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     If you search for a contemporary definition of the word “tenacity,” you will surely find a photo of Jothy Rosenberg. He typifies every aspect of that key entrepreneurial trait. 

     

       —Jules Knittel Pieri, founder, CEO, investor, author; Board Member, XFactor Ventures 

     


    


   
 

  
 

   

   

    

     As you read the colorful stories and the lessons learned in this book (be sure to read the seven-sentence “haiku” of elevator pitches), you will quickly come to realize what I have come to know from working with him: Jothy is the Patton of startup founders. Smart, experienced, willing to change, supremely confident, and just plain will not give up. Ever. 

     

       —Kaigham Gabriel, President and CEO, BioForge; CEO, Draper Laboratory; Deputy Director, DARPA; co-founder, Chairman, and CTO, Akustica 

     


    


   
 

  
 

   

   

    

     I joined my first startup at age 50—both an exciting and terrifying experience. I was lucky to have Jothy as my CEO and co-founder. If you’re thinking of leading or founding a startup, this book is a must-read. 

     

       —Marco Ciaffi, Director Embedded Systems, Re:Build Fikst; co-founder and VP Engineering, Dover Microsystems; Senior Engineering Manager, RSA 

     


    


   
 

  
 

   

   

    

     Founding, building, and running early-stage tech companies is never easy. For anyone who is thinking of founding a company or who already has, read Tech Startup Toolkit. Jothy has provided a brilliant and straightforward roadmap for everything that you will see on your journey. 

     

       —Patrick Morley, former CEO, Carbon Black; part of four IPO deals 
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   foreword 
 

  
 

   

   

    

     I will either find a way or make one. 

     

       —Hannibal 

     


    


   
 

  
 

   

   In a world where everything looks like an overnight success, often glossing over the grinding gears of building companies and, most often, failure, Jothy Rosenberg’s story emerges not just as a beacon for aspiring entrepreneurs but as a guidebook that enriches our understanding of the perseverance required to navigate the unpredictable seas of startup culture.
 

  
 

   

   Jothy Rosenberg is not your typical author or entrepreneur. His journey from a two-time cancer survivor who lost a leg and a lung as a teenager and was given “zero chance” of survival, to a powerhouse in the technology entrepreneurship space for over three decades, is a profound testament to human resilience. His life, defined by overcoming seemingly insurmountable odds, imbues every page of this book with deep insights and unstoppable determination.
 

  
 

   

   Tech Startup Toolkit: How to launch strong and exit big does more than recount Jothy’s experiences; it offers them as lessons in the guise of stories. Through each chapter, he shares not only the triumphs but also the lessons learned from devastating setbacks. His narrative style—engaging and humor-laced—brings to life the trials and triumphs of his entrepreneurial journey, making the lessons accessible and relatable to anyone facing their own battles, whether in Silicon Valley or beyond.
 

  
 

   

   Jothy doesn’t just tell stories; he teaches through his experiences. He offers candid, practical advice on dealing with investors, boards, and the many challenges of leadership. His insights are born from real-life trials and triumphs, providing invaluable guidance to those at the helm of a new venture.
 

  
 

   

   Jothy’s ability to articulate the lessons learned from five decades of facing and overcoming adversity is a rare gift. His stories are not just applicable to those dealing with personal health challenges or disabilities; they resonate with anyone navigating the rough waters of life’s challenges. His practical advice extends beyond business strategies to fundamental life lessons on resilience, adaptability, and perseverance.
 

  
 

   

   Tech Startup Toolkit is thus more than a business manual; it is a narrative of enduring spirit and relentless pursuit. It inspires potential founders and anyone who dreams of making their mark despite the odds. The book demystifies the entrepreneurial path, offering both inspiration and practical strategies essential for anyone aspiring to innovate and lead.
 

  
 

   

   For aspiring entrepreneurs, this book is a treasure trove of strategies; for seasoned business leaders, it offers new perspectives on familiar challenges; and for the general reader, it presents the awe-inspiring story of a man who continuously redefines the possible. Each chapter builds on the last, culminating in a comprehensive guide that is as informative as it is inspiring.
 

  
 

   

   As you embark on this journey with Jothy Rosenberg, expect to be moved, educated, and inspired to think like a startup founder. This book doesn’t merely change the way you approach entrepreneurship—it transforms how you face challenges and seize opportunities in life.
 

  
 

   

   Dive into Tech Startup Toolkit and let Jothy’s life lessons empower you to navigate your path, whether in business or in overcoming personal challenges. It’s more than a book; it’s a new way of thinking about resilience and success.
 

  
 

   

   —Vivjan Myrto, Founder and Managing Editor, Hyperplane
 

  


 

   

   preface
 

  
 

   

   Like seams of gold in a goldrush-era mine, many countries now have strong seams of innovation running through them. Sure, one of the motivations for an innovative tech founder is to strike gold with a profitable exit so all the founders and investors get rich beyond their wildest dreams. But most founders I know don’t start with the certainty that they can build the next unicorn company—it’s not the best premise for a startup. Instead, they start with an idea they believe will change the world, and they want to take that idea and turn it into a new company. Then they want to bring to market a product that implements their world-changing idea. You change a big enough market in a meaningful way, and your wildest dreams will not be nearly wild enough. But, of course, it is not nearly as easy as that sounds.
 

  
 

   

   You may have heard that roughly 8 out of 10 startups fail. If that statement dissuades you, maybe you are not ready for the startup adventure. If instead that statement elicits from you a “Well, mine won’t be one of those eight!” response, you have the right attitude. It would be hard to find a human endeavor that is more fraught with mistakes, risk, and outright failure than the entrepreneurial game of startups. It would also be hard to find a human endeavor where the payoff—intellectual, emotional, and financial—is more rewarding.
 

  
 

   

   There is a phenomenon I have observed in myself and in countless other entrepreneurs: armed with that great idea, the individual becomes singularly focused on founding a company, putting most other things in their careers on hold. I relish that moment of focus and clarity, because the goal is set, the tasks are laid out in front of you, progress is rapid, and it is yours to build the way you think is right and good—you are totally in control of your own destiny. I also am well aware that after the IRS has issued your new venture a tax ID, the state has issued its articles of incorporation, and you have deservedly had a celebration of that accomplishment, reality sets in, and you realize that the number of items on your to-do list is positively overwhelming. What should you do first? What can be left for later? Who can help you make this dream a reality?
 

  
 

   

   These, and many other critical questions, are why I wrote this book. In the process of founding and leading nine startups over 35 years, I asked these questions, too—but I had to figure out the answers myself because I couldn’t find the book I needed. So, I set out to document the situations I found myself in, the decisions I made, the consequences of those decisions, and what I learned from each. I made a fair number of mistakes, some small and some catastrophic. I believe we all learn the most from our mistakes, not from our great successes. That led me to build this book on a foundation of telling the unvarnished truth.
 

  
 

   

   The first goal I have is to help you avoid my mistakes (go make your own) and have a smoother journey to building a successful business. My second goal is that during moments when you feel overwhelmed, when you are not sleeping, when you have so much coming at you that it feels like you are in the middle of a maelstrom, I can give you a resource to guide you regarding the most critical achievements so you can ignore all the things that can wait and focus sharply and clearly on what really matters. And my stretch goal is to chip away at that 8-out-of-10 failure statistic and turn it around to move closer to 8 out of 10 startups succeeding (for those who read this book, of course).
 

  
 

   

   Okay, who precisely did I write this book for? It is for the prospective founder who has an idea and thinks their idea has the potential to impact a very large market—but they’re not sure where to start. It is for the founding team that has already created their startup but realizes they don’t know what they don’t know and are looking for help. It is for all the CEOs (frequently also founders) of early-stage (Series A or earlier) startups who need to raise money, guide their team to prove product–market fit, and create a go-to-market strategy. 
 

  
 

   

   This has been a labor of love. I hope you find it useful.
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   My team at Dover is in multiple anecdotes in this book. I am grateful that they are all lifelong friends. A special shout-out goes to Marco Ciaffi, who was officially the VP of engineering but in practice was a model COO. Marco was one of the five cofounders. The others were Steve Milburn, Eli Boling, Greg Sullivan, and Andrew Sutherland. Leslie Barthel was the director of marketing, and I learned an incredible amount from working with her. Leslie provided me with great counsel every step of the way, sometimes with gentle but firm rebukes (accompanied by eye rolling) about things she thought I should be doing differently. 
 

  
 

   

   Nicole Perrault is a technical writer with whom I have worked at five companies. We continue to work together and maybe are destined to always do so. 
 

  
 

   

   Many thanks also to Vivjan Myrto, who authored the foreword to this book. Vivjan is the rare VC who loves the earliest possible stage for companies building what he calls “hard tech.” He got things started for us by committing to lead Dover’s seed round. He’s always positive, even when things go south. His approach always kept me looking for that next rabbit to pull out of my hat. Vivjan and I also have a special bond based on both of us being surprise survivors of multiple bouts of cancer. Mine took my leg and a lung at ages 16 and 19. His began at age 15 with a cancer diagnosis followed by a year of failed therapy in his home country of Albania, after which he was given a year and a half to live. Then, in a last-ditch effort for treatment and survival, he set his sights on the United States. Through sheer perseverance and determination (I call this grit), he was able to move to the United States to undergo a series of life-saving treatments, culminating in a bone-marrow transplant in 2004 that saved his life.
 

  
 

   

   Michael Stephens, the assistant publisher at Manning, the publisher of this book, was part of my post-pandemic, post-apocalyptic Dover experiences, when I reached out to old friends I’d lost touch with for almost a decade. During our reconnecting Zoom call, we discussed an idea I was exploring about collecting anecdotes I’d been jotting down for a dozen years and compiling them into a book. Immediately after the call ended, with no further discussion about Manning publishing the book, he sent me a DocuSign publishing contract. Being a very busy guy responsible for a steady stream of titles moving through Manning’s processes, his interactions with me were infrequent but highly impactful. I am proud to consider him a friend.
 

  
 

   

   The Manning staff were very easy to work with and did a wonderful job. They include India Hackle and Karen Miller, who helped shape the book in the early stages of each anecdote during development editing. Also important to the ultimate product was an incredible cast including Kathy Rossland, Robin Campbell, Aira Dučić, Ana Romac, Tiffany Taylor, Sam Wood, Aleksandar Dragosavljević, Melissa Ice, Rebecca Rinehart, Ivan Martinović, Radmila Ercegovac, Stjepan Jurekovic, Malena Selic, Christopher Kaufmann, Matko Hrvatin, Goran Ore, Doug Rudder, Eleonor Gardner, Rejhana Markanovic, and Breckyn Ely. 
 

  
 

   

   Thank you to review editor Isidora Isakov and to all the reviewers: Abhilash Babu, Aliaksandra Sankova, Andrej Abramušić, Andres Damian Sacco, Chris Allan, Chris Bolyard, Christopher Bailey, Dirk Gómez, Eder Andrés Ávila Niño, Federico Grasso, Heng Zhang, Madiha Khalid, Manzur Mukhitdinov, Matteo Battista, Maxim Volgin, Mikael Dautrey, Nadir Doctor, Noel Llevares, Noreen Dertinger, Oliver Korten, Onofrei George, Peter Morgan, Rohit Poduval, Sashank Dara, Scott Ling, Sebastian Maier, Simon Hewitt, Simone Sguazza, Srikar Vedantam, Sriram Macharla, Steve Prior, Swapneelkumar Deshpande, William Jamir Silva, and Zorodzayi Mukuya. Your suggestions helped make this a better book.
 

  
 

   

   Peter Brumme could be known as Mr. GTM; I learned from him everything I know about how complex and vital to the success of a startup the go-to-market strategy is. He helped me construct the anecdote on that topic in this book.
 

  
 

   

   Miles Arnone was our early landlord and a friendly skeptic of my plans for Dover, and his thoughtful challenges made my plans much better. Now he’s the CEO of Re:Build, doing the startup thing himself, and he has built a great company with a model culture.
 

  
 

   

   If I am the father of Dover, Ken Gabriel is arguably its grandfather. He was assistant director at DARPA as my team and I were wrestling with the first cybersecurity concepts that became Dover. He knew of us and how powerful our basic ideas were. Then, when I needed a place to incubate Dover and he was CEO of Draper, he made working there and building the initial team over two years easy and a wonderful experience. All along, he remained our strongest advocate and later became our independent board member. I have always valued his sage advice.
 

  
 

   

   Dave Chen is my friend and cofounder times two of GeoTrust and then Ambric, both in Portland, Oregon, on the other end of exhausting weekly commutes.
 

  
 

   

   Bryan Rosenberg is my brother and an investor in Dover. When things got really difficult, he jumped in with me, and we both loaned the company money. This was the only thing that kept it alive to fight another day, which it keeps doing to this moment.
 

  
 

   

   And finally, what writer can leave out their dog, who lies on the couch next to me whenever I am writing? Harper is my unofficial mental health support Golden Retriever.
 

  


 

   

   about this book
 

  
 

   

   Tech Startup Toolkit is not the typical deeply technical book that Manning normally publishes. This is a business book that I wrote because it is the book I wish I’d had to refer to as I set out to found and run a series of nine startups from 1988 to the present. I’m not sure if I made more mistakes than other founders/CEOs, but it sure seems as though I had a lot of what we euphemistically refer to as “learning experiences.”
 

  
 

   

   Over the course of all my startup experiences, I found that there is an incredible amount to know. Perhaps now—but certainly not when I began my run—the entrepreneurial business schools cover some of this. I think we have all found that although what we learn in school is super helpful and useful, it is nothing like what we learn once we get out in the real world. Besides, when someone gets an idea, and they strongly believe it has the potential to be the basis of a new company, this person may not have gone to business school yet or might never want to. But I did not want to write another textbook or even a “Startups for Dummies” type of book. I had really good luck with my memoir Who Says I Can’t about personal challenges I had in my life; in that book, I related to readers things I learned the hard way that I hoped could help them short-circuit the intermediate steps and get right to the result they needed. I wanted to do the same thing here—but instead of the challenges of dealing with being an amputee cancer survivor, these are the challenges of dealing with being a startup founder and/or CEO. 
 

  
 

   

   I decided to write this book as my “business life memoir.” That means much of it is in the informal first-person style of storytelling because that is precisely what I am doing here—telling stories about what happened to me in certain startup situations that are common and may provide some guidance for those who follow me and read this book. I call them anecdotes rather than chapters because I had three goals for each one: (1) They stand alone, so you can read them in any order you like, and you can refer back to one when you need that information; (2) they are short—usually six to eight pages; and (3) each is focused on a single very narrow topic or lesson. There is a bit of didactic information in many anecdotes, so to keep the story-telling flow uninterrupted, I put the didactic information in clearly delineated callouts. Each anecdote also ends with a paragraph called a moral that sums up the important learning contained in that anecdote. I believe there may be times when someone skims the book, only reading the summary bullets at the beginning, the callouts, and the morals, and that is a fine way to consume the information.
 

  
 

   

   Because all of my startups were technology companies, the experiences in these anecdotes are from technology companies. I do not believe this means the book is only for someone who is or might become a founder or CEO of a tech startup. I know lots of non-technology startups that go through all the same types of formation process, financing, building culture, people issues, board dynamics, and so on. But I do not think this book covers the issues of starting a grocery store, a franchise business, a family business, or lots of other types of startups.
 

  
 

   

   In terms of the knowledge required to understand this book, my goal is not to require any (because I didn’t have any when I decided to do my first startup). Having said that, you do need to be interested in starting a new business, either as its leader or as part of the founding team—or perhaps you can do this as an employee of a startup company while you learn what a startup feels like on the way to doing your own at some time in the future. The reader ideally is a current or future founder or a senior person working at a startup. There are anecdotes about raising money, financing terms, and things like cash burn rate, but none of these are handled at the level a CFO would require. Instead, I assume you are not the CFO (well, if you are the CFO, your interest in this book is for a future role where you are no longer the CFO) but that you have an accountant, controller, or even a CFO who does the heavy lifting; you have to know just enough on these topics to make the critical decisions and to know what is important and what can wait until later.
 

  
 

   

   liveBook discussion forum
 

  
 

   

   Purchase of Tech Startup Toolkit includes free access to liveBook, Manning’s online reading platform. Using liveBook’s exclusive discussion features, you can attach comments to the book globally or to specific sections or paragraphs. It’s a snap to make notes for yourself, ask and answer technical questions, and receive help from the author and other users. To access the forum, go to https://livebook.manning.com/book/tech-startup-toolkit/discussion. You can also learn more about Manning’s forums and the rules of conduct at https://livebook.manning.com/discussion.
 

  
 

   

   Manning’s commitment to our readers is to provide a venue where a meaningful dialogue between individual readers and between readers and the author can take place. It is not a commitment to any specific amount of participation on the part of the author, whose contribution to the forum remains voluntary (and unpaid). We suggest you try asking the author some challenging questions lest his interest stray! The forum and the archives of previous discussions will be accessible from the publisher’s website as long as the book is in print.
 

  
 

 

   

   about the author
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   Jothy Rosenberg is truly an incorrigible entrepreneur who has founded and led nine startups, two of which had exits over $100 million. His startups were in a variety of areas, most recently cybersecurity. Jothy led Dover through harrowing times, including when the pandemic caused him to transform it into a Department of Defense business. Recently he transitioned to executive chairman and hired a CEO from a major defense contractor. 
 

  


  

   

    Prior to his 10-year journey creating and running Dover, Jothy started and ran startups in the supercomputer, internet infrastructure (Webspective sold for $106 million, or 30× ROI), TV broadcast, web browser security (GeoTrust sold for $125 million, or 8× ROI), and Hollywood special effects markets. In the early 1990s, he ran the most profitable division of Borland International as VP and Business Unit Manager of a $300 million profit-and-loss center where he was responsible for four major products servicing 4 million customers. 
 

  
 

   

    Jothy created the Can Do Productions TV production company that created three full episodes of a reality TV show called Who Says I Can’t, episodes of which are now on YouTube. Jothy founded and runs The Who Says I Can’t Foundation, a 501(c)3 charity that focuses on restoring the self-esteem of young people who become disabled by getting them the adaptive equipment they need to participate in their desired high-challenge sport.
 

  
 

   

    Jothy has a PhD in computer science from Duke University and a BA in mathematics from Kalamazoo College. He had a five-year appointment teaching computer science at Duke with a joint appointment at the Microelectronics Center of North Carolina (MCNC), where he was a VP and co-founder. A NASA research project of his at MCNC led him into the entrepreneurial world because he was determined to turn the supercomputer he designed for the Space Shuttle into a new startup in Sunnyvale called MasPar.
 

  
 

   

    Jothy has authored six books: How Debuggers Work (Wiley), Securing Web Services (SAMS), Who Says I Can’t (self-published), The Cloud at Your Service (Manning), Adventures on the Can Do Trail (for ages 4-9, self-published), and this book: Tech Startup Toolkit: How to launch strong and exit big (Manning). He has also written chapters for several books, as well as numerous articles and white papers. His weekly podcast on all things startup, is called the Adventures on the Can Do podcast. He is the inventor on four patents, and is a member of the Forbes Technology Council where his articles on a variety of topics appear on Forbes.com.
 

  
 

   

    Jothy lives with his wife, Carole, and his golden retriever, Harper, in Wayland, Massachusetts.
 

  


 

   

   
Part 1  First time leading a startup

 

  
 

   

   You are a founder and will be a leader in a new startup. This part of the book includes four anecdotes that will help you navigate these early waters of the brand-new startup you are creating or joining to change the world. The anecdotes in this part are as follows:
 

  
 

   

   	 Scratching the startup itch: How I became an incorrigible entrepreneur 
 

   	 What makes you think you are CEO material? 
 

   	 A venture-backed turnaround: A dangerous place to be 
 

   	 The founding team: Who’s in and who’s not? 
 

  
 

   

   I start with a story of how I became an entrepreneur after having started my career as a computer science professor. Then we take up an important topic: who should be the starting CEO of this new tech startup? The answer may surprise you. I learned an important (and personally expensive) lesson about that the hard way. 
 

  
 

   

   It is fairly common for a person’s first time leading a company to happen at a company they already work for that needs a new leader. But if it is a venture-backed company, there could be rough water ahead. 
 

  
 

   

   This part closes with an anecdote about founders. It’s a topic that has proven over and over to be fraught with emotion and egos. 
 

  


 

   

   
1 Scratching the startup itch: How I became an incorrigible entrepreneur 

 

  
 

   

   This chapter covers
 

    

    	Entrepreneurial itch? Dreaming of launching the next big startup?
 

    	Can you truly evaluate your startup idea soberly and without emotion?
 

    	Who can offer sage advice to steer your promising venture?
 

   
 

  
 

   

   What causes the itch to drop everything and create a startup? For me and many others, it is the desire and belief that you can change the world. It might be the recognition of a problem that you see a way to solve (like Fred Smith, who founded FedEx to deliver urgent packages overnight). It might be a product you think fills a niche that no one else has yet figured out (like Spotify, which “fixed” the pirating problem that the sudden ability to stream music created while at the same time preventing the huge financial catastrophe the music industry saw on the horizon as the sales of CDs dried up). It might be an efficient solution to something you recognize as inefficient (like Larry Page and Sergey Brin, who founded Google, used their patented page-rank algorithm to make theirs by far the most efficient search engine, and obliterated all competition). Or it might just be that you have an insatiable desire to do something really challenging where you get to call the shots and it is 100% up to you to succeed or fail.
 

  
 

   

   Many founders want to take their big idea and build a structure around it that allows it to become a product or service sold into very large markets. For that, they are willing to forgo saving for retirement, the stability of a job at a big company, and perhaps a salary for the initial phase of their new startup. None of this would happen, of course, if these sorts of people had not seen founders of successful startups get very rich. That financial reward highly motivates prospective founders to trade security for the risk–reward potential of a large exit. Because they are keenly aware of the tradeoff, they structure their “deal” so that if the startup is successful, they will make up for the years of little pay or savings for retirement and be set for life financially.
 

  
 

   

   
1.1 Discovering the startup “itch”
 

  
 

   

   I was a professor of computer science at Duke University in Durham, North Carolina, where, in 1983, I had recently completed my PhD in that same department. As a professor, I was expected (and wanted) to do research to support part of my salary and that of some students working with me. I was also expected to teach, and I enjoyed both aspects of my job. But I was not sold on being a lifelong academic. I was surrounded by technology that was advancing incredibly fast, including processor speed, storage capacity, and networking ubiquity, and I watched as new tech companies constantly burst on the scene, building inventions that were changing the world. I couldn’t help but wonder what being part of one of those world-changing companies might be like.
 

  
 

   

   I didn’t recognize it then, when wading ankle-deep in thousands of tiny processors on a two-foot-square circuit board at my Duke University lab in 1987, but looking back, I realize I had the restlessness—or maybe the “itch”—of someone looking for the opportunity to start my own company. I just had no idea what that could be or how to do it, yet.
 

  
 

   

   My first research project was with a colleague at North Carolina State University, just down the road in Raleigh. We won a NASA research contract to build a single-board, space-flyable, massively parallel supercomputer with more than 1,000 small processor chips on it arranged to function in parallel, making it a supercomputer with unprecedented power.
 

  
 

   

   This was the start of NASA’s Space Shuttle era. When in space, the Shuttle collected large volumes of vital telemetry data from onboard sensors, which it had to send down to Earth to be processed into actionable information. This worked fine until the Shuttle and the sun were aligned with the ground station, causing a “sun outage” during which the computers on Earth were blocked from receiving data. The situation was dangerous if the data indicated the Shuttle needed to fire a thruster or the main engine to move out of the way of space debris, but NASA was unable to alert the Shuttle until it moved past the sun.
 

  
 

   

   The solution was to build a supercomputer powerful enough to process the telemetry data and small enough to fit onboard the Space Shuttle. This is where we came in. Our single-board device was a supercomputer of amazing capability. It was built to be especially efficient at processing the types of telemetry data the Shuttle was collecting: by doing this continuously on board, there would never be a sun outage when the shuttle would lose its communication link with the ground station. That meant the Space Shuttle astronauts would be safer, thanks to our computer. This was a fun, fascinating, high-impact project that consumed me and several of my students.
 

  
 

   

   To figure out exactly how this computer we were designing would work and to understand how to write applications for it, I needed to purchase two “real” supercomputers we would use to simulate our single-board computer before we built it. Turns out I was purchasing serial numbers 1 and 2 from a startup called Convex Computer. Each of these machines had a footprint of about 32 square feet and was 6 feet tall. They required a special raised floor, a highly air-conditioned room, and oodles of power. Our simulations of our little single-board, two-square-foot device kept these two giant supercomputers completely consumed. And yet these simulations, entirely done with software, ran about 1,000 times slower than our eventual hardware devices.
 

  
 

   

   My simple observation that our NASA supercomputer-on-a-board could do certain applications faster than the fastest supercomputer in commercial production got me thinking that this device should have incredible value to the commercial world. Eventually, this thinking created in me the germ of an idea that maybe a supercomputer this small could become the basis for a new company doing something that had never been done before. The most powerful supercomputers of that time were giant machines that not only needed special, enclosed computer rooms with massive power requirements, but also required plumbing to provide them with water cooling. What if I could turn our work into a company that filled the need for massive compute power with small, very-low-cost supercomputers that plugged into standard wall current, with no special cooling needed?
 

  
 

   

    

    How are people positioned to found a new startup?
 

   
 

    

    Before they even bother calling themselves founders of anything, they must see if their idea really has merit. Often, one or more of the founders comes from the startup’s target market. They may have very detailed knowledge about a huge, unsolved problem that the market faces and thus also have a good idea for how to solve it. For most tech startups, that means they are building some sort of proof-of-concept product and showing it to prospective customers to get their reactions and feedback.
 

   
 

  
 

   

   
1.2 Putting the necessary pieces together 
 

  
 

   

   When you ask “What if?” like this, that’s your itch talking. Building a revolutionary supercomputer that filled an unmet market need was mine.
 

  
 

   

   I had no idea how to go about making this “what if” company a reality. But I started to ask around. I was being bold, and I was also nervous. However, in my brain, a “bit” had flipped, and I was determined to figure this out.
 

  
 

   

   My first step was to find out whether anything like this idea was being done already. Was this going to be duplicative, or was my idea totally unique?
 

  
 

   

   My second step was to use any connections I could think of to try to form a team—ideally with people who had started a company before, so I was not heading into the unknown alone.
 

  
 

   

   I did not get answers to my questions from people around me. It was now 1987, and Research Triangle Park, North Carolina, had no startup culture yet. This meant I was going to have to explore my idea in either Boston or Silicon Valley, places already steeped in startups, venture capitalists, and all the supporting infrastructure new tech companies require.
 

  
 

   

   My wife, Carole, being from Ohio, begged me to choose Boston and not California, since in her mind, California was going to slide right into the Pacific Ocean during the next big earthquake. I complied and went to Boston first to visit an existing supercomputer startup called Thinking Machines, where I knew two people from my university role; they took my calls and invited me for a visit. Thinking Machines was building a machine similar in architecture to what I would end up building based on my NASA contract work. My thought was that if I could join a company already building a machine like what I was building for NASA, I could both enjoy the technical work and also learn how a startup runs in preparation for a future startup of my own.
 

  
 

   

   You’ve probably seen a Thinking Machine with its giant red blinking lights since it was the computer in the control room of the original Jurassic Park movie. Danny Hillis, the founder of Thinking Machines, famously said, “The joke around here is that we want to build a computer that will be proud of us. The fact is we really mean it.” I thought that was a bit over the top, but this was an unusual company. They were among the first to have “playrooms” where staff could play with kids’ blocks, train sets, and Barbie dolls—because, the thinking went, the interaction might allow employees to let off steam and be more creative. Also, during company-paid, sit-down, hot multicourse lunches served by waiters, Sheryl Handler, the CEO and a trained concert pianist, played her grand piano to soothe the souls of her stressed-out employees. This lunch scene was a shocking waste of money to me, especially for a startup.
 

  
 

   

   As I talked to employees, it sounded like everyone was doing experiments, not building a product for sale. I got the strange feeling that this was more like a computer lab for MIT graduate students than a for-profit company with sales quotas and schedules to meet. Everything seemed inefficient and wasteful. Yes, I had initially gone to Thinking Machines to consider joining, but after seeing its excesses, I realized I did not want to be a part of it—I wanted to build a company that would compete with it. 
 

  
 

   

   Seeing this company as the only competition we would be dealing with anytime soon really got my competitive juices flowing. Thinking Machines already proved there was a market for super-powerful computers by selling its crème-de-la-crème version; we could outmaneuver the company by building a workhorse, blue-collar version, make our machine much easier to acquire and manage, undercut them, and outsell them, beating them in the market. I knew if I could get the right team and the right advice about how to do a startup, we could kick this company right in the blinking lights.
 

  
 

   

   My first call in my network was to my cousin Carol Peters. She also happened to be the only person I knew in a high-tech company. Cousin Carol had gone from being an administrative assistant to a senior executive at a company called Digital Equipment Corporation (DEC), which was then a major force in the computer industry. She could not believe what I was asking. When I mentioned the type of machine I had been working on and what I had in mind, the line went quiet. What stunned her into silence was the amazing coincidence I unknowingly revealed: several people from DEC, including her husband, Peter Christy, were discussing launching a startup to build a supercomputer that could take on Thinking Machines. Just like me. Now it was my turn to go silent on the call.
 

  
 

   

   But there was no time to let my stroke of luck sink in. First I needed to know the next steps. Peter called me back later that same day and told me to get my butt on a plane and come talk to his group in Silicon Valley. They were moving fast. If I wanted in on the ground floor, I needed to hurry.
 

  
 

   

   
1.3 The ground floor
 

  
 

   

   When I arrived at MasPar (a name conjured from massively parallel), I found a group of founders who welcomed me so warmly that it was as if we’d all known each other for years. This was not an interview. They already knew what technology I had been developing, and they were as excited to hear about my work as I was to hear about theirs. We seemed like a good match, and they expressed interest in incorporating my NASA contract results into the machine they were beginning to build.
 

  
 

   

   This was a pretty good way to “start” a company. I was not jumping into being CEO—we had a perfectly adequate one, and besides, I had no clue whatsoever how to be CEO yet. I could watch and learn how the CEO thing worked at a startup and how financing the company was done. (We had cream-of-the-crop investors, including Kleiner Perkins and Sequoia Capital, as our leads. In fact, probably the most famous venture capitalist of all time, John Doerr, was on our board.) I now see this as the best way to do your initial startup: not jumping in as a first-time founder when you’ve never been part of a startup before, but working as part of the team and learning how a startup works from the inside.
 

  
 

   

   MasPar ended up making a machine that had not 1,000 processors in it, like our NASA board, but 32,768 of them. And yet it was just the size of a four-drawer filing cabinet and needed no special raised floor or cooling like a Thinking Machine. It plugged into standard wall current and could sit in a regular office environment. That was unprecedented. But sadly, it did not have awesome blinking lights like the Thinking Machine. 
 

  
 

   

   We developed and sold 100 of our machines in four years, which was also amazing for a supercomputer. We landed customers like American Express, The New York Times, and the National Security Agency. Those customers bought it because it could do tasks they needed done that were not possible with any other computer. This type of machine, with a single instruction operating across all the processors in parallel, is extremely good at searching for patterns—which is what American Express and The New York Times wanted it for (we were never allowed to know what the NSA wanted it for). American Express and The New York Times would load up a lot of credit card records or news articles across all the processors and initiate a search. That search, operating in all processors simultaneously, reported any credit card records or articles that matched the search. 
 

  
 

   

   In addition to selling machines to some prestigious accounts, we achieved our goal of beating Thinking Machines in the market. Thinking Machines went out of business early in our reign, and the company never sold more than a few dozen machines. But at least those machines were Danny Hillis’ friends.
 

  
 

   

   However, our downfall was the pesky Moore’s Law. This “law” means a special, powerful machine won’t stay all that special or powerful for long. It wasn’t another supercomputer competitor that killed our business—all it took was normal Intel processors following Moore’s Law and getting faster and faster.
 

  
 

   

   Definition Moore’s Law is an observation (not an actual law) that the number of transistors in a computer chip, and its processing power, double every two years or so.
 

  
 

   

   After four years, I knew we had accomplished what I set out to do with my research, I had learned all I could from this startup, and it was time to move on. I never for a minute thought of going back to academia. I had “been there, done that.” And I was now addicted to the pace of innovation, the ability to adapt and change on a dime, the strong camaraderie of a startup, the feeling that I was in charge of my own destiny, and the almost total lack of company politics. But before I could go back into the startup world, I knew I had something critical to learn. I wanted to go to whatever company made the highest-quality software on the planet. And every single person I asked agreed that company was Borland.
 

  
 

   

    

    Is startup life for you?
 

   
 

    

    Creating a startup can be the most satisfying, rewarding, exciting, creative thing you ever do. And it just might be the most lucrative, as well. But sometimes it is none of those things.
 

   
 

    

    Without scaring you, you need to know that most startups fail. I know that because several of my startups did fail. But I keep at it because even in ones that fail, there is something addictive about the ways in which a startup is more powerful than the largest company. Having a small, close-knit team with everyone’s incentives completely aligned, all working together to change the world, means
 

   
 

    

    	 You can turn on a dime if you need to. 
 

    	 Decisions get made fast (usually by one person without layer after layer of approvals). 
 

   
 

    

    	 You get close to customers, which means you can get the product or service exactly right. 
 

    	 The product development team is free to try radical new things a big company can never do because it’s too risky. 
 

   
 

    

    Still, starting a company is not for everyone. You need to be bold and willing to take risks—and your family has to be on board. It’s the risk part that everyone thinking of starting a company needs to really search deeply about. About 80% of startups fail, and if that happens you need to find something else to do. But if you have the stomach for it, the rewards are abundant. Getting to work as part of a high-energy, high-performing team where 10 people accomplish what it takes 100 to do at a big company. Developing and building a product in a way that big companies just can’t because they don’t look the same way at the risk of building a brand-new product. And of course, the financial potential of a startup that wins and has a good exit is motivation for everyone at a startup.
 

   
 

  
 

   

   
1.4 The moral of this anecdote
 

  
 

   

   Creating a startup can be the most satisfying, rewarding, exciting, creative thing you’ll ever do. And it just might be the most lucrative, as well. But sometimes it is none of those things.
 

  
 

   

   Most startups fail. Several of mine did. But I also had two that were acquired for over $100 million. I was drawn to entrepreneurship because I wanted to be in control of my own destiny, and I loved the speed with which a startup could move. It was addictive. It was also very hard. But I had gone through years of people telling me “can’t” about all things difficult. That had driven me to get my PhD and was now driving me to build companies. 
 

  


 

   

   
2 What makes you think you are CEO material? 

 

  
 

   

   This chapter covers
 

    

    	Could you really handle being CEO? Better question yourself first.
 

    	How do you formulate the all-important elevator pitch?
 

    	Are you sufficiently resilient to leverage VC rejections as constructive feedback to iterate and improve?
 

   
 

  
 

   

   My first taste of startup excitement with MasPar was behind me. Then, after four years of rising through the executive ranks at Borland International in Scotts Valley, California, I had succeeded in my goal of learning how building the highest-quality software in the world is done. Plus I was gaining valuable management experience for my path to becoming a startup CEO without having a deliberate plan to do so.
 

  
 

   

   The journey to becoming a tech startup CEO can be challenging. It is very likely that some investors will strenuously challenge your readiness or ability to be CEO even when you think you are ready. But even if they seem sure you are not ready, I learned that such challenges can be misguided. I made a big mistake listening to the doubters too much.
 

  
 

   

   
2.1 First crack at being a founder
 

  
 

   

   At Borland, I was responsible for four of the most lucrative products the company sold, and the division I ran was the largest in the company, doing over $300 million in revenue annually. I had responsibility for engineering, marketing, customer documentation, and support. In 1996, the company decided to move my family and me to Boston for a year to acquire a startup there called Open Environment Corporation (OEC). This acquisition was critical to my division’s strategy, and going east to integrate this startup into the bigger company was going to continue to scratch the startup itch that I had in no way lost—it had just gone into a brief hibernation. Borland management above me—the senior vice president (SVP) and CEO—seemed desperate for me to go: they paid my wife’s full-year salary so she could take a leave of absence from her job, they rented us a house for the year, they had me leave my BMW convertible behind and bought me a Toyota 4Runner for Boston winters, and they signed a deal I insisted on whereby if I left Borland for any reason whatsoever, they owed me a full year’s severance. This deal was almost unbelievably good—I was so new to the ranks of large public company senior executives that I did not know this kind of deal was possible. As it turned out, I would exercise the full year’s salary severance term of our agreement to leave to do my first of eight startups in Boston.
 

  
 

   

   Almost as soon as I arrived in Boston, Borland lost everyone who formed my lifeline of support back to the Borland “mother ship,” as I liked to call it. My boss, the SVP, took a huge offer to go to Microsoft, and shortly after that, the board fired the CEO for not making a profit the previous quarter. The startup itch remained very strong in me. Once my family and I decided to stay in Boston, and with the Borland mother ship starting to go down, four of the top engineers from OEC and I decided we had an idea inspired by their work that could add real value to the nascent Web. It was a capability called load balancing.
 

  
 

   

   It was 1997, and our new startup’s load-balancing concept was based on the simple observation that the Web would not only be used for static marketing content as it had been so far. A few companies were starting to realize this could be a platform for highly interactive applications. Victoria’s Secret was one of the first to figure this out, in kind of a bad way: in 1999, the company had a Super Bowl ad that encouraged people watching to go right then to Victoria’s Secret website to see a lingerie model. Naturally, all those football fanatics rushed to their computers, and they completely overloaded the single server running the Victoria’s Secret site, causing it to crash. Our load-balancing solution would automatically and seamlessly balance the workload across a bunch of servers to prevent a single server from crashing as its capacity was exceeded. Turns out Fidelity Investments wanted this too, to allow people to directly interact with their 401(k) accounts; that could mean thousands of customers wanting to be serviced at the same time, and Fidelity Investments definitely did not want to see a repeat of what happened to Victoria’s Secret.
 

  
 

   

   This is how Webspective got its start.
 

  
 

   

    

    Webspective’s technology
 

   
 

    

    Webspective’s technology grew out of work originally done for distributed computing that was prevalent in the mid-1980s to late 1990s. In particular, the model of having monitors and agents was repurposed to provide a solution called load balancing for Web servers on the internet. The idea turned out to be very simple once a particular feature of Web browsers is understood. 
 

   
 

    

    Browsers have a redirection capability built in such that if the server at the URL the browser attempts to use wants that browser to instead go to a different URL, the server can use a redirect command built into the HTTP protocol to tell the browser to go to the alternate URL. Redirection is commonly used when information has been moved from its previous location to a new server but users and the web pages they visit have not yet been updated with the change. 
 

   
 

    

    One other simple building block is needed to complete the picture: a server needs to be able to tell how heavily loaded it is. That is, it must be able to determine how many Web connections it can handle and how many it is currently handling. 
 

   
 

    

    The main URL of a company points to a server (e.g., fidelity.com) that is the monitor that will receive all incoming connection requests. This monitor gets a constant stream of load information from each server it is connected to, which are the agents (e.g., fidelity100.com, fidelity200.com, etc.). As a new connection is made to the monitor, it determines which is the most lightly loaded of all the agents currently available, and it sends the browser making the incoming request an HTTP redirect command to the URL of the most lightly loaded agent. That redirect goes back to the browser, which sends its connection request to the new server (agent) it was just notified about. 
 

   
 

    

    As the load on fidelity.com rises over time, new agent servers are added, which the monitor is configured to know about; in this way, an almost infinite number of agents can be handled, and smooth load balancing can be achieved. This technology, delivered to Fidelity Investments (which was also an investor) in 1998, was so successful that it was in continuous operation at fidelity.com for a decade.
 

   
 

  
 

   

   
2.2 Almost CEO
 

  
 

   

   The team really wanted me to be the CEO. I was honored and nervous, and I had no idea what I would be getting myself into. I did not feel at all qualified to be CEO (yet), especially because I had never so much as touched sales; plus, marketing at Borland was totally different from the kind of marketing a company selling enterprise software to huge corporations like Fidelity Investments was going to need.
 

  
 

   

   CEO or not, first I had to find money to fund this new venture. The OEC team I had joined forces with had seen their founders raise money, so they were plugged into the Boston venture capitalist (VC) community. They knew of a guy who had raised money locally and was now a consultant for startup teams like ours that had no network of VCs they could waltz into and ask money from. This consultant knew all the good VCs in Boston and said he would make those warm introductions for us.
 

  
 

   

   For those introductions, you need a blurb about your company. This is a single paragraph, known as an elevator pitch, that can be spoken in 30 seconds and will catch the interest of an investor and excite them enough that they will take the meeting with you.
 

  
 

   

    

    The seven-sentence elevator pitch to investors (template)
 

   
 

    

    Introduction: I am [your name], the [your position] at [startup name], which provides [product/service brief description].
 

   
 

    

    Problem & Solutions: We help [market, types of customers] solve [problem they experience] by providing [your key benefits].
 

   
 

    

    Competitors: Unlike [your competitors in the target market], our solution [highlight key differentiators].
 

   
 

    

    Market Opportunity: This is a $[market size] opportunity in [region/country] alone, and now is the best time for [your goal] because [why now].
 

   
 

    

    Business Model: We make money by [revenue streams].
 

   
 

    

    Achievements: We have already achieved [your accomplishments].
 

   
 

    

    Request: We currently need [amount you are raising] to achieve [your next milestones and timeframe].
 

   
 

    

    Avoid the temptation to add more sentences—remember, this is only about getting a “yes” to a meeting request. You get to say all those extra cool things when you are in the meeting room with the investors, presenting your full pitch deck.
 

   
 

  
 

   

   Our consultant also had experience creating and pitching a PowerPoint deck that tells the startup’s story. (You can read all about what goes into this pitch deck in anecdote 7, “The art of pitching to institutional investors.”) He taught me how to create a reasonable deck, and he made introductions to a list of local VCs who would take a meeting with me.
 

  
 

   

   TIP  Please always remember that no VC will respond to a cold call, so never bother trying that. Even if their website has a link to upload a business plan, don’t bother. Those things are auto-deleted. They will only take a meeting if someone they know, trust, and respect makes a warm introduction. 
 

  
 

   

   My first pitch to raise money to get Webspective started (so far, the team was living off our savings and working out of the CTO’s basement) was going to be at a VC firm named Commonwealth Capital Ventures, where I would be meeting with the firm’s patriarch, who was named Mike Fitzgerald. I was pitching about the future of the Web and how the way the Web was currently working would not cut it any longer. Companies like Fidelity Investments wanted to support interactive applications right through people’s browsers, and we had proven technology that we had adapted to solve this problem. Plus, we could deliver it to the market in a matter of months.
 

  
 

   

   Before I got very far into that story, Fitzgerald leaned forward with an intense look that sliced right through me and said, “What makes you think you are CEO material?”
 

  
 

   

   With that, he dug straight into my biggest insecurity. I didn’t have a heart attack, but I did feel like crawling under the table. I was suffering from imposter syndrome.
 

  
 

   

   He kept going and went right for the jugular, adding, “You have zero sales and marketing background, and that is unacceptable. You can’t be the CEO.”
 

  
 

   

   After that meeting, I told my cofounders that I could not be the CEO but would continue to raise the financing and then be an advisor. But I now was on a mission to get a role where I could learn sales and marketing skills that Fitzgerald and I both knew I sorely lacked. What hit even harder was that someone had just said can’t to me (see my book Who Says I Can’t), so I had to go do whatever it took to be CEO-ready (in the eyes of investors who thought like Fitzgerald). At least my cofounders had convinced me they thought I had what it took to be a CEO. That helped make me optimistic that I’d be one someday.
 

  
 

   

    

    Why be a startup CEO?
 

   
 

    

    Be a startup CEO for the same reason you should consider moving up from individual contributor to manager, to director, to vice president in a large company: you have a vision of a major problem that exists in the market, and you think you know how to build a solution for it. You think you know how you want to sell it and to whom. You also think you know the right messaging to use to get people to understand all that. But you will need a team to build that solution, a team to sell it, a team to market it, and all the other people to make a company work. You are viewed as a leader because of your experience and what you know. But you cannot possibly do all that is needed by yourself. You need a team, and they need you to be CEO to lead them.
 

   
 

  
 

   

   The next VC I met with was Ted Dintersmith of Charles River Ventures (CRV). My cofounders had gotten to him first, and he was hell-bent on stopping me from dropping out as the Webspective CEO. He tried very hard, and he came close to convincing me. The problem was that everything Fitzgerald said was haunting me, adding fuel to my fires of self-doubt, and nothing Ted could say was going to counteract that. Many years later, I realized that Ted had been right and Mike was wrong. A tech startup needs a tech CEO at first, especially when that CEO is a passionate founder; prior experience is secondary.
 

  
 

   

   
2.3 Avoiding four-legged sales calls with a technical CEO
 

  
 

   

   Right out of the gate, the CEO of a highly technical and disruptive startup needs to be highly technical themselves so they can credibly explain how this works, why this works, why it’s disruptive, and how it’s defensible. This is the person who has the most passion about the problem and the company’s solution and who usually conveys that passion best. And that CEO needs to be able to do that without taking the CTO with them on every sales call or investor meeting. I call those four-legged sales calls. And face it, they are prohibitively expensive.
 

  
 

   

   I know a lot about four-legged sales calls from many years later when I was CTO and working with a CEO who was not technically trained. He would ask me to accompany him to every critical customer or investor meeting where he would operate as the salesperson but defer to me for all technical questions. But after that, when I was CEO, I had literally hundreds of meetings where I was able to field all questions, both business and technical. The dramatic difference in efficiency of a technical CEO who is able to fully represent the company is hard to overstate.
 

  
 

   

   Ted realized the value of a technical CEO. He was very frustrated with me and tried one more time, but to no avail. I was already reaching out to all the investors I had met through the Webspective financing campaign to see if they had a portfolio company with a role as CTO that would allow me to have a technical leadership position while spending most of my time working closely with the CEO to learn the sales and marketing I believed the CEO job required.
 

  
 

   

   The idea of shadowing the CEO during the normal course of their day came initially from Fitzgerald, and it made sense to me. I thought then, and still think, that if you are someone with a strong technical background, easing into the CEO role via this type of shadowing will set you up for a greater likelihood of success and reduce the likelihood of your investors shortening your tenure by looking for someone new with strong sales DNA. But the alternative view, espoused by people like Ted Dintersmith, is that a highly disruptive company with groundbreaking technology like Webspective may have a short rocket-ship trajectory in which the technical CEO is the most desirable choice. If Webspective had taken five years instead of two to reach a profitable exit, I have no doubt the investors would have pushed me out in favor of a salesy CEO. You will have to determine which scenario you are staring at when you decide whether to take that first CEO role, even if you feel like a CTO.
 

  
 

   

   Meanwhile, Fidelity Ventures and CRV ended up being the investors in Webspective, and they found a CEO shortly after the initial round closed. Webspective’s product was as groundbreaking as we had hoped; Fidelity became our biggest customer and used the product for over a decade. After just two years and doing only $2 million in revenue, Webspective was acquired by a company called Inktomi for $106 million during the height of the dot-com bubble. (Shortly after that, Inktomi was acquired to become the search engine for Yahoo.) With a sale of $106 million, the startup CEO typically owning 10% of the stock, and very little dilution having occurred, somewhere around $10 million went to the CEO. Because I did not listen to Ted and did not stay as CEO, my stake was one-tenth of that. That put a cold, hard dollar value on my very bad decision.
 

  
 

   

   Definition  Dilution is the reduction in the ownership percentage of current investors, founders, and employees caused by the issuance of new shares.
 

  
 

   

   
2.4 The moral of this anecdote
 

  
 

   

   Technology startups need technical founders/CEOs to lead them for the initial phase of entry into the market because the technical CEO can explain the value proposition and the product better than anyone. But investors frequently push aside these CEOs later when the company is ready to scale if they do not have strong sales experience. To get that sales experience and to learn how startups function, joining a startup that has strong salespeople in the CEO and/or VP Sales roles is a wise way to begin your startup journey. However, if you have an inventive, disruptive idea and a team that backs you, go for the CEO role and don’t step out of the company. Even if you are pushed aside later, your stake in the company will remain, and the success of the company will still reward you handsomely.
 

  


 

   

   
3 A venture-backed turnaround: A dangerous place to be

 

  
 

   

   This chapter covers
 

    

    	Do you know when investor priorities might clash with yours as CEO?
 

    	Is your startup's path aligned with your investors' 10-year time limit?
 

    	Are you ready to say no when an investor asks you to take on a venture-backed turnaround?
 

   
 

  
 

   

   There can be a lot of benefits in joining an existing startup with a great CEO to learn from on the way to being ready to be CEO yourself. But it has to be the right thing for you, not just for investors, who are not looking out for your interests first; they are looking out for theirs first. I also want to point out the danger inherent in being the leader of a venture-backed startup that requires a turnaround. In fact, the concept of a venture-backed turnaround is an oxymoron because VCs want their companies to build, grow, and exit—the last thing they want to spend a lot of effort on is a portfolio company that is failing and needs remedial action to even survive. And if you are new to the CEO role, you never want to be thrust into the CEO role of a turnaround. I unfortunately learned several of these lessons the hardest way possible.
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