standards grew very slowly through most of history. This changed radically in the middle of the nineteenth century, first in Great Britain, then in France, Germany, and the United States.

			Historians have calculated that Britain’s real GDP per person (adjusted for prices) grew by 0.2 percent from 1270 to 1700. At that rate, no one would have experienced a sense of change in their lifetime. It accelerated slightly in the eighteenth century. Then Britain experienced takeoff, with GDP per person rising 1.25 percent by the mid-1800s.1

			By the 1870s, the industrialized Atlantic world spun out one life-changing invention after another, while the rise of corporations commercialized these for another new phenomenon: the mass market.

			The classic economists could not explain this. Adam Smith, writing a century earlier, said labor created wealth. Karl Marx, writing in 1867 as takeoff was being imprinted on society, ascribed wealth creation to labor and capital, with capitalists exploiting workers through their ownership of the means of production. But no one could explain why things were changing so quickly.

			Joseph Schumpeter is the intellectual author of the innovation economy. Born in the Austro-Hungarian Empire in 1883, he moved to the US in 1932 to teach at Harvard. He framed economics in terms of business cycles, entrepreneurial “creative destruction”, and the role of money in funding change.

			Schumpeter benefited from experiencing the rise of corporations, capital markets, and the fruits of scientific advancement that were rudimentary in Smith’s time. His heirs have also benefited from seeing how Schumpeterian change unfolded in cumulative waves. The most prominent of these is Carlota Perez, a Venezuelan-British scholar who, writing in the early 2000s, recast Schumpeter’s business cycles in terms of technological diffusion.

			Perez argued new technology systems did more than just impact business and growth patterns. They changed the way businesses operated, requiring new regulations, new training, and new ways of doing things. In other words, transformative innovations do not stand alone but arrive in mutually supportive waves, until eventually their impact wanes and they are displaced by a new set of breakthrough technologies.

			She phrased these waves as “great surges”: the Industrial Revolution; the Age of Steam and Railways; the Age of Steel, Electricity and Heavy Engineering; and the Age of Oil, Automobiles and Mass Production. Her fifth wave is the Age of Information and Telecommunications—an age that has defined our lives, and is now giving way to something else.

			Finance has been critical to all of these waves, but the manner of that funding the information and telecommunications revolution has a story of its own: venture capital.

			Financing change

			VC firms invest in privately owned startups in the hope that one of these companies will hit it big—and knowing that most will deliver mediocre returns or fail outright. It is a style of investing that is deliberately risky. But that’s what makes VC work.

			The venture capitalist is an intermediary. VCs manage money on behalf of large institutional investors like pension funds, insurance companies, sovereign wealth funds, university endowments, and wealthy families. These are the asset owners, often managing funds on behalf of others (such as pensioners). They lack the expertise to select which entrepreneurs to support, so they invest in VC funds to do the work for them.

			Such asset owners are referred to as limited partners (LPs) because they put their money into a VC fund as partners with no active say in how the business is run—that is up to the VC’s people, its general partners (GPs). These GPs operate the fund and get compensated for their performance.

			VCs serve as a buffer, taking on the risks of venture investing on behalf of asset owners, while getting paid handsomely when they strike gold. Their structure is designed to fill the need of risky new companies: in the US, typically 50 percent of startups will fail within five years2 and so traditional banks won’t lend to them.

			VC funds therefore provide the capital to help the best of these startups survive those initial years. The leading VCs have played a critical role in the development of American business and life. From 1972 to 2019, companies backed by Sequoia Capital—just one VC—had an aggregate value of over $3 trillion.3

			But VC only flourished in the US since the 1960s, and remained niche and obscure for its first two decades.

			Early means of funding entrepreneurs

			Throughout most of history, innovation was financed by wealthy partners using family money.

			The early Industrial Revolution in Britain was financed this way: Richard Arkwright wasn’t alone when he invented the spinning frame; he had financial partners who invested in him because they saw the potential for the invention to transform British textiles. Ditto for James Watt, an engineer who relied on financial partners to turn his steam engine into something that could be marketed and sold.

			Over time, new financial arrangements emerged to support entrepreneurs.

			The emergence of giant corporations in the late nineteenth century in the US, Germany and Japan created a model for massive, well-funded, in-house research labs. Big companies can be very innovative, but they do not create entrepreneurs. Their brilliant employees are encouraged to remain with the company, which is good for the company but not for the diffusion of knowledge—which means their learnings remain bottled up, and their impact on society is limited. This overweening corporate culture is a big reason why the technological stars of Japan and Germany didn’t strike out on their own, denying their communities a pool of entrepreneurs.

			These people chose to remain in their big companies because they could see how difficult it would be to go independent. The most fundamental problem would be surrendering their salaries and bonuses and having to secure funding from somewhere else.

			They could try asking a bank for a loan. In theory, financial institutions can help fund entrepreneurs. The reality is, however, that banks are never going to lend to risky startups that often have no revenues and may not even have a product. Banks prefer to lend to companies that don’t need the money.

			Similarly, startups could try tapping the stock market. There are periods of time when stock market investors are willing to take a flutter, such as in the 1920s, when dozens of radio startups were able to list on the New York Stock Exchange’s secondary bourse, the Curb market. The mania only lasted a few years, though, and then these stocks collapsed—leaving the future of radio in the hands of a combination of giant conglomerates.

			Bank loans and corporate labs are not suited to financing entrepreneurs. Innovation is risky and the startups that bring new ideas are untested. Entrepreneurs, where they exist, have traditionally relied on the patronage of rich families.

			From families to funds

			The first generation of professional VC firms in the US stemmed from earlier funds and personal networks set up by very wealthy industrial families, such as the Rockefellers, the Phipps, and the Carnegies: the titans of oil, steel, and railways. These wealthy pools of capital backed startups in the next generation of industries, such as aviation, automobiles, and photography. McDonnel Douglas, Henry Ford’s Detroit Motor Company, and George Eastman’s Kodak were all backed by family funds.4

			These family funds would later morph into the first generation of professional VC funds, including Venrock (Rockefellers) and Bessemer Venture Partners (Phipps). However, in their early years, they remained small and relied on an interested family member to drive their investments almost like a hobby.

			Passion was required because returns were not very attractive. Laurence Rockefeller, who launched the family’s venture fund in 1938, made 3.2 times his money over the next three decades—but the S&P 500 Stock Composite Index returned 8.6x in the same period (calculated to compensate for the index’s formal creation in 1957). Some 44 percent of Laurence Rockefeller’s investments lost money.

			“Venture capital endeavors are not for the impatient, the faint of heart, [or] the poor loser,” he said.5

			There simply were not enough rich families with a taste for adventure to fuel America’s growing need for financing new companies. Banks and new pools of institutional capital, such as insurance companies and pension funds, were very conservative and would never lend to a company without profits and a solid reputation. A few insurers did try venture investing, but their lack of expertise quickly disabused them of the notion.

			Investments in risky assets were made even more unattractive by taxes on capital gains, levied as part of Franklin D. Roosevelt’s New Deal programs. Capital gains were taxed at 39 percent, top-bracket incomes at 79 percent, and startups were taxed like big companies once they began to expand. The US emerged victorious from the Second World War in 1945, but for all its manufacturing prowess, industry in the 1940s and 1950s had a worryingly poor record of new company formation.

			ARD: the first VC company

			Old-money wealth, banking and insurance was centered in Boston, New York, and Philadelphia. Philly had old money, New York had Wall Street, and Boston boasted Harvard, MIT, and the labs conducting most of the military’s wartime research and development (R&D). It was from this East Coast milieu that a new idea of venture funding sprang to life.

			Ralph Flanders, a Vermont engineer and industrialist, was serving as governor of the Boston seat of the Federal Reserve System. He, along with Karl Compton, the President of MIT, established ARD in 1946, in Boston.

			Although some of ARD’s backers included old-money families such as the Whitneys and the Rockefellers, ARD was the first company designed to channel the money of institutions—endowments, pension funds and insurance companies—to entrepreneurs commercializing new technologies.

			ARD was created as a listed company on the Boston bourse that would take equity stakes in promising startups, as well as their convertible debt or convertible preferred stock. It would nurture its companies with managerial help and, via its MIT connection, technical advice.

			The General takes command: Georges Doriot

			Flanders was meant to head ARD but that same year he was elected to the US Senate, so the job went to Georges Doriot, a French immigrant who had served as the US military’s quartermaster general during the war—and thus was often known simply as “the General.”

			Doriot was a natural leader. Born in Paris in 1899, his father was an engineer who helped Peugeot build some of the first cars. Doriot père sent Georges to the US to study, but by 1921 Doriot fils had become the teacher, at Harvard Business School. There he would nurture many pioneers of the venture world, including the founders of Greylock Partners and Fidelity Ventures, two of the most eminent East Coast VCs.6

			The challenge for Doriot was to prove the ARD model, which is to say, to prove the idea that a professional fund could deliver its institutional investors a good return while supporting the development of innovative companies.

			It didn’t work—at first. ARD’s portfolio companies lost money during its early years, therefore ARD lost money too. It depleted its initial capitalization of $3.4 million and struggled to raise more.

			Doriot inherited four big problems when he took over ARD. First was its capital structure: as a listed company, it had to provide dividends, which often meant selling out of its best-performing companies to oblige its shareholders. Also, ARD was set up as a closed-end fund, which meant it could not create new shares to meet any increased demand; only the existing shares could trade.

			His second problem was tax. ARD was not considered a pass-through entity for tax purposes, which meant ARD had to pay capital gains taxes (which meant its partners were paying tax twice, once on their income, and again on their capital gains). And although ARD charged a management fee, it levied this on its portfolio companies, instead of its investors. This only hobbled its companies’ performance.

			Third—fatally—ARD couldn’t retain its best people because it couldn’t offer its directors stock options in the portfolio companies. Doriot recognized the need to offer his team outsized returns to compensate for the fact that most of ARD’s investments made losses. But as a publicly listed company, Doriot’s attempts to do so ran afoul of the Securities Exchange Commission, which considered this a conflict of interest.

			ARD’s fourth problem was the sole one that Doriot could address: it struggled to find good investments. In 1957 he finally struck gold.

			Dawn of the Information Revolution

			By this point, the underpinnings of the Information Revolution were being erected. Early telecommunications, radio, television, sound recordings and radar all relied on vacuum tubes: airtight tubes in which electric currents could zip back and forth, amplifying things like radio signals. General Electric and AT&T were among the key developers of various types of vacuum tubes, and they pooled their patents into a new conglomerate, RCA.

			Vacuum tubes were problematic, though: they used up a lot of electricity, consumers had to periodically replace them, and they were big and clunky.

			The vacuum tube’s fate was sealed in 1947 when John Bardeen, Walter Brattain and William Shockley, researchers at AT&T’s Bell Labs in New Jersey, invented the first workable transistor (for which they’d share a Nobel Prize in physics in 1956).

			Like tubes, the transistor amplifies or switches electronic signals and electrical power, but via a solid-state material. This is usually in the form of a sliver of conductive material like germanium or silicon, rather than a fussy, power-hungry glass ensemble. The transistor made electronics increasingly cheaper, faster, and more precise in their use.

			It is a bedrock invention that formed the basis for consumer electronics, computers, and smartphones: the moment when Carlota Perez’s next wave of innovation changed the world.

			But in the 1940s and 1950s, few people had any inkling of a transistor’s potential, let alone the know-how to turn chips into a business.

			One of the first companies to commercialize transistors was Texas Instruments (TI), which was established in 1951 by veterans of the oil exploration industry. It licensed AT&T’s transistor technology for $25,000.

			TI had evolved out of petroleum-tech companies, so it wasn’t a startup built from scratch. But its research did require capital, so it went public in 1953 by merging with a sleepy rubber manufacturer listed on NYSE. That infusion of money from this backdoor listing financed TI’s production of the first transistor radio, in 1954.7

			Four years later, one of its researchers, Jack Kilby, invented the integrated circuit (IC): putting multiple transistors on one piece of semiconductor material (in this case germanium), creating a device exponentially faster, smaller, and cheaper than a series of single electronic components.

			Kilby wasn’t alone. In California, Robert Noyce of Fairchild Semiconductors independently developed the IC, so both men are considered the inventor. Noyce’s design was the more sophisticated, while Kilby’s was intended for cheap, mass-produced things like pocket calculators. One of Noyce’s most important innovations was the selection of better semiconductor material: silicon.

			The first computers

			The IC (or microchip) would launch the Information Revolution. But what would ICs power? Computers!

			Charles Babbage in 1830s England first worked out the idea of a machine that could carry out a sequence of mathematical or logical operations, but his government funding ran out before he could complete his hand-built device.

			By the 1930s, Britain, the US, and Germany were building early computers powered by vacuum tubes, with German engineer Konrad Zuse replacing Babbage’s decimal calculations with a simpler, binary one—just ones and zeros were needed to trigger electronic switches. The term for a signal or datum that is expressed in zeros and ones is digital.

			In 1936, the British mathematician Alan Turing proposed the idea of a universal computer that could calculate anything that is computable by being fed instructions (a stored program, i.e., software, which at the time meant punch cards or a tape).

			These prototypes ran on hundreds of bulky, expensive, and unreliable vacuum tubes. During the war, Turing led the British effort to decrypt German naval codes with the aid of electromechanical machines. After the war, British government funding supported the creation of the first stored-program computers, at the University of Manchester. These still operated on cathode ray tubes rather than transistors and were designed purely to solve math experiments, but the designs were contracted to a local engineering firm, Ferranti, which produced the first commercial, general-purpose computer. (Manchester remains a center of cutting-edge computer science today.)

			The commercialization of the computer achieved scale, however, with IBM. Founded in 1911 as the Computing-Tabulating-Recording Company in Endicott, New York, the company restructured under the zealous leadership of Thomas J. Watson, Sr., who ditched the firm’s clunky name for International Business Machines.

			IBM built computers for the US military and then released its first commercial product in 1952, which was based on vacuum tubes. The company switched to transistors in 1958 and became the dominant commercial vendor for mainframe computers—that is, physically large computers that conducted bulk data processing. It would not be until 1964, however, with the launch of the IBM System/360, that its mainframes became a must-have for large enterprises.

			Although IBM would go on to dominate mainframe sales into the 1980s, one entrepreneur believed he could outwit “Big Blue” and build business computers that were smaller, cheaper, and faster.

			ARD’s biggest bet: DEC

			Ken Olsen was an engineer at MIT who researched projects for the military, including early work on building computers run by transistors. He and a partner, Harlan Anderson, wanted to bring a superior product to the market. In 1957 they pitched their idea to Georges Doriot.

			Doriot recognized Olsen’s talent and liked his humble, modest lifestyle. Doriot even groomed the men’s wives. Doriot, progressive in many ways, was backward when it came to gender. He would allow spouses to attend his classes at Harvard so he could train them to become supportive housewives of absentee husbands.

			Doriot was satisfied by the response of Mrs. Olsen and Mrs. Anderson to his terms for investing in their husbands’ company. Doriot must have been eager to make this deal, as by now ARD was in its 11th year with little to show. Nonetheless, he drove a hard bargain: he’d invest $70,000 in the startup, for 70 percent of the equity—take it or leave it.8

			Olsen and Anderson took it and founded Digital Equipment Corporation (DEC). DEC would go on to produce the minicomputer. It thrived because initially it wasn’t trying to compete with IBM or other mainframe vendors. Like any good disrupter, it was designing computers for the mass business market, not a few elite mega-corporations.
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