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III
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Chapter  

3.1

MAKE THE  
INTANGIBLE TANGIBLE
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3.1.1
Fig. 

Makers often focus on the shiny object—the product they’re building—and forget 
about the rest of the journey until they’re almost ready to deliver it to the customer. 
But customers see it all, experience it all. They’re the ones taking the journey, step-
by-step. And they can easily stumble and fall when a step is missing or misaligned.
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3.4

YOUR FIRST  
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29



LaggardsInnovators

V1 product

V1 V2 V3

Early Adopters Early Majority Late Majority

V2 product V3 product

2.5% 13.5% 34% 34% 16%

THE CHASM

Who’s it for

EARLY MARKET

Whole 
Product 
Solution

Minimum
Feature

Set

MAINSTREAM MARKET

3.6.1
Fig. 

Innovators and early 
adopters.

These are the people 
who deeply love whatev-
er it is you do—they 
might be gear heads or 
obsessed with technology 
or just really into your 
space. They’ll have an 
emotional reaction to 
anything new and cool 
and will buy it fully 
aware that it will 
probably be buggy.

Early majority.

These are the trendset-
ters. They watch the 
early adopters and will 
read some reviews before 
committing. They expect 
product bugs to be 
ironed out, decent 
customer support, and an 
easy way to learn about 
and purchase the 
product.

Late majority and 
laggards.

This is everyone else—
the mass customers who 
expect perfection. 
They’ll only buy the 
clear winner in the 
marketplace and won’t 
put up with any hassles.

Geoffrey Moore first mapped out when different people are open to new products 
in his book Crossing the Chasm. But that’s not the whole story. It’s also critical 
to understand where V1, V2, and V3 of your product will fall on this chart and how 
that changes what you focus on—disruption, refinement, or the business.
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V1 V2 V3

Product

You’re essentially 
shipping your 
prototype.

Customer acquisition 
costs will be sky-high; 
some features you really 
wanted will be missing; 
your marketing, sales, 
and customer support 
will all be a little wonky; 
you won’t have the 
partnerships you’ll need; 
and you’ll still be 
discovering everything 
you got wrong.

You’re fixing the stuff 
you screwed up with V1.

At this stage you’ll know 
what your problems are 
and how to fix them—
both the unexpected 
issues that inevitably crop 
up after you launch and 
the stuff  you cut corners 
on the first time. V2 
usually comes swiftly after 
V1 because you’ve learned 
so much so fast and 
you’re dying to get it all 
into the next generation.

You’re refining 
an already great 
product.

Your focus should be 
less on the product and 
more on the business 
and polishing every 
touchpoint of  the 
customer lifecycle. 

V1 V2 V3

Figuring things out 
and outsourcing. 

You have a small team 
so you have to outsource 
a ton of  functions—
marketing, PR, HR, 
legal. This will enable 
you to move fast and 
get a lot done, but it’s 
expensive and won’t scale.

Start bringing more 
things in-house. 

You take everything 
you’ve learned from the 
third-party teams you 
worked with for V1 and 
start building that muscle 
in-house. [See also: 
Chapter 5.3: Design for 
Everyone: But you 
shouldn’t outsource a 
problem.] Your teams 
and level of  expertise 
grow.

Lock in internal 
expertise and selec-
tively outsource 
smaller projects.

Certain key internal 
teams will be focused on 
the most important 
differentiators of  your 
business. That may mean 
doing branding in-house 
or legal or whatever is 
most important to your 
company. As these teams 
grow and do more, they 
begin outsourcing again, 
but only for specific, 
smaller tasks that are 
closely supervised by the 
internal team.

Outsourcing vs. building in-house
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V1 V2 V3

Product

Product market fit.

This really just means 
getting the product right 
enough to prove there’s 
a market for it so you 
can cross the chasm. 

If  you can’t prove that 
at least early adopters 
will buy your V1, then 
you have to go back to 
the drawing board and 
start over.

Profitable product.

At this point you’ll widen 
the market, start nailing 
more parts of  the 
customer journey, and 
might even be making 
a little money per 
product—but probably 
not enough to cover 
costs.

Profitable business.

Assuming you reached 
gross margins with V2, 
you may want to aim for 
net margins with V3. 
This is when you begin 
negotiating with 
partners for better deals, 
optimizing your 
customer support and 
sales channel, and 
buying new kinds of  
media for marketing. 
Hopefully you’ll finally 
get enough volume that 
you can start to reduce 
your prices and actually 
make real money. With 
V3 you have a chance 
to get it all right—the 
product, the company, 
and your business 
model.
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BUILD YOUR TEAM
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BREAKPOINTS

38



39



40



41



Chapter  
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READING LIST

Here are some of the books and articles that have helped me, my 
friends, and mentors, in no particular order:

Give and Take: Why Helping Others Drives Our Success, Adam Grant
In Praise of Shadows, Jun’ichirō Tanizaki
The Monk and the Riddle, Randy Komisar
Why We Sleep: Unlocking the Power of Sleep and Dreams, Matthew Walker
The Messy Middle: Finding Your Way Through the Hardest and Most Crucial Part of 

Any Bold Venture, Scott Belsky
The Perfect Thing: How the iPod Shuffles Commerce, Culture, and Coolness, Steven 

Levy
Creative Confidence: Unleashing the Creative Potential Within Us All, David Kelley 

and Tom Kelley
Trillion Dollar Coach: The Leadership Playbook of Silicon Valley’s Bill Campbell, Eric 

Schmidt, Jonathan Rosenberg, and Alan Eagle
The Hard Thing About Hard Things: Building a Business When There Are No Easy 

Answers, Ben Horowitz
Super Founders: What Data Reveals About Billion-Dollar Startups, Ali Tamaseb
Thinking, Fast and Slow, Daniel Kahneman
Noise: A Flaw in Human Judgment, Daniel Kahneman, Olivier Sibony, and 

Cass R. Sunstein
Beginners: The Joy and Transformative Power of Lifelong Learning, Tom Vanderbilt
Range: Why Generalists Triumph in a Specialized World, David Epstein
How to Decide: Simple Tools for Making Better Choices, Annie Duke
The No Asshole Rule: Building a Civilized Workplace and Surviving One That Isn’t, 

Robert I. Sutton
A Curious Mind: The Secret to a Bigger Life, Brian Grazer
The Defining Decade: Why Your Twenties Matter and How to Make the Most of Them 

Now, Meg Jay
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Work: A Deep History, from the Stone Age to the Age of Robots, James Suzman
Crisis Tales: Five Rules for Coping with Crises in Business, Politics, and Life, Lanny 

J. Davis
Crossing the Chasm: Marketing and Selling Disruptive Products to Mainstream Con-

sumers, Geoffrey Moore 
Entangled Life: How Fungi Make Our Worlds, Change Our Minds & Shape Our Fu-

tures, Merlin Sheldrake
Simple Sabotage Field Manual, U.S. Central Intelligence Agency, United States 

Office of Strategic Services, 1944 (https://www.gutenberg.org/ebooks 
/26184)

Read the Face: Face Reading for Success in Your Career, Relationships, and Health, 
Eric Standop

“Architect behind Googleplex now says it’s ‘dangerous’ to work at such a 
posh office,” Bobby Allyn, NPR, https://www.npr.org/2022/01/22/1073 
975824/architect-behind-googleplex-now-says-its-dangerous-to-work-at 
-such-a-posh-office

“Why and how do founding entrepreneurs bond with their ventures? Neural 
correlates of entrepreneurial and parental bonding,” Tom Lahti, Marja-
Liisa Halko, Necmi Karagozoglu, and Joakim Wincent. Journal of Busi-
ness Venturing 34, no. 2 (2019): 368–88.
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These are a few of  my business cards from college and my 20’s. It still makes me laugh 
that my official title at General Magic was “Silicon Sorcerer.”
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The Silicon Sorcerer himself, before he learned how to keep his desk clean. 
This was taken around 1994 at General Magic, my first real job.
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And this was taken in 2010—the very beginnings of  my first really successful company. This was 
Nest Labs, founded in a garage in Palo Alto, with me, Matt, and our first few employees.
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This is one of  our earliest prototypes of  the Nest Learning Thermostat. And a small reminder 
that even though the technology was cool, the tech was never the point.
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It was all about the people who used it. Like my kids, pictured� here 
trying out the prototype at our house.
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