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Entrepreneurship
“The pursuit of opportunity, without 
regard for resources currently 
controlled”.

Howard Stevenson 
Harvard Business School



Bret Waters
Founder and CEO of three Silicon Valley software companies: 

• Metagraphics – developed the first web-based document generation engine.  
Sold to Linotext America.  

• Artmachine – developed the first pure-SaaS digital media management system.  
Sold to OpenText.  

• Tivix – developed fintech systems for major banks around the world.  
Sold to Kellton. 



Now I teach two entrepreneurship 
courses at Stanford. 



Exploration

Extrapolation

Exploitation

Stages of a venture. 

Rapid iteration and validating, 
with a goal of getting to 
Product-Market Fit.

Extrapolating on what’s been 
learned, now it’s about getting 
the flywheel of growth spinning 
at an ever-increasing velocity. 

Harness efficiencies of scale to 
drive market share and profits. 

Founding

Product-Market Fit

Escape Velocity

Stanford CSP 
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Stanford CSP 
BUS-219



Bret Waters
I also ran two nonprofit organizations: 

• President of Woodside School Foundation 
A 501(c)3 non-profit focused on local K-12 eduction, managing a $10 million endowment.  

• Interim CEO of Stanford New Schools 

A 501(c)3 non-profit charter school management organization operated by Stanford University.  



For 15 years I’ve coached startup CEOs at 
Miller Center for Social Entrepreneurship. 



In getting from a startup idea to 
a successful, growing venture, 

what do you think matters most?



Most startup ideas fail. Investors know this and so 
they invest in founders who can execute a path to 
success when the original idea fails.  

My goal with this course is to make you one of 
those founders. 

Ideas are cheap. Execution is hard. 



YouTube’s idea was a video dating site.  
Android’s idea was an OS for digital cameras.  
Uber’s idea was a fleet of company-owned cars, called “UberTaxi”.   
Instagram’s idea was a mobile check-in app (like Foursquare) called “Burbn”. 
The Twitter team’s idea was a Flash-based podcasting platform called “Odeo”.  
Slack’s original idea was a video game studio. 

Here are some ideas that failed,  
but now the business is worth billions. 



“The verb you want to be using with 
respect to startup ideas is not “think 
up” but notice. The way to get startup 
ideas is not to try to think of startup 
ideas. It’s to look for problems.” 

- Paul Graham 
  Co-founder of Y-Combinator



Uber was born when a group of friends spent $800 to hire a private 
driver and then listened to the driver talk about how much downtime 
he had every week, waiting for business.  
Airbnb was born when roommates in San Francisco needed to rent 
out a spare bedroom to pay the rent.  
Cisco was born when two computer administrators at Stanford were 
frustrated by slow network speeds. 

This is often how great startups begin, when a founder notices a 
problem worth solving and falls in love with solving that problem.



In my career, I’ve worked with hundreds of startup 
founders. I’ve seen patterns with regard to which ones 
succeed and which ones fail.  

Based on these patterns, I’ve put together an 8-step 
process for getting from a startup idea to a launched 
and funded venture, poised for success. 

That’s what this course is about. 



The Launch Path. 
BUS-217: Eight steps to a successful startup. 

1) Listen to the waves.  
2) Build something people want.  
3) Draw the landscape.  
4) Create an engine of growth.  
5) Engineer an economic model. 
6) Create a capital strategy.  
7) Frame a Funnel.  
8) Be a Master Storyteller. 
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Listen to the Waves. 
STEP 1:



Step 1: Listen to the Waves. 
Where do most startups begin?

The Launch Path

Most great startups begin with a founder who 
notices a problem worth solving.



Build something people want. 
STEP 2:



Step 2: Learn what people want
Don’t build something that no one cares about.

The Launch Path

The only way to win is to learn 
faster than anyone else. 
- ERIC RIES



Draw the landscape
STEP 3:



Step 3: Draw the landscape
Every startup operates within a landscape of competitors and alternatives. 

The Launch Path

I looked at my competitors, and I thought, if they 
could do it, I could do it. And if they are popular 
and doing well, I could compete with them. 
- TOMMY HILFIGER



Design a engine of growth
STEP 4:



Step 4: Design an engine of growth
You’re gonna need a business model.

The Launch Path

Luck is not a business model. 
- ANTHONY BOURDAIN

A business model is the rationale by which an 
organization creates, delivers, and captures value. 



Engineer an economic model
STEP 5:



Step 5: Engineer an economic model
The numbers need to work 

The Launch Path

For every one of 
our failures, we 
had spreadsheets 
that looked great. 
- SCOTT COOK



Develop a capital strategy
STEP 6:



Step 6: Develop a capital strategy
There are many great ways to finance a startup venture in 2024.

The Launch Path

Be so good they can’t  
ignore you. 
- STEVE MARTIN

My goal with this chapter is to open up the solution set a 
bit in your mind so you can choose the form of financing 
that makes sense for your particular venture.

It’s not just VC. Revenue share notes, demand dividend, 
SAFE’s, royalty-based notes, SIB’s and so much more. 



Frame a funnel
STEP 7:



Step 7: Frame a funnel
We need a scalable process for getting customers at a rational cost.

The Launch Path

The purpose of a business is to 
create and keep a customer. 
- PETER DRUCKER

Most startups die from lack of customers. Others die 
because they realize too late that the economics of their 
customer acquisition process are impossible to survive. 
Both are painful deaths, so let’s try to avoid them. 



Be a master storyteller
STEP 8:



Every great entrepreneur has the ability to tell a 
crisp, clear, and compelling story about what 
she’s working on, and why it matters. 

Step 8: Be a master storyteller
The Launch Path







1) Listen to the waves- April 9.  

2) Build something people want- April 16.  

3) Draw the landscape - April 23.  

4) Create an engine of growth - April 30.  

5) Engineer an economic model - May 7. 

6) Create a capital strategy- May 14.  

7) Frame a Funnel - May 21.  

8) Be a Master Storyteller - May 28.

The Launch Path. 
BUS-217: Eight steps to a successful startup. 



10 minute break. 





AI



John McCarthy, 
Professor at Stanford University 

Coined the term “Artificial Intelligence” in 1956.



What island has benefited from AI more than any other?
Internet top level domain names (TLDs) are assigned to countries (.uk, .pt, .es). 

The TLD “.ai” is owned by the island nation of Anguilla.





In 2024, the island country of 
Anguilla had $32 million in revenue 
from selling “.ai” domain names – 
representing over 20% of the 
government’s income. 



The Gartner Hype Cycle

So where are we with AI right now?



Generative AI (ChatGPT, etc) is having a big impact 
on everything right now.  

We’ll look at some of the ways that launching a 
startup can be accelerated with these tools.  

Have experiences and recommendations? Post 
them for your classmates in the #ai_for_startups 
channel on Slack! 

















Fast food kills - and yet we buy a lot of it. 
“A fast food diet increase your chances of developing depression, cancer, type 2 
diabetes, heart disease and other chronic conditions.” -Cleveland Clinic. 

“Over the past 50 years, the health of Americans has gotten worse, Today, eating processed 
foods and fast foods may kill more people prematurely than cigarette smoking”.  
- National Institutes for Health 

“The health benefits of a natural, plant-based diet have been established by numerous 
research studies”  
- Stanford School of Medicine

https://www.ncbi.nlm.nih.gov/pmc/articles/PMC4074336/
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC4772793/


Americans spend over $300B/year on unhealthy 
fast food, and it’s become a leading cause of 
premature death. Most people want to eat healthy, 
but with a busy life it’s hard sometimes.

Problem Statement for Bret’s awesome new startup:



Bret’s awesome new startup:
Americans spend over $300B/year on unhealthy fast food, and it’s become a 
leading cause of premature death. Most people want to eat healthy, but with a busy 
life it’s hard sometimes.

Over the course of the next eight weeks, I will produce 
deliverables of each step, as examples you can refer to 
as you develop your own startup idea.



Your first assignment is to write a simple and clear statement of the problem your 
startup solves, and post it to the #problem_statement channel on Slack.  

You are not writing marketing copy, so no buzzword mumbo jumbo! Just a nice, simple, 
clear articulation of the problem your startup solves.  

Frame it as a problem from a customer perspective. In other words, we’re not fixing the 
fact that most fast food is unhealthy – we’re fixing the fact that most consumers want 
to eat healthy but often don’t feel as if they have the time. 



Administrative details. 



If you are taking the class for a grade, you have 
one deliverable at the end of the course:

A 8-12 slide deck on a startup idea, incorporating the concepts covered in the 
course.•A short slide deck about a startup venture, demonstrating that you 

understood the concepts we discussed in the course.  

• You can choose whether to present it in class or not. 

• Due to me before the final class session. 



Administrative details:

Eight Wednesdays, 7pm - 8:50pm.  

Grade will be based on attendance, participation, and one deliverable. 

Interactive format - ask questions, and bring thoughts! 

Be respectful, raise your hand, ask good questions and let others do the same. 

Our primary communication between classes will be Slack.  

I’ll give you 100% and ask that you please do your part.



Every week I’ll be at the 
CoHo an hour before class. 

Join if you want for food, 
beverages, discussion.  

Purely optional. 





Want to volunteer to lead a Zoom-based study group with weekly calls? 
Let me know. 



bus217.org
On the class website you will 
find recaps of each class 
session, additional reading, 
assignments, videos, etc.  



Our Slack Workspace



Slack:

Name Tag:

Name:

Make it easy for your classmates to get to know you by 
using the same name across everything in class.

Zoom:

Alesya Pyrkova

AlesyaBob
Samuel Robert Smith

Be like Alesya!





Some of you are sippers. 



Some of you are gulpers. 



All you need to do is show up on Wednesday 
nights and have something interesting to say.  

If you want to sip this class:



Regular Wednesday night class sessions - be active in discussions. 

Produce deliverables for our own startup for each step on The Launch Path.  

Participate in Slack discussions with classmates.  

Join the pre-class discussions at the CoHo.  

Choose to present your own startup idea to the class. 

Join the optional calls we will have occasionally. 

If you want to gulp this class:



I have designed this course to be satisfying for 
both sippers and gulpers. 



My goals for our time together:

Introduce you to a set of frameworks that will be helpful for 
any sort of new venture - tech, non-tech, social venture, etc.  

Create an environment of knowledge-sharing and cross-
pollination so that you learn from each other.  

Have fun and make life-long connections.  



• In the #problem_statement channel on Slack, share a short, 
concise statement of the problem your startup solves.  

• In the #social channel on Slack, post a photo of a favorite 
food that you grew up with. 

This week’s assignments:







The History of Silicon Valley



Silicon Valley, California
Global hub of entrepreneurship and innovation.  

Headquarters of more than 4,000 tech companies. 

The GDP of the Bay Area is more than $500 billion, larger than 
 most countries in the world.  

 





Santa Clara Valley



Santa Clara Valley



The Entrepreneurs of 1849.
Chapter 1:





The population of San Francisco increased from 1,000 to 25,000 in less than two years.
San Francisco, 1849



The population of San Francisco increased from 1,000 to 25,000 in less than two years.
San Francisco, 1849







The “49ers” were known as hard-working, 
resourceful entrepreneurs. 

They traveled thousands of miles to get to 
California, where they mined for gold, built 
stores, launched businesses, and created jobs.



Leland Stanford 
A famous 49er.



Copyright 2019 - Bret Waters

●Grew up in New York, went to law school. 

● Lost everything in a fire.  

●Decided to join the California Gold Rush. 

● 1852, owned a general store for miners. 

● 1856, opened more businesses in Sacramento.  

● 1861, co-founded the Central Pacific Railroad. 

● 1868, co-founded Pacific Union and then merged 
with Wells Fargo & Company.  

●Built the transcontinental railroad. 

Leland Stanford













The home of Leland and Jane Stanford after 1906 earthquake. 







Copyright 2019 - Bret Waters

Their only child, 
Leland Stanford Jr, 
died at 15. 

Then tragedy struck. 



Copyright 2019 - Bret Waters

In their grief, Leland Stanford 
and his wife Jane decided to 
launch a new startup venture in 
their son’s memory, on the land 
they owned in Santa Clara 
Valley. 



Copyright 2016 - Bret Waters, Stanford University 

●“A university which will fit the graduate for 
some useful pursuit”.  

●“To prohibit religious instruction, but to teach 
the immortality of the soul.” 

●“To afford equal facilities and give equal 
advantages to both sexes”.

It was an innovative new startup. 



Copyright 2019 - Bret Waters

Stanford University, Founded 1891



The First Internet.
Chapter 2:



The Telegraph



Federal Telegraph Company, Emerson Street, Palo Alto



Federal Telegraph Company, Emerson Street, Palo Alto



Lee DeForest 
Federal Telegraph 

Company 
Palo Alto 

While working on 
developing a “next-

generation telegraph”, 
he invented of the  

vacuum tube amplifer. 



January 25, 1915 at the World’s Fair in San 
Francisco, Lee DeForest’s tube amplifier was 
used for the first transcontinental phone call.  
 
 



Tubes.
Chapter 3:



Lee DeForest 
Federal Telegraph Company 

Palo Alto 

His invention, the vacuum tube 
amplifier, became the one 

device to rule them all. 



Lee Deforest’s new 
invention controlled the 

flow of electrons and the 
field became known as 

“electon-ics”.



Stanford University created new 
courses, studies, and research in 
this new field of “electronics".



For the entire first half of the twentieth century, 
vacuum tubes were what drove the development of 
radio, television, radar, sound recording and 
reproduction, long distance telephone networks, 
home entertainment systems, and more.
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home entertainment systems, and more.



21-year-old Philo Farnsworth, “The Genius of Green Street” 
Invented the television in his lab at 202 Green Street in San Francisco. 



21-year-old Philo Farnsworth, “The Genius of Green Street” 
Invented the television in his lab at 202 Green Street in San Francisco. 



Frederick Terman 
Dean of the Stanford University 

School of Engineering 
“The Father of Silicon Valley”



Frederick Terman 
Dean of the Stanford University 

School of Engineering 
“The Father of Silicon Valley”

Terman started doing an 
innovative thing: He actively 
encouraged his students to 
found companies when they 
finished their studies, and he 
even personally invested in 
some of them. 



Frederick Terman and two of his students,  
Bill Hewlett and Dave Packard.



They founded HP in this garage, at 367 Addison Avenue in Palo Alto. 
It’s still there. 



They founded HP in this garage, at 367 Addison Avenue in Palo Alto. 
It’s still there. 

HP’s first customer was Disney.  
They bought 8 units at $71.50 each, 

for use in making the movie Fantasia.

The HP200A oscillator. 





Transistors.
Chapter 4:



William 
Shockley:  

A Palo Alto guy 
wins the Nobel 

prize in physics, 
1956.  



Transistors. 



The Transistor did everything a vacuum tube did, 
but was smaller, faster, cheaper to manufacture, 

and consumed less energy. 



391 San Antonio Road, Mountain View, California



Brilliant technology guy.

William Shockley 

Terrible manager. 





The “traitorous eight” quit their jobs at Shockley 
Semiconductor to create a startup to compete with their boss.







Signed by the founders of Fairchild Semiconductor, in lieu of a partnership document. 



But wait!  

William Shockley, their 
former employer, tried to sue 
them, citing non-compete 
agreements they had signed. 



“Every contract by which anyone is 
restrained from engaging in a lawful 
profession, trade, or business of any 
kind is to that extent void.”

California law since 1941 states that non-compete 
agreements are not enforceable. 



In California, non-compete 
agreements are unenforceable. 
 #winning #startups #awesome







They founded Fairchild Semiconductor at 
844 Charleston Road, Palo Alto. 



Today there are 92 publicly-listed 
companies that can be traced back to 

Fairchild.  

They are worth over $2.1 trillion, more 
than the annual GDP of Canada, India, or 

Spain.  
 

They employ over 800,000 people.



In 1959, Robert Noyce and Gordon Moore at Fairchild 
Semiconductor started working on a new innovation:  
Multiple microscopic transistors a single semiconductor chip.  
A complete integrated circuit.



Robert Noyce

Gordon Moore



What’s the key manufacturing ingredient?

Silicon.
Transistor. Hundreds of transistors on one 

semiconductor chip. 



384 transistors on one chip. 



Silicon.



Silicon.



The first Intel product: 
 384 transistors on one chip. 











Money.
Chapter 5:



The “traitorous eight” who quit their jobs at Shockley 
Semiconductor and founded Fairchild Semiconductor. 



Eugene Kleiner



Eugene Kleiner 
Co-Founder 

Fairchild Semiconductor. 

Tom Perkins 
General Manager 
Hewlett-Packard



Located on Sand Hill Road, this Venture 
Capital firm has funded Amazon, 
Google, Skype, AOL, Spotify, Slack, 
DocuSign, Brio Technology, Electronic 
Arts, Flextronics, Genentech, Hybritech, 
Intuit, Lotus Development, LSI Logic, 
Macromedia, Netscape, Quantum, 
Segway, Sun Microsystems Tandem 
Computers, and many more.



Today, this one road has the highest density 
 of venture capital firms in the world. 



The Personal Computer.
Chapter 7:







The Apple I.





I bought an Apple II in the summer of 1977. 





The Second Internet.
Chapter 7:



ARPANET



ARPANET
ARPANET









1991 - Tim Berners-Lee invents HTML and 
creates the first web server. 



1991 - Tim Berners-Lee invents HTML and 
creates the first web server. 



Marc Andreessen 
Developer of Mosaic, 1993 

One of the first web browsers.



Marc Andreessen 
Co-founder of Netscape, 1993

Netscape had an IPO in 1995 
The stock more than doubled on the first day. 

$2.9B in market cap on day one. 
The internet gold rush was on.



google.stanford.edu launched in 1996. 

http://google.stanford.edu


google.stanford.edu launched in 1996. 

http://google.stanford.edu


The servers for google.stanford.edu



Eugene Kleiner



Sand Hill Road





Raised $25M from Kleiner in 1999. 
Had an IPO in 2004 with a market cap of $23 billion. 



A Palo Alto guy named Elon Musk. 

Co-Founded Zip2, sold it for $300M.



Elon Musk became part of the 
founding team at PayPal. 



Peter Thiel Elon Musk



Two years after 
founding, PayPal 
was acquired by 

eBay for $1.5 billion.  

The founders went 
on to found a slew 
of new companies. 

The PayPal Mafia



Jawed Karim and Chad Hurley founded YouTube 
Jeremy Stopelman and Russel Simmons founded Yelp. 

David Sacks, founded Yammer 
Peter Thiel, wrote check that launched Facebook.  

Reid Hoffman, founded LinkedIn.  
Max Levchin founded Slide, VP Eng at Google, founded Affirm. 

Elon Musk, founded SpaceX, Tesla, The Boring Co.  



165 University Avenue



165 University Avenue



165 University Avenue



First  
Facebook  

Office
First  

PayPal 
Office

First  
Google  
Office



Lots of old white men. 
But now let’s talk about the women. 



Copyright 2016 - Bret Waters, Stanford University 

●Two years after Stanford University was 
founded, Leland Stanford died. 



Copyright 2016 - Bret Waters, Stanford University 

●Two years after Stanford University was 
founded, Leland Stanford died. 

●Jane Stanford ran it for more than a decade, 
building it into a world-class institution.  

●



Elizabeth J. Feinler
Director, Network Information Center 
Stanford Research Institute

Beginning in 1974, her group was the overall 
naming authority of the Internet, developing 
and managing the name registries of the 
top-level domains including .mil, .gov, 
.edu, .org, and .com. 

She manually managed the HOSTS.TXT file 
with every domain name and IP address on 
the internet.  Every single connection on the 
internet referred to her file which she 
updated daily. 

In 1986 the DNS (Domain Name System) 
protocol was developed. Today 600 DNS root 
servers around the world do the job that one 
woman once did by hand.  



Aileen Lee 
Founded first woman-led VC firm. 
Coined the term startup unicorn.  

Katie Haun 
Launched $1.5B 

Haun Ventures, March 2022

Katrina Lake 
Founded StitchFix 

Took it public at the age of 34.

Sheryl Sandberg 
Google and Facebook 

Now investor. 

Susan Wojcicki 
First Marketing Mgr at Google
CEO of YouTube 
Her net worth is >$600M

Johanna Hoffman 
Only woman on the Mac team. 

Only person who  
could stand up to Steve Jobs



OK, now back to our story. 



Mobile/Social
Chapter 8:



Even though much of telephone technology 
was developed in Silicon Valley, it was slow 

to get into the mobile phone business. 

Ericsson from Sweden Motorola from Chicago Blackberry from Canada Nokia from Finland



2007



2007 2008
Apple announces iPhone. Google buys Android.







Billion dollar apps, founded here. 



Today there are 1.46 billion iPhone users. 
And 3.92 billion Android users. 

That’s 5.38 billion iPhone and Android 
users on a planet of 7.83 billion people. 



This may the most impactful thing 
developed in Silicon Valley. 



Anyone on the planet who has one of these 
is connected to all the information 
available in the world today. 







Amplifier invented by Lee DeForest. 

Transistors invented by William Shockley 

Semiconductor chips invented by Moore and Noyce 

TCP/IP Internet connection, invented by SRI 

Web Browser invented by Marc Andreessen 

Search developed by Larry and Sergey. 

And lots and lots of silicon…..

The entire history of Silicon Valley is inside:



A culture of reinvestment.  



Now, the next generation is underway.  



Today there is more opportunity than ever.  

AI, Machine Learning, Autonomous Vehicles, 
Gene Editing, Blockchain, Medical Devices, 

Deep Learning, New EV technologies, 
AgTech, and much more. 



The next decade will be a golden area 
for global entrepreneurs. 



Welcome to Stanford Campus.
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