
1

DECODING THE 
VENTURE MINDSET

ILYA STREBULAEV
Stanford Graduate School of Business



2

Want to be the first to read the book? Scan the code!
25+ copies? E-mail me  ilyas1@stanford.edu

First ten: 500+ copies: A session to your organization

SCAN ME



CVC Parent Norms

Does your parent understand venture norms?

No, they don’t understand follow-on 
investments, not having a ROFR, why“you wouldn’t put handcuffs on a startup if

we’re helping them... to be honest, they don’t
really care."

- CA CVC

I think they understand better now 
than they did four years ago when

we were trying to explain what venture“evin  sting is. Now, whether they understand
it well enough to weigh in on investment
decisions or things like that, I have my 
doubts. But they seem to understand venture 
investing and even the why behind doing it a 
little better now than four years ago."

- Southern CVC

Maybe they understand, but quite 
honestly, if something came to us

completely fresh with a 6-week deadline,“eunl ss it was so obvious I could get all hands
on deck support, I wouldn’t ruin our
reputation by pretending we could do it. I’d 
say this is for someone else."

- Industrials CVC

Yes. I don’t know that this is the case in 
another industry, but our senior“execs are regularly exposed – 50% of the

pipeline is through M&A if not more than
that. So they have a very active evaluation
activity which fills that pipeline. And then 
venture funds make it their business to wear 
their sale-side hats any time they meet with 
a potential buyer, so there’s a whole rhythm 
to this that is well-established."

- Healthcare CVC

60%
of CVC leaders

feel that their parent 
executives do NOT fully 
understand the norms of 

the venture space

Data covers 164 Corporate venture capital (CVC) units, including 78% of all active CVCs of S&P500 companies and 37% of active CVCs of large global parents.
SOURCE: Ilya Strebulaev, Venture Capital Initiative, Stanford Graduate School of Business (09/2023)





Corporate Venture Capital
2-Stage Deal Approval Process

*Other includes consensus/majority, unanimous/supermajority as a function of the investment size
**Other includes supermajority, only one person votes, consensus/unanimous/majority as a function of the investment size, lack of clear rules.

Data covers 164 Corporate venture capital (CVC) units, including 78% of all active CVCs of S&P500 companies and 37% of active CVCs of large global parents.
SOURCE: Ilya Strebulaev, Venture Capital Initiative, Stanford Graduate School of Business (07/2023)

Stage 1: Internal CVC Team Stage 2: Investment Committee (IC)

All CVCs

88%
of CVCs have an 

investment committee 
comprised of parent 
company executives.

79%
of CVCs consider it a real 
authority, rather than a 

rubber-stamp vote.

The internal investing teams must agree on what to bring forth 
to their investment committee.
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THREE FACTORS
BEHIND  DISRUPTION



Moore’s Law
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Moore’s Law is dead?
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Metcalfe’s Law
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Metcalfe’s Law: 
more drivers, more value, lower costs
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Metcalfe’s Law: advantages of the incumbent
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How to win against the network effect?
Build your own network!



Power Law
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Power Law: the best and the rest… 
or the winner takes it all
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WHY ARE INCUMBENTS
LAGGING BEHIND?



What do these companies have in common ?
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•    

Of all the companies in Fortune 500
 in 1955 

Approx. 15%

survived in Fortune 500 in 2022
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No one is going to 
beat us at selling 
books - it just ain't 
gonna happen

Wired, 1999

Steve Riggio, Former CEO and 
Vice Chairman, Barnes & Noble

In 1999 Amazon was an “Amazon.Bomb”…



…from underdog to bulldog
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Yet here we go again…

21Steve Balmer, Former CEO of Microsoft



The same story?…

22Fred Smith, CEO of FedEx

We do NOT see 
technological changes on 
the horizon for the last-
mile delivery at present
October 2017



SOLUTIONS
THREE LEVERS TO PULL
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Acquiring 
Innovation 

(M&A)

Corporate 
Venture 
Capital

2

3

Improving 
Internal 

Innovation

1
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Venture Capital: a disproportionally high impact 
thanks to a unique skill to spot innovation
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This book is a result of a decade-long research

Venture 
Investors Startups

Corporate 
Venture 

Initiatives

In-depth exploration of how 
the best (and the rest of) VCs 
make decisioons

The most complete dataset 
and metadata across 
unicorns and unicorns-to-be

Analysis of corporate VCs and 
corporate innovation



1 Business model

Home Runs Matter,
Strikeouts Don’t
DO: Make many small bets

AVOID: “Failure is not 
an option” mentality

2 Deal sourcing

Get Outside the 
Four Walls
DO: Build a diverse network

3 Initial screening

Prepare 
Your Mind
DO: Invest upfront to learn

AVOID: Analysis 
paralysis

4 Due diligence

Say No 
100 Times
DO: Create a large pipeline

AVOID: Fear of 
missing out

5 Selection criteria

Bet on 
the Jockey
DO: Put people above process

AVOID: Process 
above people

6 Decision making

Agree to 
Disagree
DO: Promote disagreements

AVOID: Groupthink and 
consensus seeking

7 Follow-on rounds

Double Down 
or Quit
DO: Allow flexibility

AVOID: Escalation of 
commitment

8 Incentives

Make the Pie 
Bigger
DO: Reward value creation

AVOID: Limited 
upside for leaders

9 Exit

Great Things 
Take Time
DO: Think long term

AVOID: Short-
termism

AVOID: “Not invented 
here” syndrome

9 key principles of the Venture Mindset



The Venture Mindset: May 21, 2024
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20 venture bets Outcome of 20 investments

Principle #1: Home Runs Matter, Strikeouts Don’t

“If you invest in 
something that 
doesn’t work, 
you lose 1x your 
money. If you 
miss Google, 
you lose 10,000x 
your money” 

Bill Gurley



Smart Risk Taking

If at least 30% of our portfolio companies 
don’t fail, it means we don’t take enough risk.

“Errors of omission are much bigger than 
errors of commission”

Alex Rampell



Playbook: Record your “Anti-Portfolio”



New
Disrupt

Adjacent
Change

Core
Run

Playbook: Build the pyramid of bets

Thousands 
of A/B tests



Failure

Exit: IPO or 
acquisition

Series XSeries BSeries ASeed $ $$ $$$

$ VC decision at each stage to double-down or quit

8

8
10

10
6

6

A

A
?

Call? Raise? Fold?

Principle #7: Double Down or Quit



Playbook: Start Small, Scale Fast
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Principle #4: “Say No One Hundred Times”

101

28

considered

met management

“fast decisions”

opportunities sourced

10

5

2

1

reviewed with partners

term sheet

detailed due diligence
“slow decisions”

1 to 10

1 to 10



Act Fast, Act Slow: 100 to 10 to 1

100 to 10: Red Flag Approach

Why Don’t I Want to Invest?

10 to 1: Slow and Careful DD

Why Are We Anxious to invest?
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Evaluate more opportunities…

July 2007
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…to immediately identify winners…

“Within the first 30 minutes, I realized that, of all the companies that 
I’d seen, this was the one that I actually felt was the one to invest in.

So we started asking specific questions about how they were thinking 
about the product and realized that they had some real deep insights 
and conviction.”

Sameer Gandhi
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…and predict possible “lemons”

“If they wanted to invade Europe it was the right group of 
people, but I didn't see any expertise at the company in 
building a sophisticated healthcare business.”

Partner, VC Firm



• How do VCs make initial investment decisions?

Unanimity and Consensus?

0% 10% 20% 30% 40% 50% 60%

Other

Independent decisions

Majority

Consensus

Unanimous minus 1

Unanimous

Source: Gompers, Gornall, Kaplan, Strebulaev (2020)
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Principle #6: “Agree to Disagree”

• No clients, no sales
• Competing products from established companies
• Referral from a kite-surfing fanatic

Q: Would you invest in SaaSbee?
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Playbook: autonomy and anti-veto
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Playbook: Keep it small

The average VC firm: 

5 partners
The perfect team size 
(Hackman, Neil Vidmar): 

4.6 people

Two-pizza team rule: 

~6-8 people
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Playbook: a devil’s advocate and a “red team”

“It’s the responsibility of everybody else in 

the room to stress test the thinking. 

If necessary we’ll create a red team. We’ll 

formally create the countervailing force 

and designate some set of people to 

counter argue the other side.”

Marc Andreessen, a16z



Principle #2: Get Outside the Four Walls
Where do you find a VC more often?



Playbook: Go, Observe, and Talk to Customers!



Playbook: Know Who Is Your Customer

THIS is your 
customer

100

35

20

10

4

1
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Principle #5: “Bet on the Jockey”

“Jockey”
• Founders 
• Startup employees

“Horse”
• Business Model
• Product
• Technology
• Market
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Team is even more important for early-stage ideas

Early stage firms bet more on the jockey
53% consider the team the most important factor

53
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TEAM

0% 25% 50% 100%75%

FIT PRODUCT BUSINESS MODEL MARKET

Source: Gompers, Gornall, Kaplan, Strebulaev (2020)

Late stage firms bet more on the horse but jockey important
39% consider the team the most important factor
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Building “racetracks” is critical to make it work

Examples of “Racetracks”:

• Clear funding mechanisms

• Leadership sponsorship

• Guardrails

• Milestones

• Rules to fund/de-fund



Let’s stay connected! 
More insights? Follow Ilya Strebulaev
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Where do companies start? 
They start with people and their mindset

I. BoD and/or 
incoming executives

II. Newly appointed SVP/VPs
or the whole C-suite

III. Top 100 innovators
(digital entrepreneurs)
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