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The Purpose of this book


An idea is the most casual creation of a person, and yet it is the most complex.  Not 
understanding what idea is and the power behind them is detrimental to a productive 
life.


Many people who approach startup business ideation process has rather vague idea 
about the essence of the whole startup process and the disciplines of comparing and 
forming good ideas.  This book attempts to give a beginner a bird’s eyes’ perspective 
of the ideation process.  A startup journey is the most difficult kind of learning anyone 
could undertake, but a startup founder typically cann’t find anyone who can give the 
straight, honest, discrete and capable guidance.  Many books have been written, but 
the essence of high efficiency and high quality ideation is shrouded.  


I am always amazed that no one teaches the essence about how to form a good idea, 
evaluating an idea, and steps to execute an idea.  This booklet will make any dreamer 
think harder at the beginning, but will save a lot of trouble and agony down the road.


Scientific discovery and innovation is becoming increasingly important as the industrial 
revolution, incarnated in 1750 out of England, evolves like an ever faster train running 
towards the end of a track. We live in a world of big data, AI, social networking to the 
extreme, over supply of goods, and an internet without checks and balances.  In this 
day and age, understanding the power within you and how to use it is ever more 
challenging.


A young innovator must first know how to get rid of bad ideas and execute the good 
one.  This book is broken into two parts.


Part 1, “What is an idea”, explores the true nature of an idea.  It exposes our naive 
thinking about ourselves and the world.  Bad ideas are vague and seemingly easy.  
Good ideas are crystal clear and hard.  


Part 2, “The business of startup”, discusses the essential process and procedures for 
startup.  It discusses innovation from a personal perspective, a company perspective, 
a societal perspective, a universal perspective, a product perspective, and a life-plan-
ning perspective.


Near the end, I present two useful tools for any class-bound or real-life innovators, (1) a 
template for evaluating the strength of an idea (and to identify missing elements), and 
(2) a five-step process for coming up with high power ideas.




Startup is philosophy practiced hard way 

As an engineer, entrepreneur, teacher, I have seen many up and downs, several failures 
and a couple fo successes.  I start to write poems about ideas.  These are things that 
no one will tell you.


Poems  
Nothing is Easy.  

People who don’t know everything is hard always think everything is easy.


Everything that is here on earth that you thought was easy or don’t appreciate or un-
derstand, was hard


Once you know something is hard,

the hard becomes easier.


	 One must know the rules of breaking rules.


Startup is so hard, 

the only worthy idea to try is a big idea


Good idea is not created in isolation.

Good idea is obtained by thinking many good ideas and leave but one

	 

	 You always have a good idea when you bump into a good problem


	 Good problem is found by bumping into real needs (called epiphany) through 
trials and errors, after paying your dues.


As a rule of thumb, all ideas take 10 years to realize.  Successful innovation plan for 
year eleven from day one.


A surest way to succeed, is to fail and learn.  Everyone fails.  Failure is required to 
make a smart person also humble and honest.  All people who succeed are the ones 
good at hiding their stories of failures. �



Idea is a strange thing 
An idea is not yours.  It is only yours when you act on it relentlessly.  It is your idea only 
when you dedicate your life to it.


An idea is a new life form on earth.  When it is in your head, it is like an acorn seed.  It 
must sprout, grow out of ground, become a baby tree, and eventually become a grown 
three that can stick around for a while.  When the grown tree offers shades to comfort 
people, offers seed to feed animals, offers sights of beauty and happiness, it is said the 
idea has made an impact.  


All ideas are business ideas.  You just don’t realize that.  In other words, all idea must 
have the business aspect figured out.  An idea grows in four business steps.  First, 
you (as a startup company) must know who you are, what YOU do and how to survive/
thrive.  Second, you must try to let a lot of people know what you do.  Third, a lot of 
people must be able to find you on their own.  Lastly, people know and recognize you 
so well, that when they want something they only think of you.


At the last stage, it is said that your business have a brand.  Branding is expensive.  A 
lot of people’s brain circuits have been bombarded over and over by exposures about 
your business and service that the world associate “that thing” with you.  This is when 
a company’s name becomes a verb, like “Google it” or “Did you FedEx the holiday 
present?”.


Your idea must provide unique value to a unique group of people using a unique tech-
nology that your team developed and through a unique channel your team honed.  
Without unique value, no one will pay.  Without people pay, a business dies.  When a 
business dies, an idea dies.


An idea must keep growing.  A business that stops growing is not a “grown” business, 
it is a dying business.  If you don’t raise funds, if you don’t keep growing, your busi-
ness will be taken over soon, and your idea will be realized in better ways by even 
younger dreams.


Along this vane … remember …


Anyone else’s idea is ALSO your idea.  If you carry someone else’s idea to a new 
height, like Howard Schultz (founder of Starbucks) did to the artisan coffee business, it 
is good idea, not copying.  Everyone stands on the shoulder of giants.  So don’t try to 
create all ideas on your own.  Steve Jobs put it simply, “Good artists copy, great artists 
steal”.  Or should we say, “Good inventors create, great inventors steal”.  Jobs famous-
ly “stole” ideas about windows and the mouse.  I am not suggesting you steal ideas - I 
am suggesting you keep your eyes and minds open and honest.  The hard part is 
never the idea, it is executing an idea.






Ideation start - focus on five essential elements 
Any idea has at least five unique elements.  This is the start point for ideation.  The five 
points are:

(1) customers and beneficiary

(2) value proposition to the customers

(3) how to control price and quality

(4) uniqueness of your approach

(5) uniqueness of your benefits


If this sounds abstract, you can hold an idea in your thought now and try to answer the 
following questions about it:


Who exactly is your targeted beneficiary? how old are they? where do they live?


What unique value do you provide them? what compels them to pay you?


What price can you set to provide your service? your price must be a fragment of the 
value, but it should be large enough so you can keep providing the value.


What makes you unique and only? If you succeed, who is in your comparison group? 
what unique value and market share do you capture?


How do you stay unique and only? how do you prevent incumbents, rich guys, copy-
cats from catching up on you? 


If you think carefully about them, you would have successfully bumped into or thought 
about all the relevant business questions, including pricing, branding, channels, supply 
chain, names and SEO, talent retention, customer acquisition, business model genera-
tion, and value proposition.  At a lot of startup classes or camps, people discuss a lot 
of irrelevant issues first, such as elevator pitch practicing, value proposition design, 
company dress code, which venture capitalist to talk to first, etc.  These are all sec-
ondary issues.  You must deal with the five elemental points first, by yourself.  


Like a person, name is important

Make sure you give your business a good name.  Like a person, a good name goes a 
long way, both first and last names.  What is a good name?  roughly speaking, a good 
name can not be found in Google search, otherwise you step on others foot right away.  
It is not used by others.  Don’t worry too much about local business registration.  A 
good name should be please to read, easy to remember, hard to forget, tell people 
what you do, and reflect your value.  A good example of a good name is “Apple Com-
puter”, “Microsoft”, “Intel”.  Surprised?  All successful companies have good names.  
Their founders figured it out what they stand for, crystal clear. �



Relations of Startup, innovation, entrepreneurship, 
creativity, and invention 
Believe me, these totally unrelated words have connections.  


The mission of a startup is to replace incumbents, and help people better.  You don’t 
take someone’s customers.  You simply give the customers better and more for the 
same price. 

To provide better value, you must design a different system and use a new approach.  
To come up with such approach, you must be inventive and creative. But this is not 
“open inventiveness” with no bound.  This is inventiveness after knowing your goal 
crystal clear.

Invention is not the mother of innovation or startup.  The need “to provide value” is 
the mother of invention.  In other words, once you are driven to respect your cus-
tomer by offering them quality products and experience, you starts to invent.

To replace incumbents, you must take risks.  Risks include technical, market, organi-
zational, and financial.  If something has no risk for you, then it poses risk for no one, 
then you are not needed.  

The French for entrepreneur is a person who takes risks.  An entrepreneur is not a 
rich men, not a CEO, not a big boss.  If you take risks, you are an entrepreneur.  


The act of innovation is age old.  A startup goes hand in hand with innovation.  In 
fact, no innovation would really succeed without a startup.  This is because:

(1) An innovation is about a product, and a product can only be made in a company.

(2) An innovation is risk taking.  Existing companies always avoid risks.

(3) An innovation is replacing old in the ecosystem.  Only a company can replace an 

old company.  An idea or product won’t.


Big companies would also fall if they fail to innovate for a while.  No matter how big, 
companies can disappear instantly for lack of innovation and/or bad management.


As founder, you are the risk taker in chief.  You are the first one to leave the comfort 
zone and put yourself in harm’s way.  Some people were able to not leave their own job 
and manage to successfully innovate and start up.  it is extremely rare.  Lucky things 
that happen to others should not be your plan or hope.


Invention is the beginning of innovation.  You must make 
the product, prove the utility, prove the business model.  

Then you can call an invention innovation.�



Startup is creating knowhow, not using knowledge 

Innovation is not thinking, guessing, 
hoping, or outsmarting. 

Innovation is not about knowledge. It 
is about labor and know-how. 

Lots of educated people like to explore the realm of ideas.  They often base them-
selves in an uncluttered room, away from the industry, away from the market, away 
from the business domain.  They mistakenly think that knowledge drives ideas.  They 
mistakenly think that invention comes out of cleverness.  They think that trade secret is 
a thought unrevealed. They think that once they think out something, it makes other 
people just follow and help you realize your idea but leave the credit to you.  


Many students and scholars believe they can guess the needs of people and the needs 
of business.  This is not true and rather counterproductive.  First, it is easy to guess the 
need of one party, but other parties are involved as well.  Second, to provide some-
thing needed may not be met with acceptance.  Even when merchants bring ice from 
winter Boston to summer Africa, people there don’t know what’s the use of it.  Third, 
even if you truly provide the product that satisfies a need, the person with need may 
ignore you (in a deluge of digital information and distraction we have today).


Innovation is not about knowledge, not about a concept.  It is about the details you in-
still into your products AS YOU MAKE THEM.  The pursuit of creating a product 
opens doors to creating know-how and trade secrets.  The real trade secrets don’t 
need to be patented, but hidden deep in your organization, it is the stuff your competi-
tor KNOW that is impossible for them to reproduce even if you show them.  THAT 
STUFF, is what you call dark technology, trade secret, intellectual property, or barrier of 
entry.  


Innovation happens after a company starts to make products and try to survive.  It is 
automatic, especially for a startup.  


An idea without a product is called empty thinking. An innovation without starting 
up first is called winging it.  It is impossible.  �



An idea must be expressed through a product 

Novice thinkers always focus their thoughts about an object and function of this object.  
However, the discussion about an idea should always be about a product.  A prod-
uct is the result of production, of team work, of corporate responsibilities.  Experienced 
innovators start by picturing a product, not an object.  They describe the ATTRIBUTES 
of the functions, not the functions themselves.  For ample, beginners say “an electric 
car that can run fast”.  Veterans say “A 35,000 dollar electric car that goes from 0 to 80 
mph in five seconds and can run for 500 miles for at least three years from purchase in 
both Florida and Boston”.  Real innovators know the numbers they must meet.  Their 
target is never the idea; the target is the number. 

A product is the only media between you and the rest of the world. If people don’t have 
an artifact, a product, a demo in their hand, they cannot evaluate if they want it or not, 
how much they want to pay based on their perceived value.  In this case, the discus-
sion fizzles into pleasantries.


A product is a result of organized labor, of research, manufacturing, design, coding/
programming, etc.  Yes, in the adult world it takes insane amount of time and money to 
make a product just for show and tell.  The cost of creating a product is roughly 10 
million dollars, in any currency.  It takes more efforts to make a quality product.  To 
have quality products, you must have quality people around you and feed their families.  
There is no alternatives to that.  Secondary people will not produce top quality prod-
ucts, no matter how much you pay them.


An idea about a mere object is called a widget or gadget.


A unique product with unique, big benefits that can not be 
replaced = impact


When Steve Jobs and Steve Wozniak were starting Apple, Jobs and Wozniak had very 
clear job differentiation.  Jobs does the marketing, and Wozniak does the technology.  
Even when Jobs is very good with circuit building himself, he let Wozniak be the tech-
nical master.  Jobs told Wozniak, “if we fail, we will at least end up with a company”.  
That is what he meant - at least both of them don’t have other jobs to tend to.  Jobs 
knows, in his twenties and in 1975, that a startup corporate structure is a valuable ve-
hicle for creative people.




Think out of box, but inside the supply chain 

Supply Chains are Big and Invisible. 
A simplified supply chain is shown below.  The world is made up of six billion end con-
sumers (i.e., you and me).  We are the ultimate end of the supply chain.  We buy food 
items, buy clothing, by home appliances, etc.  People who market to us directly are 
first tire suppliers.  In the US, examples of 1st tire suppliers are stores such as Whole-
foods, Starbucks, McDonalds, BestBuy, Targets, etc.  There are people who supply 
products to the 1st tire suppliers.  These include frozen beef makers, TV makers, cell 
phone makers, refrigerator makers, etc.  Every supplier needs to use tools, and every-
one require auxiliary services.  This forms a basic five element supply chain.


Supply chains form an intrinsic network.  Each tool maker needs suppliers, and ITS 
suppliers needs tool makers, and so on.  The supply chain can be further expanded to 
show its full richness, just for ONE single product.  In fact, for each supplier there are a 
number of competitors.  




There are many many places to start 
Every company in the world makes money from the end consumers.  (The end con-
sumers, ironically, are paid by working for these companies.  This is a wonderful macro 
economic cycle).  The end consumer pays the first tire supplier, the first tire supplier 
pays the second tier supplier (its upstream), and the second tire supplier pays its law 
firms, the law firm then pays the lawyers working in the law firm.  The lawyers then 
pumps money back into the economy.  


Let’s use the example of refrigerator buying.  Every family needs refrigerators.  A fridge 
maker needs tool makers, and service providers.  The tool makers (say a hammer 
manufacturer) needs service providers (say accounting).  The accounting company 
needs tools (say computers), and THAT tool maker (say Microsoft) needs service 
providers.  This easily connects the entire world’s business units together.  


Once you understand the invisible supply chain network and the interdependency 
of everyone, innovation is easy to imagine. There are at least three positions in the 
supply chain

- First, right against a consumer.

- Second, right at where the big industry that is in close contact with a consumer.

- Third, functioning to supply industry units that are further away from the consumer.


Innovation and startup does not have to be a product to the end consumer.  It can be a 
tool for the supplier, or a service provider to the supplier.  It can be a service company 
that supply a tool maker of a part that goes into the fridge.  Every one of the places 
have a chance to be disrupted by technology and innovation.  


See, chances for disruption happens all the time.  You just need to know where to look.


Innovation is not kids’ play.  You never invent something 
new and gets welcomed by the supply chain.  You must 

displace existing ones.  Without significant disruption, the 
cost of expelling incumbents will not be justified.  


You can start all kinds of businesses.  You can be a toC business (customer), a toB 
business.  (Some companies are toG, government; but I rarely see good cases after 
initial investment).  You can made a product, you can sell a product, you can sell a ser-
vice, you can make tools, you can sell tools.  There are endless choices.  �



Why you should not be a problem solver 

An improvement in isolation is not 
your business. 

There are many many ways by which the world can be improved.  However, many im-
provements must happen with many parties’s interest in mind.  Many such minor ideas 
are not implementable.  They are like a nice cartoon character that exist in movies but 
not in real worlds.  It may sounds fun to invent an acid that can dissolve all things.  But 
then, the acid will have nothing to hold.  Don’t invent that acid.


The following line of thinking generally do not create meaningful big ideas:


1. Reduce the price of something.

2. Help people.

3. Trying something new

4. Be a second follower

5. Thinking others did not think about something

6. My interests and passion


The world only cares about ends, not 
means. The world does not care 

about technology, or the 
improvement of it. 

The nightmare of a problem solver is to solve a fake problem.  The world has almost 
unlimited problems to solve.  It is full of problems.  Many are not solvable.  Many come 
in positive-negative pairs. If you like solving a problem, solve many problems that are 
related.  You use the system you create (system) to deal with another system of 
problems, systematically. 

A bad startup idea starts with a guess, with a niche problem, with fuzzy definition of 
beneficiaries.  A novice entrepreneur tries to guess and think, and try to get others to 
approve.  The best case for such endeavors would be a company with no growth po-
tential and eventually becomes a sitting duck.�



Focus - There is a universe in a grain of sand 

To effect meaningful perpetual 
change to the world in a person’s 

lifetime is a big deal. 
Startup takes more than a life time.  Here is you, standing in front of the universe/na-
ture and the world - infinite time, infinite size, infinite people.  Your idea to effect 
changes in the world has a long way to go.  A powerful idea must be embedded in a 
single product.  Product and demonstration of effectiveness brings investment.  In-
vestment brings distribution and further building up of barriers.  A product must not 
only be useful, but effective.  In today’s world of over supply and over information, just 
being effective is not enough.  Your product must be unique, visibly effective.  The ac-
ceptance is result of superiority over competition both in quality and service.


A product has 10,000 details 

it takes 10 years to create


it takes two lifetimes to create a company that create a 
product, because you 


need the first life to know all the pitfalls.


An successful survivable product must have at least FOUR elements: 

• A first, one of a kind technical approach.  

• Building a barrier of entry.  

• A reason for people to love you, because you respect them and they are your pas-

sion.

• A unique relationship within the business world and distribution channel so they don’t 

conspire against you.


An effective thinker plans a path from idea to effect.  They know it is a twisted path, 
and they run very fast without complaining about the twists.  




Don’t invent an idea, use one 

Technology and societal evolutions is 
source of big ideas.   

Startup and innovators need to be mindful of the three elements in the startup process.  
They are the Heaven, the Earth, and the People.  The Heaven represents nature, 
which governs the flow of technology and society.  The Earth represents the business 
web of networks.  The People is the innovator or inventor.  


Your idea is nothing against heavenly creations.  Many big innovations happen by 
technical migration.  For example, world war II brings a lot of needs, and many such 
discoveries about nuclear energy, computing, rocket propulsion were made in the war 
time.  After WWII ended, the technologies continue to evolve, namely they give birth to 
off springs.  Satellite stations gives birth to communications and internet.  A small burst 
of research at Bell Labs gives birth to microchips and micro computers.  Military radio 
plus chips plus the internet gives mobile internet and social network.  


Big ideas were never invented.  They were intended.


On a dark night in the evening if one looks into the nightly sky, he/she will see many 
shinning objects.  They are all bright and attractive according to untrained eyes.  How-
ever, some of the objects are mere planets or satellites, some are stars, and some are 
galaxies themselves.  Like the sky watching experience, all ideas seem the same to un-
trained eyes, but in fact they are not the same.  Some bourn out of human brain con-
ception, some bourn from societal inspiration, and some are big migrations that were 
natural outcome of the universe’s expansion.


To think big, think about what is intended, think about what fits into a society rather 
than what you want.


Some ideas are what the universe intended. Some ideas 
are what the society intended.  Some ideas are what YOU 

intended.�



Innovative is natural, not forced 
For an idea to be sustainable, like a live species, it must have four important considera-
tions made from you:


(1) It is part of a natural cycle of change and replacement;

(2) It must create a survivable company.

(3) It must be a product.

(4) An idea will transform you and your life, and becomes part of our world.


An idea must start by anchoring in this philosophy.  Innovation is NOT a new thing you 
want, it is a new thing Nature want, it is a new thing the World want.  If you become 
better connected to nature and the world, you become a better innovator.


Innovation is REPLACING OLD with a 
new life. Innovation is nature’s 

renewal.  For an innovation to be 
used, it must benefits the ecosystem. 

An idea should not be about an object.  The idea should be about the business itself.  
An idea should be about what you do to execute and provide further life-support to this 
idea:

(1) How do you give birth to it

(2) How do you make it live on its own

(3) How do you make sure it has room to grow

(4) How do you make sure it can be ultimately very big.


An idea that can’t be born, can’t live on its own, can’t grow to become big, is like a 
human with defects.  It won’t survive, hence won’t make any impact.


Invention is not about what’s beyond the horizon.  It is 
about broadening a horizon.  All successful startups don’t 

over reach.




A good idea is an accepted idea 
Naturally, an inventive person with good intent wants to offer something great to the 
world.  However, the offering must be presented in the form of a product, and the offer-
ing must be accepted.  A master innovator create things that are ACCEPTED.


The following bounds apply what experienced innovators know:


(1) No one welcomes something new.  You must make the product and get orders on 
your own.


(2) The choice of a product can be made only once.  The crowd, approach and even 
looks are made for that crowd.  You throw a dice with partial information only once 
and tumble with it until you make it.


(3) It must replace an existing thing.  Either the best or the cheapest among competi-
tions need to be considered.  A close second or a “me too” would die.


(4) To succeed, you must have a unique approach and a special effect.  Both elements 
must be present. If someone can copy your approach or the effect is not special, 
the innovation effort will fail.


(5) No one will know until you sell loudly, and no one will accept new things.  Letting 
people know and remember you takes money.  Noise is deafening.


(6) People can always copy you, no matter what it is.  Business competition is brutal.  
An established revenue stream will be heavily competed.  Many people cheat.


(7) The price you can charge is not determined by the cost, or you.  It is determined by 
your competitors and your customers.  Price is only a function of quality.  Quality is 
a function of design, workmanship, and technology crafting.  Quality is affected by 
people you have.  And the people you have determines the cost of start up.  Many 
products have no quality and have no profit.


(8) The cost of marketing and distributing a product accounts for over 50-90% of the 
sales price.  If there is not enough margin, the channel would simply ignore you.


(9) While you build product, you can always build in barriers and moats.  But knowl-
edge is not the barrier.


(10)You must stay only 1/2 step ahead of competitor.  Nothing truly new will be accept-
ed in the market.  Being half a step behind would be fatal.


(11)Only something ten times better compared to existing solution is worth the trouble 
of replacing.  Every product and company takes 10 years of efforts.  Three years to 
build it.  Seven to market it, to get orders, and to prove it has effects.  Most money 
is spent on sales end.  If it does not take 10 years, then this has no barrier, and 
hence will be rejected from the beginning.


What the end consumer accepts can never be predicted 
or guessed.�



You cann’t be FOR ideas and AGAINST business 
Ideas and business goes together.  ALL ideas and innovations is about business.  
Too many people simply say “I hate money, therefore I won’t touch business” to ex-
press their independence or purity.  But this does not make them better innovators. 


Business is not about money.  
Business is about providing value for 

revenue. 
A business is a fair and noble exchange.  One one hand, startup treat customers well 
by providing great value in comparison to the price they charge.  On the other hand, 
startups command ability to charge and profit, so it can feed its own team and innova-
tion engine.  A company like Apple can charge premium price for their products, pro-
vide even higher value, and allow its employees to enjoy good living.  That is the kind 
of success a startup should desire.  The key is innovative culture and quality.  Both de-
pend on quality of people and quality of leaders.


An innovation can not be about casual work or charity work.  You must design a path 
for returns.  A base income is needed for sustain your team.  A base business transac-
tion flow is needed to keep everyone sharp. A profit is needed for sustain risky engi-
neering and innovation.


Most likely the innovator or enterprise builder don’t even become rich.  If they do, that 
is because they created value for many people.  A business enterprise builder is not a 
boss.  He/she is a lead risk taker and vision leader.  They lead with conviction, clarity, 
story, skills and money.  They show others what they chose is correct.  This is called 
leadership.


Startup demand a lot from the founder.  It is the best way to train a person.  An idea 
must be both about the world and business, both about benefiting customers and 
company, both about focusing and room to grow, both raising money and making 
money.  A idealist person is not a dreamer.  He/she must dream with reality in mind. 
Founder are confident and yet humber, young and yet with scars.


Business is not about charging people and get money or 
rich.  Business is provide big value and charge a little bit.  

Value is defined as “More than price”.  �



Designing how a startup would end up FIRST  

The innovation process is the “idea realization” or “idea elevation” process.  It takes a 
long time to build up technology, team, barriers, products, funding and ammunitions, 
marketing channels, name recognition (brand), and trust.  It is critical to know how your 
startup would end up, otherwise you have a questionable partner.  However, only peo-
ple who know how to design the end-up part are the ones who have done this once.


There are a few options for an end, although some of such options are not compatible 
with funding:


(1) Build a patent and sell the patent;

(2) Build a business and sell it to a big player;

(3) Build a company and list it in stock market (IPO);

(4) Build a business and run it for long time.


There are pros and cons for every option.  Option (1) requires you are very luck, very 
good, and very informed.  Option (2) is the best and most practical options.  You don’t 
have the responsibilities of running the business forever, and you can “cash out” quick-
ly, say within 2-5 years.  Option (3) should take the longest time, but is the most “glori-
ous”.  However, many technology startups are misinformed about its chance of IPO.  
Further, public companies must keep growing, keep honest, and keep innovating.  Op-
tion (4) sounds interesting, since you will have a source of revenue and have something 
to do all the time.  But if you don’t have investors, your barrier of entry won’t be high 
and you can not grow.


Only the best innovation becomes 
IPO, as the last stage of fund raising 
from the broadest base - the general 

public. 
Most business ventures become a profit-less, research hole that has no chance of be-
ing filled.  It is the fate of many “successful” start ups.  Some require the operator to 
take on so much loan to operate it becomes a drag.




Top inventors invent the ecosystem from top down 
An idea is a new life, living in a system of peers.  An idea is a seed.  It must leave the 
home tree, it must travel through the forest, it must find the right place to land.  It must 
be lucky enough to sprout.  It must be lucky enough to grow.  It must not disrupt the 
forest it landed - for example, it can not be in the path of a team of bears.  It must grow 
up, so it keeps on getting the sun, gives shades, provide nutrients to nearby communi-
ty of animals.




You must not just invent a thought.  You must not just invent an object.  You must in-
vent the business that can sustain the generation of the product.  You must invent the 
culture that can sustain the company.  You must INVENT YOUR PLACE in the ecosys-
tem so everyone help you to survive.


A novice create an object.  A more experienced innovator makes a product.  Still fur-
ther, one makes a company that can continuously make more products.  The most ex-
perienced innovator think about where the company would land in the forest of all oth-
er companies, and make sure it survives by benefiting its surroundings.  When it sur-
vives well, it contributes well.


A top inventor invents the ecosystem 
replacement strategy so it provides 
maximum value to surroundings and 

accepts large revenue in return. 

Thought Product Company Business

model



Business model (BM) first, business plan (BP) second 

A Business Model = A Value 
Proposition to world and how the 

world pays you back. 

A business plan = the business model 
+ plan to establish the model. 

The soul of a company is its unique business model - that is, how it derives income, 
keeps innovation flame on, and keep employees happy.  No company can copy others’ 
business model - copying a model is like trying to act another person at high school - it 
is weird.


A business plan is about people, properties, and resources.  It is about launching, 
about researching and developing products, about operating and growing the business 
to its full potential, about financial projections and scaling.  If a product does not exist 
today, it is important to make a case for it.  If a product already has competition, it is 
also importune to make a case for it.


A business model is how to fit into the ecosystem by 
benefiting everyone, so they welcome you into their 

world.


A start up is not to make money.  People allow you to IPO 
because you UNIQUELY allow everyone else to make 

money.




Investment is NOT income; BP is about steady income 
You cann’t startup without getting investment.  Investment won’t automatically come 
just because your idea sounds hopeful.  The top three reasons why people don’t get 
investment funding: (1) they mistaken investment as their business; (2) they don’t have 
a real unique business plan because they don’t have the unique insight; (3) they don’t 
have proof.


Many founders mistaken the BP presentation as the business plan.  That is a very 
common mistake.  If you get investment, it is not because you did a good presentation.  
Most investors look at 1000 presentations and fund only one.  Yes, a good idea is that 
rare.  The startup BP is about the income AFTER investment phase is done. 

Naturally, most people have very hard time getting investments.  Some of my friends 
asked more than 200 firms before some people finally agreed to provide funding.  It is 
the founder’s mistake - they are asking for investment too early.  A lot of founders are 
desperate to get funding, but they don’t actually have a business running and they 
don’t have plans for the business to grow.  Many people present a plan to RETURN 
THE FUNDING, but not about the business.


A lot of founders think that getting investment is the business itself.  They plan only for 
two years or three years of the company’s operation, and make up sales projections 
and make up revenue projections to justify getting small amount of funding.  They think 
that if they don’t ask for a lot, maybe the investor would not mind giving to them. 


Investors may hold no technical degrees as the founders, but they have seen a lot of 
people walking into their rooms and presenting powerpoint slides.  If the founder has 
no business model, it means the founder does not know the sector well.  It is very ob-
vious to people who does not know details of your area.  They want to hear an idea 
that has a good business model behind it.  They can pour however much money into it 
- that is never the problem.  They won’t invest if they don’t like the business. 


No one can fool others with a Power Point business plan slide.  People always demand 
the demonstration and the show of effects.  No one believes what you say.  They only 
want to hear third party testimonials.  They only believe in solid orders from big cus-
tomers.  And they will call to verify, and they will call competitors to verify.


An investor does not fund hope.  It has right to question 
everything. If it smells something fishy, the investor walks 

away immediately.  




Steps of a Start Up 
There are two ways of startup.  The way it should, and the way that everyone else 
takes.     


The way it should is diagrammed below.  One should get an order, and then quit his/her 
job, starts the company, conduct product research, make the products, and along the 
way develop knowhow.  The company can then be purchased.  However, this kind of 
deal is very rare.  If someone knows a path like this, who wouldn’t take it himself?




The way everyone else takes is diagrammed below.  You go through a long process of 
startup company, making product, learning to market, and then find out if the market 
likes you or not.  (In most cases the market won’t).  This is the process for most peo-
ple’s startup, especially for beginners.  Unfortunately, there is no way around.  First 
time startup almost always have to pay their dues, called “paying tuition” or “having a 
scar”.




Stages of Start Up Life 


A startup can be described as a rocket launching.  A rocket (analogous to an idea) 
would need fuel to reach the desired orbit height.  The rocket must then 
continuously rotate around the earth without slowing down by fric-
tion with air.


The first stage is to build the rocket.  This is initially the job of one or two 
individuals.  


In stage 2, (b), the rocket must be erected.  This is 
like setting up a com- pany.  Some one needs to help you 

put it erect.  


Then you need to convince someone the purpose of the trip, and the potential gain to 
that person.  This person will then put up the cost of rocket fuels.  


Together, you hope the rocket and the fuel can reach the desired orbit.  Higher orbits 
are desired as the air would be thinner and the rocket can last longer and there are 
fewer similar rockets.  But it takes more fuel and larger rockets.


The rocket must reach the desired orbit and stay there without further fuel.  This is like 
a company that makes money and spend it within its budget.


Well, there are many many ways for this scenario to fail.

(1) you may not put a rocket together because your knowledge is not enough;

(2) you could never put up the rocket erect, because you cann’t convince others to 

help you.

(3) You don’t know how to tell the story of the trip so someone would buy the fuel;

(4) the rocket could not reach the orbit, it fell.

(5) the rocket is attacked by lasers and other rockets, and it fell shortly after.


Investment (angel or VC or shark) comes in step (e).  No 
one funds your dream.�



Other Analogies of Startup 
The tree analogy


A startup is like trees in the forest.  If you have been to the forest, you are familiar with 
the scene of how seeds fall to the ground, grown, and eventually becomes a big tree.  
The odds are very small.  Under big trees, sun light is rare.  Once sprouted, a baby tree 
can die suddenly when a grazing deer decide to take a bite.   The idea you have in your 
head is like the seed, still on the tree limb itself.  It is a long way from growing into an-
other tree.  Don’t worry too much about keeping the idea secret.  


The human baby analogy


Another example analogy of startup is a baby growing up.  Imagine how a baby is 
born, grow, getting education, getting a job, forming a family and support him/her self, 
you have gone through all the stages a startup must endure.  It is full of risks all 
around, all the time.


When your tree does not die, when the kids goes to live his/her own life, the startup 
has succeed.  In other words, the idea “sticks”.  You don’t want to imagine a fancy idea 
and be happy about it for two weeks and then forget about it.  You want to find an idea 
that can stick around.


If something is easy, it is wrong.


To bring benefits to the world, you must real mean it.  It is insanely hard to benefit the 
world, even just for just a few people around you.  If something is easy, like something 
you can do by yourself in a couple of months, it must be wrong.  Because if it is worthy 
and this easy, someone else must have done it.




Hard of hard: learn to fly, AFTER you take the flight 
Mistakes you make ON THE FLY is 

the ONLY teacher. 
Real learning can only be achieved by mistakes.  Even though this book is nicely in-
tended to help you keep a cool head, you still must make the mistakes.  There is no 
preparation and study that can help you avoid mistakes.  


(1) Innovate is ultimate learning.  There is no textbook, no comrades, no kind teachers.

(2) A product has 10000 details. Everyone is a hurdle to climb by trial and error, and 

everyone becomes a barrier for the followers.  And every mistake you make is be-
cause of ultimate respect for your customers.


��� Innovation involves rolling in the mud, the society of ruthless business is the neces-
sary path for an idealistic.�

WHAT AN IDEALISTIC AND REALISTIC PERSON VIEW 
THE WORLD, LIFE AND STARTUP PROCESS.



Startup is accelerated learning for life 
A life has no map.  Knowing where 

you are is much harder than you 
think. 

A person’s finite life span is measured against all knowledge ever created, all industries 
that exist, and billions of living people on earth.  It is a daunting task for someone to 
understand where you are.  You are NOT where you think you are.  Even if there are 
books pointing you, you won’t read them before you understand it.  For a young stu-
dent today, you should move from learning at school to learning at work.  Then you 
learn much more by developing products.  After you focus your attention on one prod-
uct space, you learn more and more everyday.  


In the world connected by vast reach of internet, most 
useful information is buried after page 2.


You will not only learn knowledge of nearly all subjects, you will learn the barriers, and 
more importantly, the many pitfalls.  Pitfalls are “dark knowledge”, you don’t know it is 
there unless you fall for it.�



Your life plan and Pre-idea Life 

Innovation is to live two lives in one, 
to invest a lifetime of knowledge in 

one bonfire.   

Start to prepare, before you want to innovate.


The only one who has a good idea is someone who has 
seen failure and quickly learned.


General advices to young people who are fearless and imaginative


(1) Make and build things.  Make whatever you can finish on your own.  Young people 
can generally build software easier than hardware.


(2) Sell things. Develop understanding of society.

(3) Read a lot.  Ask for people’s opinions.  

(4) Choose carefully.  Wait for opportunity and strike quickly, no matter how young you 

are.

(5) It is not about learning from books or teachers.  It is about learning through failures 

and unsimulatable scenarios.  It is not about preparing.  It is about ultimate confi-
dence and yet total humility - love, care, and pursuit of truth.


Startup is ultimate pursuit of 
knowledge, science, society, self, 

value, belief, art, and timing. 
Startup is religion.  �



Evaluation table of an idea 
The following table contains questions and blanks for you to fill in.  If you cann’t fill in a 
blank, it means you have not thought about that aspect of your idea yet.  If you have 
trouble filling any of these out, it means your idea has critical flaw and you need to re-
fine.  It may be something you want to improve, or maybe something you want to 
abandon.  THAT is up to you.  If you want further discussions, contact the author.


The idea 
Intended customer sketch _____________

What is the product they interact with? ______________

What is the exclusive special benefits that no one can duplicate ___________


Effect and approach 
What unique effect do you achieve _________

What unique approach do you take (first of its kind)  ________

Does the technology already work all the time? ___________


The income stream 
Imagine your company headquarter, how often does the cash register ring? ____


Let’s evaluate your intended customer base (ceiling).

The population  one per person  (  )  one per home (  ), less populated (  ) 

The frequency   multiple times a day (  ), once a day (   ), once in a while (  )

The duration      throughout a customer life time (   ), a portion of life (  )

what is the cost of startup phase? $ ___/year

what is the cost of running?  $______/year

(rule of thumb order of magnitude spending is $10Million for a product development 
and $5 for each initial-phase end-customer captured)


The Value 
Who pays you? and what is the benefit to the party that pays?  ___

What price do you charge for your product?  _________

What value do you provide for your business partner?   ____________

What value do you provide for your end consumers?    ___________


The startup core team  
Who is your partner? ________ (a partner would quit his/her job to do this full time and 
is open to receiving no pay)  


Is your partner the number one expert in his area? _______


What is your initial special ultra specialization focus?  _______

How much does it take to finish research and have a quality product?  ____

If you are successful, can you continue to grow into a bigger business?  ____ 




EXAMPLES


Let’s evaluate three well known examples of startups, including the founding and 
growth (1) Coca-Cola (2) McDonalds and (3) Apple computer.


When Coca-cola was first founded, it focused on one product - a soda water infused 
with medicinal elements and caffeine.  It was sold in Pharmacies in the south to people 
who want refreshment.  It was a success.  It protected its turf through trade secrets 
and exclusive deals of sales, and over the next 100+ years it keeps innovation.  It in-
vented soda can molding, sugar production, and global supply chain.  It makes a basic 
sugary soda water impossible to copy. Overall, it makes people happy, makes distribu-
tors rich, and helps support many colleges and athletics programs.


When the McDonalds’ brothers opened their first fast food hamburger restaurants in 
Southern California, they have already operated businesses and experienced highs and 
lows.  They invented the Speedie system where a group of young staff can make tasty 
burgers and serve in 1 minutes.  (You can watch the 2016 movie The Founder starring 
Michael Keaton as Ray Croc).  That system was made world wide through a franchise 
business operation of Chicagoan Ray Croc, who was a salesman and familiar with 
restaurant business.  Croc makes the McDonalds’ company rich and the business un-
copiable by using land licensing deals.  It created a brand and desirability, where Mc-
Donalds serves happy families world wide and makes franchise owners rich.


Steve Jobs was a genius tech founder.  But he got his early training in technology and 
business, despite the fact his schooling was nonorthodox. He founded Apple with 
Steve Wozniak, a world class computer designer and core operating systems (OS) 
writer.  They focused on making beautiful computers for the artistically minded audi-
ence, and was able to survive and carve a niche in the heavy presence of IBM and Mi-
crosoft.  Their early bold and daring focus on the product was a key to their success.


Exercise


(1) Go to a super market and find one product in the isle.  Analyze that product ac-
cording to the table above.


(2) Ask someone to drive you down a local street for one mile, write down the names 
of business,  Find two business and analyze them according to that table.  


Let’s look at the flaws of a few start up ideas.


(1) An idea to get rid of fake news presence on the web

(2) An ocean beach cleaning operation

(3) A professor at a technology university wants to commercialize his research of fric-

tion reduction using nano-tube microstructure surfaces.



