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Lak brings his years of real-world experience building startups and new businesses inside large companies into this book, and I am certain that any founder, entrepreneur, or executive will benefit greatly from reading it. I know from personal experience that there are lessons to be learned from startups, even for a large, global business such as ours. Through my thought partnership with Lak, I have transferred many of these startup lessons into Siemens with favorable outcomes.

—DR. ROLAND BUSCH, President and CEO, Siemens AG

Anticipate Failure is a rare look into the causes of business failure and why so many leaders don’t adequately address them until it’s too late. Through plenty of in-depth case studies, the book provides readers with a proven roadmap for anticipating the most common points of business failure and then navigating their way through them.

—GRAZIA VITTADINI, CTO at Airbus

Insightful, thought-provoking, and eminently practical. Lak Ananth has crafted a powerful guidebook rooted in the philosophy that the key to safeguarding success is a deep understanding of the drivers of failure. A rewarding journey through fascinating case studies, powerful concepts, and constructive coaching, Anticipate Failure is a valuable addition to the entrepreneurial tool kit.

—RON ADNER, Leverone Memorial Professor, Tuck School of Business at Dartmouth College, Author of The Wide Lens and Winning the Right Game

When I built my own businesses, I had the good fortune to be able to gain insights from my strong personal network of entrepreneurs, along with great investors who offered their timely guidance. They helped me take advantage of opportunities and recover from the inevitable failures. But what if you don’t have a network to draw on for advice as you grow your business? In Anticipate Failure, Lak Ananth coaches readers through the most common sources of failure, providing tremendously valuable advice. I wish I had a book like this when I founded my own startups—it would have been a huge benefit to me, my customers, and my companies.

—BILL TRENCHARD, Partner, First Round Capital

In his book Anticipate Failure, Lak Ananth addresses a topic that is of critical importance to every entrepreneur, which is to expect and prepare for failure when starting a new venture. As veteran company founders know all too well, it’s not a question of if failure will arrive—it’s when. A methodical framework such as mine, coupled with Lak’s book, will go a long way to help any entrepreneur get their venture off the ground, find their way past failure points, and get to ultimate success.

—MOHIT ARON, Founder & CEO, Cohesity, Co-Founder & CTO, Nutanix

Anticipate Failure, written by Lak Ananth—CEO of venture firm Next47 and one of INSEAD’s senior alumni in the VC space—guides entrepreneurs through the most common sources of failure, and in turn, offers valuable advice that is rare to come by. Entrepreneurs and business builders will truly appreciate this book and the tools it offers to navigate failure and ultimately find the success they so richly deserve.

—CLAUDIA ZEISBERGER, Professor of Entrepreneurship at INSEAD, Author of Mastering Private Equity: Transformation via Venture Capital, Minority Investments & Buyouts

Lak Ananth’s book Anticipate Failure paints a comprehensive and well-illustrated picture of the kinds of failure that can harm a business and its journey to success. I recognize a lot of sennder’s challenges and failures in the book, and I know a lot of founders, including myself, will probably find Lak’s insights very useful for their own journey.

—DAVID NOTHACKER, Co-Founder and CEO, sennder

Business failure is painful. By looking fearlessly at the possibilities of failure, entrepreneurs can learn to avoid them. In his excellent and timely book Anticipate Failure, Lak Ananth teaches the tricks to turn risks into opportunities and mistakes into learning experiences.

—MARTEN MICKOS, CEO, HackerOne

After years of working directly with some of today’s most successful businesses and their founders and executives, Lak Ananth has distilled the lessons he has learned in this book—valuable lessons that will encourage European founders, corporations, and governments to aim high and build great organizations.

—DR. GERHARD CROMME, Former Chairman of Supervisory Board at Siemens AG and ThyssenKrupp AG

Founders—myself included—are often pathologically optimistic. We assume we’ll succeed and thus don’t give failure enough thought. In his book Anticipate Failure, Lak Ananth persuades through hard-earned lessons conveyed with wit and warmth that we should channel our optimism toward actively identifying and avoiding failure modes. It struck me as odd that I hadn’t seen a book organized like this before—it’s pretty obvious this book should exist. Now it does, and I believe it will help the next generation of entrepreneurs build more successful companies with better odds.

—JOHN BEATTY, Co-Founder and CEO, Clover

As a company founder, I have learned firsthand that failure is always waiting patiently just around the corner. The problem is that you’re never sure which direction it’s going to come from and when it will arrive. In Anticipate Failure, Lak Ananth explains that failure is common—it’s something that every business builder can and should anticipate. And, with the right tools at their disposal—which Lak provides in his groundbreaking book—they can work through failure and get to the other side stronger than ever.

—WILL CHAN, Co-Founder of Cloud.com and Rancher Labs

Darkest Hour is one of my two favorite movies, The Post being the other. A Winston Churchill quote (from Darkest Hour) that has had a profound impact on my life goes like this: “Success is not final, failure is not fatal. It’s the courage to continue that counts.” Lak’s book, especially the final chapter, reminds me of that anti-fragile mindset that I try to inculcate in my post-COVID life, including with my children, every day.

—DHEERAJ PANDEY, Chairman & CEO, DevRev

In his book Anticipate Failure, Lak Ananth provides readers with an essential roadmap to the most common sources of business failure. Lak offers the benefit of his years of experience working with startups to coach readers through failure and to the success they work so hard to attain. By helping your people Anticipate Failure and then providing them with the tools they need to work their way through it, you will unleash their great human potential to reinvent the companies for which they work.

—JIM HAGEMANN SNABE, Chairman of Supervisory Board at Siemens AG and A. P. Moller Maersk, Former Co-CEO, SAP AG

Anticipate Failure is a rare look into the causes of business failure. Packed with in-depth case studies and interviews with some of today’s most successful startup founders and entrepreneurs, the book provides readers with tools to anticipate the most common points of business failure and provides insights on how to navigate through them. The stories Lak Ananth tells are both entertaining and eye-opening.

—GREG MARK, Chairman & Founder, Markforged

When embarking upon a journey where the stakes are high and odds of success are low, having a guide who knows where the land mines are buried is worth much more than a treasure map. In Anticipate Failure, Lak Ananth, through his personal journey, guides us on how to identify and avoid such land mines, empowering us to each forge our own path toward ultimate success.

—RENEN HALLAK, CEO & Founder, VAST Data

In Anticipate Failure, Lak Ananth provides us with the benefit of his many years of experience helping business builders launch and grow companies. The book is full of current examples of business and interviews with some of today’s most successful founders and executives. Putting the lessons contained in this book to work in your own business can help you find success.

—N. KUMAR, Vice Chairman of the Sanmar Group, Former President CII
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To my parents, wife, son, and family: Everything I am is the sum total of everything you’ve done for me.

My success is your success.
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FOREWORD

Failure is something that everyone experiences throughout our careers and lives. Whether or not we like it—most of us don’t—it’s something we must learn in order to build resilience and thrive. The key is not to fear failure, but to anticipate it, prepare for it, do everything in your power to resolve the problems that led to it, and learn lessons that will help you and your team do better in the future.

Unfortunately, many organizations and the people who work in them are afraid of failure, and for good reason. They are embarrassed by it, they are punished for it, and they may even lose their jobs over it. In my experience, this is not the pathway for long-term organizational success. We must be open to failure and delve into its root causes instead of avoiding it, hiding it, and hoping that it will go away.

How can we do that?

I believe that it’s up to leaders to create an environment that does not punish their people for failure, but instead brings failure into the open so it can be resolved before small failures become large ones. The longer that small failures are ignored or concealed, the greater the probability that a much more serious failure will be the inevitable outcome. When that is the case, your job will be made that much more difficult if not impossible.

Accomplishing this requires openness from the top to the bottom of the organization. Often managers are not open to accepting failures or problems, and their people who experience them are reluctant to admit them. If you’re not open, how can you improve? I believe you cannot. You must give in to failure, pick yourself up, and try again. In sports, when you do something new—hitting a tennis serve or kicking a soccer ball into the goal—at the beginning you think, “I will never get it.” But if you try it again and again, your muscle memory finally comes into play, and you learn the skill. The more you practice it, the better you get.

It’s the same in business. When you are learning a new skill, it may seem daunting at first, and you may fall down a few times along the way. But if you keep at it and don’t give up, you eventually will master it.

One of the most important things that a good leader does is pick the right people for the right things to do, and we at Siemens got it right with Lak. I first met Lak in 2016, when he interviewed for the role of CEO at Next47. In our initial conversation, I found Lak to be a strategic thinker on business building with a clear point of view and a brilliant mind. We asked Lak to lead Next47, and he has built the business from scratch into a world-class, global venture firm. The venture capital business is really special, and not everyone can do the job. As a venture investor, you need not only to understand business-building principles, but also to be a trusted partner and coach to company founders. In addition, to build a global venture firm as Lak has done, you must be a well-rounded leader with a lot of experience in different disciplines.

Lak brings his years of real-world experience building startups and new businesses inside large companies into this book, and I am certain that any founder, entrepreneur, or executive will benefit greatly from reading it. I know from personal experience that there are lessons to be learned from startups, even for a large, global business such as ours. Through my thought partnership with Lak, I have transferred many of these startup lessons into Siemens with favorable outcomes. I am able to do this because the basic principles are always there: Learn what customers really need. Focus on what you’re good at. Excel at execution. Of course, once you scale up from a one hundred–person organization to a ten thousand–person organization, there are other things to consider, but the basic principles endure.

By putting the powerful lessons you’ll read in this book to work, you are making a commitment to your long-term success. Keep in mind that the road to success is always going to be filled with potholes, and failure is waiting for you around every corner. But taking on these obstacles and solving them is the best way to find sustainable growth and success in any endeavor.

With this book in hand, you have everything you need to anticipate failure and succeed—now and in the future. I wish you well on your journey.

—Dr. Roland Busch,
President and CEO, Siemens AG
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INTRODUCTION


O traveler, why worry about sorrow?

Happiness is but a transient shadow that comes and goes.

Sorrow is our companion.



The quote above is an excerpt from “Raahi Manwa Dukh Ki Chinta,” a Hindi song with music composed by the duo Laxmikant-Pyarelal and featured in the 1964 film Dosti. I feel a deep personal connection to this song and the lyrics for two reasons.

First, soon after I was born, my parents chose my name—Lakshmikanth, or Lak for short—in honor of the song’s composer. Second, the lyrics tell us not to be afraid of sorrow because sorrow is our friend and companion. It’s happiness that comes and goes as it will. Similarly, in business, we shouldn’t be afraid of failure because failure is our friend and companion. Success, on the other hand, comes and goes—it’s not reliable, and it’s not guaranteed. Once you understand that, then you know that your job as a business leader is to anticipate the failure that is always just around the corner and find ways to succeed, build, and sustain that success in every possible way.

I came to the United States from India in 1994, at the cusp of the Internet era. My plan was to find my way to Manhattan—the Big City—and enroll in graduate school. However, in all my naivete, I truly didn’t know the difference between Manhattan, Kansas, and Manhattan, New York—America is America, right?

I ended up in Manhattan, Kansas.

My father emptied his bank account to pay for the plane ticket and to give me the $200 I had in my pocket when I arrived in the United States. This was a fortune for my family. I vividly remember getting off the plane in Chicago to catch my connecting flight to Kansas City. I stopped at a McDonald’s in the terminal and purchased a small Coke for 49 cents. It was the first money I spent in the United States.

When I got off the plane in Kansas City, I looked around and wondered, “Where are all the skyscrapers? Where are all the cars and subway trains and hustle and bustle? Why is the bus driver waxing poetic about Flint Hills?”

I soon discovered that there is more than one Manhattan in the United States, but I decided to stay anyway, enrolling at Kansas State University. My advisor, Dr. Medhat Morcos, kindly footed my tuition for the first semester and supported me through a research assistantship.

I had the great fortune to move to California’s Silicon Valley in 1997. Netscape had just gone public, and I had a chance to be an engineer and work in startups that were a part of the explosive growth of the dot-com bubble. I found my way to a venture firm, then Cisco, and then Hewlett-Packard. Finally, in 2016, I became CEO of Next47, a global venture firm.

My focus has always been in technology, and I have worked with many talented founders and executives throughout my career as an engineer, product manager, customer account manager, acquisition professional, and venture investor. Every day I feel fortunate to lead Next47 and to meet and work with remarkable people who are building amazing companies. We are in a golden era where entrepreneurship is celebrated and practiced at a high level globally. Whether we are in Bangalore or Beijing, Berlin or Munich, Palo Alto or Paris or Tel Aviv, the founders we talk with are equally ambitious and talented, and they are accomplishing great things.

One of the experiences that crystalized my approach to venture investing was participating in the Kauffman Fellows program—a two-year leadership development program for venture capitalists. The program was born in an era when founders were undervalued, and it was hard for them to get funding. The remarkable things that founders did and the sacrifices they made to build something were not always appreciated by venture investors. The lasting belief I took away from my experience as a Kauffman Fellow was the ethos to put founders first when they choose us to be their investment partner and to do everything in our power to earn and keep their trust. Our job as investors is to empower founders and help them succeed. Sometimes that means, to paraphrase English poet John Milton, serving as we stand and wait.

We at Next47 have built a firm that serves founders. We have the expertise, experience, and resources to help them. We meet with entrepreneurs all around the world, learn about their vision for the future, and become partners in their journey.

Next47 would not have been possible without the great partnership that we’ve had with Dr. Roland Busch, CEO of Siemens. When I interviewed for the Next47 CEO job and met Roland for the first time, I realized that we were kindred spirits. We both love big challenges. Roland has always appreciated meeting great people and helping them become successful—that is his fundamental philosophy and approach. At the same time, he doesn’t always operate at the one hundred thousand–foot level. Roland is a builder at heart—he can get his hands dirty and work at any level. He has been a role model to me on how to be a great leader—digging into the details when necessary, wholeheartedly trusting and supporting his top talent, always optimistic, and quietly inspiring.

Roland has created the space for us to build Next47 and reach more founders. I am grateful for my partnership with him and for his commitment and willingness to understand how the world of startups works, to have an open mind, and to welcome founders into the family.

Why write a book about failure? Let me share the backstory. In 2005, while I was pursuing my MBA at INSEAD, a business graduate school with locations in Europe, Asia, Middle East, and North America, I was fortunate to take the “Innovation Strategy and Entrepreneurship” class taught by Dr. Ron Adner. The unique class was sixteen sessions long, and fifteen of the sessions were devoted to case studies. Each case study was a deep dive into an exciting innovation that was about to change the world—and then, in the end, it didn’t. Ron used each session to help us understand why failure happens.

The title of this book, Anticipate Failure, is inspired by the user name (“expect”) and password (“failure”) required to access the website where we could download class materials and where Ron set up a student discussion board. His teaching has been an indispensable toolkit for me through the years, and I am eternally grateful to him.

Many of the founders and others I’ve worked with have built amazing businesses, but I’ve also worked on many promising ideas with talented people that ended in failures. My goal in writing this book is to share what I’ve learned with people who are on their own entrepreneurial journey—to help and empower them to build great companies that have the potential to change the world.

For entrepreneurship and business building to thrive, there must be a high tolerance for failure. The ultimate goal, of course, is not to fail. But failure is something we should always expect and anticipate. If you fail—and you surely will—learn from it and move forward. Every successful endeavor that I’ve been part of has had a lot of little failures along the way. In my experience, the ventures that eventually succeed are those that realize when they are getting into little failure modes, understand where they are, and quickly turn these little failures around before they become big ones.

Instead of fearing failure, become acutely aware of what could cause failure in your business and industry, and build a toolkit for how to deal with it. This is how you will succeed eventually—and succeed big.

My intention is to give entrepreneurs the confidence they need to face the many difficult situations and failures they will encounter in their journey. They should not be afraid. Instead, they should feel empowered that they have a toolkit that’s a way to look ahead, to see what might come, and to know that every success is built upon little failures that are overcome. You learn from the failures you overcome, and then build on them to create a successful venture.

As you soon will see, this is not a typical, prescriptive business book that tells you if you do these seven things or adopt these five habits, your success will be guaranteed. We’ve all read plenty of books that boil business success down to a set of simple things. But that’s not how things work in the real world. The real world is much more complex, and it can’t be encapsulated in a short prescription that applies in every circumstance, for every business or industry, or for every founder, executive, or leader.

In the pages that follow, I will provide the tools you need to turn failure into success. As you read the examples of failure in this book, please keep in mind that I am not asserting that there is only one reason for each of these failures. If I’ve learned anything in my many years working with startups, it’s that there are often many causes behind any single failure, and nailing down the exact cause is like trying to nail down the exact reason for today’s weather.

The focus of this book is therefore not on establishing scientific causality for business failure, but rather on helping you the practitioner recognize patterns of failure so you can better anticipate the possibilities for failure in your own organization. When failure arrives, which it inevitably will, you’ll be better prepared to recognize and navigate your way through.

Failure is our constant companion and friend, there’s no reason to fear it. Indeed, failure makes us better—it makes us stronger; it builds our resilience; it keeps us humble and hungry; and it provides the lessons we need to build growing businesses that create real value for customers, investors, and the communities in which they operate.

If you can achieve that, then you’ll know real success.






CHAPTER ONE


FAILURE IS COMMON

In an August 2018 press release, WndrCo Holdings announced that it had raised $1 billion in an initial funding round for its startup media platform, NewTV. According to the release, NewTV “brings together the best of Silicon Valley and Hollywood to create the first entertainment platform built for easy, on-the-go mobile viewing, allowing today’s leading studios and creative talent to tell original stories in an entirely new way.”1

The company took shape under the leadership of entertainment and tech dream duo Jeffrey Katzenberg and Meg Whitman, raised $1.75 billion, signed content from a deep bench of A-list celebrities, and presold much of its advertising inventory months before its launch. As Meg said in the early days of NewTV, “It’s a perfect marriage, in some ways, of Hollywood and Silicon Valley.”2 Just six months after it went live in April 2020, the company announced that it would shut down.

How could such a sure bet fail?

The idea was to deliver premium content—including star-studded original shows, news, lifestyle, and sports—directly to customers’ phones. The content would be dispensed in “quick bites” of ten minutes or less, perfect for highly distractable consumers who rely on their smartphones to provide a steady stream of short-form videos (think TikTok), podcasts, Facebook feeds, news alerts, Instagram posts, music, games, apps, and more to entertain and inform them throughout the day. With an estimated 3.8 billion smartphone users worldwide, the potential market seemed enormous.3

While there are plenty of new media ventures in the works at any given time, several things separated NewTV from the rest of the pack. First, there was that $1 billion. Most of this small mountain of cash didn’t come from the usual Silicon Valley venture capital firms. Instead, the majority was raised from a top-shelf list of Hollywood studios and media giants (Disney, Sony Pictures Entertainment, and Viacom), tech companies (Alibaba and Liberty Global), and investment banks (Goldman Sachs and JPMorgan Chase).4

Second, NewTV was helmed by two seasoned veterans of the entertainment and tech industries whose very presence assured many observers that the company was on the fast track to success. While the ultimate success of a new venture never can be guaranteed, Jeffrey Katzenberg and Meg Whitman had an enviable track record in their previous business leadership positions. They lent tremendous gravitas and credibility to the project.

Jeffrey is the longtime Hollywood insider who served as president of production for Paramount Studios, where he was involved in numerous popular films, including Star Trek: The Motion Picture, Raiders of the Lost Ark, and Saturday Night Fever. He became chairman of The Walt Disney Studios, helping revitalize Disney’s animation business with The Little Mermaid, Toy Story, and The Lion King before leaving in 1994 to co-found his own highly successful film studios along with Stephen Spielberg and David Geffen. DreamWorks SKG and DreamWorks Animation were responsible for The Prince of Egypt, Saving Private Ryan, and How to Train Your Dragon.

He understood the people in the entertainment business, he had all the connections, and he was and still is deeply embedded in the industry. Because of his work in animation, he was also a pioneer at the intersection of technology and media. The film Shrek, which Jeffrey oversaw at DreamWorks Animation, was a milestone in the application of Hollywood cinematic techniques using advanced digital technology and animation. He grew DreamWorks into the largest animation studio in the world.

I had the good fortune to meet Jeffrey while I was at Hewlett-Packard because DreamWorks was one of HP’s most important customers. He’s the kind of entrepreneur that every investor wants to back—he’s grounded in a wealth of experience, he’s really well networked, he’s got the gift to see the future and what it could bring, and he wins even when all the odds are stacked against him.

Meg Whitman served as CEO of eBay, taking the company from $5.7 million in sales in 1998 to $8 billion in sales by 2008. She told me the story of when eBay was trying to recruit her, and she went to meet with the founder, Pierre Omidyar. eBay was a ragtag operation at the time, and in order to make eBay look like a viable operation, the leadership team hired a receptionist to sit at the front desk when they knew she was scheduled to arrive for her interview. They wanted Meg to believe she was dealing with a legitimate business and feel comfortable leaving behind her executive position with a well-established company. She was offered the job, and she accepted—staying for ten years. She joined eBay when it was a young company of about thirty people. When she left, it had grown to more than fifteen thousand employees.

A few years after she left eBay, Meg joined the HP board, then took over as CEO of Hewlett-Packard, and next as CEO of Hewlett Packard Enterprise. Today she sits on the boards of Procter & Gamble, General Motors, and Dropbox. I had a chance to work closely with her at HP, and I greatly admired her acumen and work ethic. Meg is the consummate Silicon Valley insider, widely networked and respected.

If you were to matchmake the perfect marriage of Silicon Valley and Hollywood, these are the two people you’d pick as partners. They are insiders steeped in their respective industries as well as knowledgeable about the other side. It also turns out that Jeffrey and Meg worked together at Disney a long, long time ago.

In addition to this leadership match made in heaven, the other thing working in NewTV’s favor was that the timing seemed perfect to try this tech innovation. Smartphone screens were gaining in resolution and becoming more gorgeous with each new generation. Everybody had a smartphone, and people were shifting their time and attention from their televisions, desktop computers, and laptops to smartphones. Focusing product delivery on the smartphone seemed like a smart call.

Around that time, Netflix proved with its original series House of Cards that there would be a deeper collaboration between technology and content, and technology could provide digital distribution. It seemed that NewTV was the right idea at the right time with the right people.

By the end of 2018, NewTV had changed its name to Quibi—a short version of the “quick bites” of entertainment that Katzenberg envisioned, none longer than ten minutes. Each bite would be a complete story with a beginning, middle, and end—not just a film cut into fifteen ten-minute pieces.

In June 2019, Quibi announced the company had sold $100 million in advertising—representing two-thirds of the company’s available advertising spots—well ahead of the planned 2020 launch.

In March 2020, one month before Quibi launched, the company announced that it had raised another $750 million for subscriber acquisition and that it had a stable of 50 shows ready for release, which would quickly grow to 175 shows.5

Quibi was launched with much fanfare in April 2020, just as the COVID-19 pandemic washed over the world, pushing an unprecedented number of people out of their workplaces, out of work, hunkered down in their homes, and looking for distractions from the increasingly grim reality of the pandemic. Seemingly it was the perfect time for a mobile-based entertainment venture to gain traction.

As it turned out, it wasn’t—at least not for a platform filled with entertainment industry-generated content.

Despite the $1 billion in initial funding, the additional $750 million gathered along the way, the $100 million in ad sales, and the stellar creative and business management credentials of Katzenberg and Whitman, in October 2020—six months after Quibi went live—the company announced that it would shut down before the end of the year.

What made Quibi swing from sure bet to business failure in little more than two years? How could such a promising idea with such an accomplished founding team, whose time had seemed to come, go so wrong so fast?

Actually it happens all the time.


SURE BETS AREN’T

The Tata Nano automobile was perfect for India, or so Tata Chairman Ratan Tata thought. The car—priced at 1 lakh rupees (about $2,500 at the time)—would provide a safe and affordable alternative to millions of customers who mostly used two-wheeled motor scooters to commute to work, go shopping, take their kids to school, and so on. Just ten years after introducing the car to the public with much fanfare, Tata pulled the plug on the apple of its chairman’s eye. The Nano served a market need, and the base of potential customers was huge, but that turned out to be a mirage. Where did the customers go?

The Segway was a technological marvel that was touted to change urban transportation. Unfortunately for the company, it did not achieve that potential. These two-wheeled, self-balancing scooters didn’t catch on for a variety of reasons, not the least of which was their high price. They became popular with just two groups of customers: tourists and mall cops. “Build it, and they will come” turned out to be a fallacy. Why did a world-changing technology not change the world?

British music conglomerate EMI used the royalties from The Beatles records it sold in the 1960s to help fund the development of the CT scanner—a device that fundamentally changed the practice of medicine worldwide. Although EMI invented CT technology, it was able to sell only a handful of the units, abandoning the market to Siemens and General Electric in 1976.6 A common belief is that first movers win. But do they really? Why did second mover Siemens become the world’s leading medical imaging company while first mover EMI failed to sustain its advantage?

When it was released to customers in 1993, the Apple Newton opened an entirely new product segment: the personal digital assistant (PDA), so named by Apple’s then-CEO John Sculley. Combining email and fax capabilities, a calendar, a contacts directory, to-do lists, text input using a virtual keyboard, and more in a handheld device, there was every indication that the Newton quickly would become the preferred portable computing solution for millions of people. However, millions of people did not buy the Newton. In fact, while Apple sold fifty thousand of the devices in its first three months, sales quickly declined. Soon after Steve Jobs returned as Apple CEO in 1997, he killed the product. Was the Newton ahead of its time?

In September 2017, the first ten Bird dockless electric scooters were released onto the streets of Santa Monica, California, pioneering a seemingly unlimited micromobility market. Within a year, Bird sold more than ten million rides, established a presence in more than one hundred cities in the United States and around the globe, and was the startup to achieve a valuation of $2 billion the fastest.7 Many more companies, including Lime, Spin, and Voi, quickly followed Bird’s lead. Just when everyone believed that scooters would become ubiquitous, the tide began to turn. By 2020, in the wake of COVID-19 shutdowns, the number of global shared and private micromobility passenger-kilometers traveled declined by 60 to 70 percent, putting the market into a tailspin.8 Why did electric scooters run out of juice?

Video surveillance cameras, building access controls, and other physical security systems are ubiquitous in both residential and commercial buildings today. While consumers embraced smart home products from companies such as Nest, Ring, and August, commercial customers suffered through antiquated, not-so-smart products. Many entrepreneurs tried to sell into the physical security market and failed due to entrenched incumbents, hard-to-penetrate channels, and commoditization by Chinese competitors such as Hikvision. The sure bet was to avoid the commercial physical security market, and it languished without meaningful innovation for decades. However, one company, Verkada, took on this space and emerged as an industry leader. What enabled Verkada to succeed where others failed, putting it on track to hypergrowth?

We are biased by big successes that seem like sure bets in hindsight, from electrical engineer/inventor Werner von Siemens to automobile industrialist Henry Ford, from Apple CEO Steve Jobs to Amazon CEO Jeff Bezos. The truth is that failure is more common in endeavors that look like sure bets at the beginning. About half of new businesses in the United States survive five years, while only a third make it to their tenth anniversary.9 Even the ones that become sustainable and profitable in the long run experience many moments of failure that challenge their leadership teams, sometimes to the limit, before they are overcome. It is harder than ever to sustain success. The churn rate of companies in the S&P 500 is soon expected to hit 50 percent every decade.10

Sometimes we don’t notice failure because of our predilection for success stories, falling victim to survivorship bias. Technology media, for example, celebrate the hugely successful startup founders, conferring them celebrity status on par with movie stars. Nobody writes about failures unless they are spectacular, as in the case of Theranos and its blood analyzer. The fact is that startup failures vastly outnumber the outlier successes.

Failures can happen for many reasons, but they should not be catastrophic. If we anticipate failure, we can take action to avoid or minimize the negative impacts so that we ultimately can succeed.




SEVEN PATTERNS OF FAILURE

There are many ways to fail in the innovation and entrepreneurial journey. Anticipating them, preparing relentlessly for them, and navigating through them when they do happen is the way to achieve success. In my many years observing the roots of failure of promising businesses run by talented people, I have found that seven patterns of failure tend to dominate. They are:


	
•   Customer failure

	
•   Technology failure

	
•   Product failure

	
•   Team failure

	
•   Timing failure

	
•   Business model failure

	
•   Execution failure



In the chapters that follow, I will address each of these patterns, providing case studies and examples of companies that failed despite the best intentions and the many good things they had going for them. My goal is to sensitize you to failure to ensure that you know it is always right around the corner and you are ready to take it on. Remember: Companies often face some combination of these patterns of failure at the same time, not just one.

Instead of failing, you can quickly pivot your organization in response to a fast-changing business environment as Bizzabo did. Not familiar with Bizzabo? Let’s talk about that company next.




TURNING POTENTIAL FAILURE TO BIG OPPORTUNITY

The meetings industry is huge—encompassing everything from offsite executive team gatherings, to conferences, shareholder meetings, trade shows, company-sponsored parties, product launch events, and much more. According to a 2018 study of the meetings industry sponsored by the Events Industry Council and conducted by Oxford Economics, nearly two million meetings took place in the United States in 2016. (For the purpose of the study, a meeting was defined as a gathering of ten or more participants for a minimum of four hours in a contracted venue.) The results indicated that such meetings involved about 250 million participants and generated $325 billion in direct spending, including expenditures to plan and produce the meetings, travel to and from the venues, and more.11

At least, this was the case before the COVID-19 pandemic brought most live events to a screeching halt, causing organizations to scramble for an alternative to in-person events.

While large companies often have in-house events teams embedded in their marketing or sales departments, many companies contract out their events to firms that specialize in making them happen. One such company is Bizzabo.

Bizzabo was founded in 2011 to help connect professional event attendees. After attending numerous events themselves, the three founders—Alon Alroy, Eran Ben-Shushan, and Boaz Katz—realized that the events industry desperately needed a major technology infusion. This sparked the idea for their startup. Said Eran, who serves as Bizzabo’s CEO:


We started Bizzabo because we realized that events were broken. Back then, events and technology were disconnected. Mobile, cloud, big data, and social networking were becoming mainstream, but events weren’t taking advantage of these technologies—they were stuck in the past. So you would go to an event, and you would ask, “Wait, I have LinkedIn on my mobile phone and can do all sorts of things with it. How come I cannot be much more efficient in networking or consuming content and knowing how to manage my time at this event?” That’s how we started our journey.



They initially built their business using friends and family investments, with each of the three principals taking a different role. Alon focused on business development and marketing, Boaz on product and technology, and Eran on business operations and management. The company’s initial product was a mobile app for connecting event attendees. All was going well with their initial product until the founders realized after a couple of years that the scope of their product and their vision were not big enough. This was their “Houston, we have a problem” moment.

Bizzabo was well funded, was selected as one of the best startups in Israel, and was gaining traction with its product. But the writing was on the wall: The product was never going to be a mission-critical platform that the company could build a sustainable business around. This led to Bizzabo’s first pivot. According to Eran:


We understood that our product was not going to fly, but we also knew what was missing because our customers told us. They kept telling us, “You built a great product, but can you build around it all the other tools that we need in order to run events—the website, the registration, the scheduling, and all the rest?” We knew that if we didn’t respond to what our customers actually needed, we were going to fail. So we went to the board, we went to our wives, we went to our employees, and we said, “We know we sold you very heavily over the last two and a half years that this is going to be a rocket ship. We now realize that it’s not the case. But we know what we need to do.” We had to get buy-in by everyone, and we did. Everyone bought into the idea, and we had our first very successful pivot.



This was a big bet for Bizzabo, but it was a necessary one. The events platform that customers wanted did not exist in the market, so Bizzabo committed to designing and building it. It took about a year for the company to integrate its new product vision into the existing platform, and this effort was instrumental to Bizzabo’s continued success. The company’s event management platform grew to provide client companies with the ability to build websites around their events, manage event registration, sell tickets, integrate mobile, track return on investment (ROI), manage speakers and agendas, and grow communities.

Said Eran, “When we launched our new platform into the market, it started smelling like we hit something big—we had product-market fit.” With its new product in hand, Bizzabo signed deals with an impressive roster of clients, including Uber, Inbound, Rakuten, Gainsight, and Accenture.

This led to Bizzabo’s next challenge: scaling the team and the go-to-market functions while building a culture that remained loyal to its startup days. This was Bizzabo’s second successful pivot, although it presented its own set of challenges to be overcome. Said Eran about that time:


We made a lot of mistakes, a lot of bad hires, but we also got some things right. And we evolved—we constantly evolve. We realized that we were going to be a SaaS company. And the lifetime value of our customers is top of mind for us, which helped us define the focus in the market. We started going more upmarket—first to mid-market and then to enterprise organizations.



In 2017, Bizzabo raised $15 million in a Series C round of equity funding, and in 2019, $27 million more in a Series D round of funding.12 The company continued to grow, primarily focused on supporting live, in-person events. However, the COVID-19 pandemic changed everything for Bizzabo and the industry as a whole.

Literally overnight, organizations around the world canceled conferences, workshops, meetings, and all sorts of other in-person events. This sent event-planning companies scrambling to make up for the sudden change in their business environment.

Many events ended up moving online, often cobbled together by the organizations themselves. In one example, Web Summit, the largest European tech conference, had to move its 2020 conference from Lisbon to the online platform it built itself. More than one hundred thousand people from one hundred sixty-eight countries participated remotely.

What was a company that specialized in helping clients with in-person events to do when in-person events suddenly became outright ghosts?

In the case of Bizzabo, you don’t sit on the sidelines and watch your revenue dry up and your business fail. You look for opportunities. This led to the company’s third and most recent pivot. Bizzabo and similar companies were 100 percent focused on providing support for live, in-person events. While there were webinars and virtual meetings, full-scale virtual events didn’t exist before COVID—there was no need for them. When meeting planners canceled thousands of events in the wake of the global pandemic, this left Bizzabo and its competitors scrambling to respond.

In Bizzabo’s case, the loss of events led the company to lay off 25 percent of its workforce. However, it also led to the creation of a completely virtual events platform that would support customers in the new COVID world. According to Eran, this capability led to a large surge in business for the company in 2020:


Our platform has seen unprecedented demand this year. Compared to the year prior, the number of events organized through us has grown 65 percent. Additionally, the number of attendees registering for events with Bizzabo has grown 500 percent, while overall usage is up 150x. With a vaccine likely and more hybrid events in the future, we anticipate even greater growth.13



Bizzabo has turned the corner, not only surviving but also thriving in a very different business landscape. Investors seem to agree. In December 2020, the company announced that it raised $138 million in a Series E round of funding. I imagine that when live events return in a post-COVID world, Bizzabo will be particularly well positioned to take advantage of the pent-up demand for businesspeople around the globe to reconnect in person once again—happily leaving behind their home offices, their dogs and cats, and their Zoom meetings. Since Bizzabo mastered the art of supporting virtual and hybrid meetings during the pandemic, the founders have all the bases covered.

By anticipating failure, you can do something about it when it knocks on your door. Instead of being caught flat-footed, you will be ready to take action when others are still wondering what happened. Even when things are not under your control, when unanticipated events and challenges to your business hit you relentlessly and from every direction, you can take control.

Albert Einstein is often credited with saying, “In the midst of every crisis lies great opportunity.” I believe those words. Adversity brings opportunity along with it. When you have a prepared mind, you will find ways to turn failure into success—moves you can make, levers you can pull, experiments you can try, lessons you can learn, and knowledge you can gain.

Anticipate failure and beat it on your journey to building a great business.















OEBPS/images/pub.jpg
IDEAPRESS

PUBLISHING

WASHINGTON. D.C.







OEBPS/images/com-01.jpg





OEBPS/images/icopy.jpg
®

IDEAPRESS

PUBLISHING





OEBPS/xhtml/nav.xhtml


Contents



		Cover Page


		Advance Praise


		Copyright


		Title Page


		Dedication


		Contents


		Foreword


		Introduction


		Chapter 1: Failure Is Common


		Chapter 2: Customer Failure


		Chapter 3: Technology Failure


		Chapter 4: Product Failure


		Chapter 5: Team Failure


		Chapter 6: Timing Failure


		Chapter 7: Business Model Failure


		Chapter 8: Execution Failure


		Chapter 9: Transforming Failure into Success


		Endnotes


		Acknowledgments


		About the Author


		Index


		Back Cover







Guide



		Cover


		Start of Content


		Contents








		i


		ii


		iii


		iv


		v


		vi


		vii


		viii


		ix


		x


		xi


		xii


		xiii


		xiv


		xv


		xvi


		1


		2


		3


		4


		5


		6


		7


		8


		9


		10


		11


		12


		13


		14


		15


		16


		17


		18


		19


		20


		21


		22


		23


		24


		25


		26


		27


		28


		29


		30


		31


		32


		33


		34


		35


		36


		37


		38


		39


		40


		41


		42


		43


		44


		45


		46


		47


		48


		49


		50


		51


		52


		53


		54


		55


		56


		57


		58


		59


		60


		61


		62


		63


		64


		65


		66


		67


		68


		69


		70


		71


		72


		73


		74


		75


		76


		77


		78


		79


		80


		81


		82


		83


		84


		85


		86


		87


		88


		89


		90


		91


		92


		93


		94


		95


		96


		97


		98


		99


		100


		101


		102


		103


		104


		105


		106


		107


		108


		109


		110


		111


		112


		113


		114


		115


		116


		117


		118


		119


		120


		121


		122


		123


		124


		125


		126


		127


		128


		129


		130


		131


		132


		133


		134


		135


		136


		137


		138


		139


		140


		141


		142


		143


		144


		145


		146


		147


		148


		149


		150


		151


		152


		153


		154


		155


		156


		157


		158


		159


		160


		161


		162


		163


		164


		165


		166


		167


		168


		169


		170


		171


		172


		173


		174


		175


		176


		177


		178


		179


		180


		181


		182


		183


		184


		185


		186


		187


		188


		189


		190


		191


		192


		193


		194


		195


		196


		197


		198


		199


		200


		201


		202


		203


		204


		205


		206


		207


		208


		209


		210


		211


		212


		213


		214


		215








OEBPS/images/9781646870721.jpg
FOREWORD BY DR. ROLAND BUSCH, PRESIDENT AND CEO, SIEMENS AG

ANTICIPATE
FAILURE

THE ENTREPRENEUR’S GUIDE TO

NAVIGATING UNCERTAINTY, AVOIDING DISASTER,
AND BUILDING A SUCCESSFUL BUSINESS

LAK ANANTH

CEO AND MANAGING PARTNER, NEXT47






