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How Google Works, Eric Schmidt & Jonathan Rosenberg (2014) 
  
We’ve been working on [building this great organiza-

tion] and along the way, like all good students, we kept notes. 
We prescribe a series of steps businesses can follow to attract 
and motivate smart creatives, each of which propels the busi-
ness to the next step. The steps build and depend on each other, 
but none of them is ever complete and all of them are dynamic. 
We weren’t quite born on third base thinking we had hit a triple, 
but first or second sounds about right. We don’t have all the 
answers, but we have learned a lot about this new world where 
technology reigns supreme and employees are uniquely em-
powered to make a big difference.  

I decided to either become a professor or start a com-
pany. I felt that either option would give me a lot of autonomy. 
If you hire the right people and have big enough dreams, you’ll 
usually get there. And even if you fail, you’ll probably learn 
something important. The incrementalism of many companies 
leads to irrelevance over time, especially in technology. It’s 
hard to imagine how, when we started Google Maps, people 
thought that our goal of mapping the entire world, including 
photographing every street, would prove impossible. (Larry 
Page, Google Cofounder and CEO).  

When Eric came to Google from his position as CEO 
at Novell (and history at Sun Microsystems and Bell Labs) he 
was barely given a place to work. Clearly, this was not a meas-
ure-your-importance-in square-feet kind of place. When Sergey 
and Larry founded Google in 1998, they had no formal business 
training or experience. They considered this an advantage, not 
a liability. They ran it on a few simple principles, first and fore-
most of which was to focus on the user. They believed that if 
they created great services, they could figure out the money 
stuff later.  

While most companies say that their employees are 
everything, Larry and Sergey actually ran the company that 
way. This behavior wasn’t corporate messaging and it wasn’t 
altruism. They felt that attracting and leading the very best en-
gineers was the only way for Google to thrive and achieve its 
lofty ambitions. To this day the rule of thumb is that at least half 
of Google employees (aka Googles) should be engineers. Larry 
and Sergey offered their employees plenty of freedom and used 
communication as a tool to keep everyone moving in the same 
direction. They communicated through company-wide “TGIF” 
meetings held every Friday afternoon, when any topic was fair 
game for discussion. For years, Google’s primary tool for man-
aging the company’s resources was a spreadsheet with a ranked 
list of the company’s top 100 projects, which was available to 
and debated by all.  

Johnathon was hired as a proven product advocate and 
innovator from his days at Apple and Excite@Home with the 

idea of bringing “adult supervision” to a chaotic place.  We un-
derstood that our founders intuitively grasped how to lead in 
this new era, but they—by their own admission—didn’t know 
how to build a company to the scale where it could achieve their 
ambitious vision. The business plan that was ultimately devel-
oped was all about how Google would focus on its users and 
build excellent platforms and products. It proposed that our 
foundation be built on users, and that more users would draw 
more advertisers. We worked with partners to ensure that it was 
always easy for users to access us. We launched Google 
Chrome as the fastest and most secure browser in the industry 
from day one. And we monetized all of it with highly efficient 
and effective ad systems. When it came to management tactics, 
the only thing we could say for sure back then was that much of 
what the 2 of us had learned in the 20th century was wrong, and 
that it was time to start over.  

Three powerful technology trends have converged to 
fundamentally shift the playing field in most industries. First 
the Internet has made information free, copious, and ubiqui-
tous. Second, mobile devices and networks have made global 
reach and continuous connectivity widely available. And third, 
cloud computing has put practically infinite computing power 
and storage and a host of sophisticated tools and applications at 
everyone’s disposal on an inexpensive, pay-as-you-go basis. It 
used to be that the most powerful computers and the best elec-
tronics were at the office, and once you left work you had to get 
by on phones attached to walls, maps on paper, music from ra-
dio stations that played what they felt like playing, and televi-
sions brought in by 2 big guys and attached to a cable or anten-
nae.  

Today, 3 factors of production have become 
cheaper—information, connectivity, and computing power. 
Pre-Internet companies built their businesses based on assump-
tions of scarcity: information, distribution resources, market 
reach, choice, and shelf space. Product excellence is now para-
mount to business success—not control of information, or a 
stranglehold on distribution, or overwhelming marketing 
power. The customer has abundant choice, with practically in-
finite digital shelf space. And the customer has a voice; provide 
a bad product or lousy service at your peril. In the old world, 
you devoted 30% of your time to building great service and 
70% of your time to shouting about it. In the new world, that 
inverts. The second reason product excellence is so critical is 
that the cost of experimentation and failure has dropped signif-
icantly. Don’t tell me; show me. The basis for success, for con-
tinual product excellence, is speed. Most management pro-
cesses at companies today are designed with something else in 
mind. They were devised over a century ago at a time when 
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mistakes were expensive and only the top few executive had 
comprehensive information. Their primary objectives are low-
ering risk and ensuring that decisions are made only by the few 
executives with lots of information. This approach is designed 
to slow things down, and it accomplishes the task very well. 
Meaning that at the very moment when businesses must accel-
erate, their architecture is working against them.    

Data used to be scarce and computing resources pre-
cious; today both are abundant, so there’s no need to hoard 
them. And collaboration is easy, across a room, a continent, or 
an ocean. Great companies, such as IBM, GE, GM, and Johnson 
& Johnson offer management tracks for people with the greatest 
potential, whereby stars rotate in and out of different roles every 
2 years or so. This approach develops management skills, not 
technical ones. As a result, most knowledge workers in tradi-
tional environments develop deep technical expertise but little 
breadth, or vice versa. Our Google peers represent a different 
type of employee and are encouraged to exercise their own 
ideas. They don’t keep quiet when they disagree with some-
thing. They get bored easily and shift jobs a lot. They are mul-
tidimensional, usually combining technical depth with business 
savvy and creative flair.   

Since the industrial revolution, operating processes 
have been biased toward lowering risk and avoiding mistakes. 
These processes result in environments that stifle smart crea-
tives. The defining characteristic of today’s successful compa-
nies is the ability to continually deliver great products. And the 
only way to do that is to attract smart creatives and create an 
environment where they can succeed at scale. A smart creative 
has deep technical knowledge in how to use the tools of her 
trade and plenty of hands-on experience. Let data decide, but 
don’t let it take over. She sees a direct line from technical ex-
pertise to product excellence to business success, and under-
stands the value of all 3. She is her own focus group, alpha 
tester, and guinea pig. She is risky creative and not afraid to fail, 
because she believes that in failure there is usually something 
valuable she can salvage. She is self-directed, open and thor-
ough.  

Perhaps the best thing about smart creatives is that 
they are everywhere. But they are uniquely difficult to manage 
because you can’t tell people like that how to think. You have 
to learn to manage the environment where they think and make 
it a place where they want to come every day. Employees ex-
pect much more from their companies now, and they are often 
not getting it. 

The core insight—that ads should be placed based on 
their relevance--not just how much the advertiser was willing 
to pay and the number of clicks they received--became the foun-
dation upon which Google’s AdWords engine, and a multibil-
lion-dollar business, was built. It wasn’t Google culture that 

turned engineers into problem-solving ninjas who changed the 
course of the company. Rather it was the culture that attracted 
the ninjas in the first place. Smart creatives place culture at the 
top of the list of job considerations. Culture is perhaps the one 
important aspect of a company where failed experiments hurt. 
Once established, company culture is very difficult to change 
because early on in a company’s life a self-selection tendency 
sets in. People who believe in the same things the company does 
will be drawn to work there, while people who don’t, won’t. 
Culture stems from founders, but it is best reflected in the 
trusted team the founders form to launch their venture. So ask 
that team: Who do we care about? What do we believe? Who 
do we want to be? How do we want our company to act and 
make decisions? The difference in mission statements between 
successful companies and unsuccessful ones is whether em-
ployees believe the words. Share them, not in posters and 
guides, but through constant, authentic communications and re-
inforced with rewards.  

 Visitors to the Googleplex will immediately notice 
the dazzling array of amenities available to Google employees 
with the correct impression that Googlers are awash in luxuries, 
and the mistaken impression that luxury is part of our culture. 
What most outsiders fail to see when they visit is the Spartan 
offices where employees spend the bulk of their time. They 
would find a series of cubicles that are crowded, messy, and a 
petri dish for creativity. Humans are by nature territorial, and 
the corporate world reflects this. In most companies the size of 
your office, quality of furniture, and view from your window 
connote accomplishment and respect. But offices should be de-
signed to maximize energy and interactions, not for isolation 
and status. Smart creatives thrive on interacting with each other. 
The mixture you get when you cram them together is combus-
tible, so a top priority must be to keep them crowded. Employ-
ees should always have the option to retire to a quiet place when 
they’ve had it with all the group stimulation, which is why our 
offices include plenty of retreats. But when they go back to their 
desk, they should be surrounded by their teammates. Keeping 
people crowded also has the collateral benefit of killing facili-
ties envy.  

It’s particularly important for teams to be functionally 
integrated. Product managers need to work, eat, and live with 
their engineers (or whichever types of smart creatives the com-
pany employs to design and develop its products). Be very gen-
erous with the resources they need to do their work. Be stingy 
with the stuff that doesn’t matter, like furniture and big offices. 
Make your offices crowded and load them with amenities, then 
expect people to use them. Create a meritocracy where “it is the 
quality of the idea that matters, not who suggests it.”  

Engender a culture where there is an “obligation to dis-
sent”. Most smart creatives have strong opinions and are itching 
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to spout off; for them, the cultural obligation to dissent gives 
them freedom to do just that. Keep organizational design flat. 
People claim that they want a flat organization so they can be 
closer to the top, but in fact they usually long for hierarchy. 
Smart creatives are different: They prefer a flat organization, 
less because they want to be closer to the top and more because 
they want to get things done and need direct access to decision-
makers--but they still need a formal organization structure. The 
solution we hit upon is simple. We call it the rule of 7. Managers 
have a minimum of 7 direct people. With that many direct re-
ports—most managers have a lot more than 7—there simply 
isn’t time to micromanage. We believe in staying functionally 
organized—with separate departments such as engineering, 
products, finance, and sales reporting directly to the CEO—as 
long as possible, because organizing around business divisions 
or product lines can lead to the formation of silos, which usually 
stifle the free flow of information and people. If you have 
P&Ls, make sure they are driven by real external customers and 
partners.  

Beware of the tendencies of different groups: Engi-
neers add complexity, marketing adds management layers, and 
sales adds assistants. Do all reorgs in a day. The key to success 
is doing the reorg quickly and launching it before it is complete. 
Since there is no perfect organizational design, don’t try to find 
one. Messiness helps, because smart creatives find it empower-
ing, not confusing. The building block of organizations should 
be small teams, small enough to be fed 2 pizzas. Small teams 
tend to get bigger as their products grow; things built by only a 
handful of people eventually require a much bigger team to 
maintain them. This is OK, as long as the bigger teams don’t 
preclude the existence of small teams.  

Determine which people are having the biggest impact 
and organize around them. Decide who runs the company not 
based on function or experience, but by performance and pas-
sion. Your title makes you a manager. Your people make you a 
leader. You want to invest in the people who are going to do 
what they think is right, whether or not you give them permis-
sion. You’ll find that those people will usually be your best 
smart creatives. The best management systems are built around 
an ensemble, more like a dance troupe than a set of coordinated 
superstars. At least 50% of the people at the senior table should 
be experts in the company’s products and services and respon-
sible for product development.  

Remember the childhood riddle about knights and 
knaves? Knaves in real life are devoid of integrity, sloppy, self-
ish and have a way of working their way into virtually any com-
pany. Arrogance is a knavish tendency that is a natural by-prod-
uct of success, like jealousy and taking credit for someone 
else’s work. Once a knave, always a knave. There is no such 

thing as a minor lapse of integrity. Fortunately, employee be-
havior is socially normative. In a healthy culture of knightish 
values, the knights will call out the knaves for the poor behavior 
until they either shape up or leave. Humans are at their best 
when surrounded by social controls, and crowded offices have 
lots of social controls.  

Knaves are not to be confused with divas. Knavish be-
havior is a product of low integrity; diva-ish behavior is one of 
high exceptionalism. As long as their contributions match their 
outlandish egos, divas should be tolerated and even protected. 
Steve Jobs was one of the greatest business divas the world has 
ever known.  

The best cultures invite and enable people to be over-
worked in a good way, with too many interesting things to do 
both at work and at home. Burnout isn’t caused by working too 
hard, but by resentment at having to give up what really matters 
to you. When you’re a leader, everyone is watching, so it 
doesn’t matter that you dance poorly at parties, it just matters 
that you dance. A defining mark of a fun culture is identical to 
that of an innovative one: The fun comes from everywhere.  

When you are in a turnaround, find the smart people 
first. And to find the smart people, find one of them. They will 
tell you who the rest are. A stagnant, corporate culture is anath-
ema to the average smart creative. There is a common refrain in 
Silicon Valley: the CEO who picks up the stack of newspapers 
outside the front door and the founder who wipes the counters. 
With these actions, leaders demonstrate their egalitarian na-
tures. Mostly, though, they do it because they care so much 
about the company. This culture is the safeguard against some-
thing going off the rails, because it is the rails. The best cultures 
are aspirational.  

MBA-styled business plans are always flawed in some 
important ways. It invests in the plan, not the team. It’s fine to 
have a plan, but understand that it will change as you progress 
and discover new things about the products and market. This 
rapid iteration is critical to success. The plan is fluid, but the 
cultural foundation is stable. Bet on technical insights that help 
solve a big problem in a novel way, optimize for scale, not for 
revenue, and let great products grow the market for everyone. 
Bet on technical insights, not market research. The heart of 
Google Search’s advantage consisted of the single technical in-
sight about using the web’s link structure as a roadmap to the 
best answer. Since then, most of Google’s successful products 
have been based on strong technical insights—ads could be 
ranked and placed on a page based on their value as information 
to users, rather than by who was willing to pay more. Pick an 
innovative, successful Google product, and you are likely to 
find at least one significant technical insight behind it, the sort 
of idea that could have appeared in a technical journal. A tech-
nical insight is a new way of applying technology or design that 
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either drives down the cost or increases the functions and usa-
bility of the product by a significant factor.  

You’ll never get the best smart creatives on board if 
your strategy is narrowly based on leveraging your competitive 
advantage to attack related markets. Giving the customer what 
he wants is less important than giving him what he doesn’t yet 
know he wants. The tail is wagging the dog when market re-
search becomes more important than technical innovation. 
Most incumbents get their start through technical insights, but 
when they stray, the suits become more important than the lab 
coats. The best products achieve their success based on tech-
nical factors, not business ones. Virtually every case of stalled-
out products were ones that lacked technical insights. When we 
look back at Google products that didn’t make it (iGoogle, 
Desktop, Notebook, Sidewoki, Knoi, Health, Reader), they all 
either lacked underlying technical insights from the outset, or 
the insights upon which they were based became dated as the 
internet evolved.  

We are entering a new period of “combinatorial inno-
vation.” This occurs when there is a great availability of differ-
ent component parts that can be combined to create new inven-
tions. For example, in the 1800s, the standardization of design 
of mechanical devises led to a manufacturing boom. In the 
1900s, the gasoline engine led to automobiles, motorcycles, and 
airplanes. By the 1950s, it was the integrated circuit. Today the 
components are all about information, connectivity, and com-
puting. 

When you base your product strategy on technical in-
sights, you avoid me-too products that simply deliver what cus-
tomers are asking for. (Henry Ford: “If I had listened to custom-
ers, I would have been looking for faster horses.”) What is your 
technical insight? It turns out to be an easy question to ask and 
a hard one to answer. If you can’t articulate a good answer, re-
think the product.  

It used to be that companies got big slowly and me-
thodically. Scaling now needs to be a core part of your founda-
tion. The most successful leaders in the Internet Century will be 
the ones who understand how to create and quickly grow plat-
forms. A platform is a set of products and services that bring 
together groups of users and providers to form multisided mar-
kets. Networks become more useful the more people that use 
them. Amazon always focused on growth. Now it is one of the 
most disruptive forces in at least 3 different industries: retail, 
media, and computing. AOL prioritized revenue over growth; 
we did the opposite. 

A firm will tend to expand until the costs of organizing 
an extra transaction within the firm equal the costs of doing it 
on the open market (Coase’ law). The Internet has caused trans-
actions costs to plunge so steeply that it is has become more 
useful to read Coase’s law backward. Firms should shrink until 

the cost of performing a transaction internally no longer ex-
ceeds the cost of performing it externally. In the Internet Cen-
tury the objective of creating networks is not just to lower costs 
and make operations more efficient, but to create fundamentally 
better products. Twitter is not a technology company; it is a 
publishing company. Airbnb is a platform for the lodging in-
dustry, while Uber is one for personal transportation services, 
Square for small-business payments, Nike FuelBand for physi-
cal fitness, Kickstarter for financing, MyFitnesPal for weight 
loss, Netflix for video entertainment, Spotify for music. These 
companies assembled existing technology components in new 
ways to reimagine existing businesses. Whereas the 20th century 
was dominated by monolithic, closed networks, the 21st will be 
driven by global, open ones. With open, you trade control for 
scale and innovation and trust that your smart creatives will fig-
ure it out. Open also allows you to harness the talents of thou-
sands of people, because no matter who you are, most of the 
smartest people work for someone else.  

While we generally believe that open is the best strat-
egy, there are certain circumstances where staying closed works 
as well. When you have a product that is demonstrably better 
(usually based on strong technical insights) and you are com-
peting in a new, rapidly growing market, you can grow quickly 
without opening up the platform. If you focus on your compe-
tition, you will never deliver anything truly innovative. Our job 
is to think of the thing you haven’t thought of yet that you really 
need.  

Eric’s notes for a Strategy Meeting: Start by asking 
what will be true in 5 years and work backward. There is now 
almost perfect market information and broad availability of 
capital, so you need to win on product and platform. Spend the 
vast majority of your time thinking about product and platform. 
Growth matters most. All big successes in the Internet Century 
will embody large platforms that get better and stronger as they 
grow. Iteration is the most important part of the strategy. It 
needs to be very, very fast and always based on learning.  

Hiring is the most important thing you do. The most 
important thing that top sports coaches and general managers 
do is recruit or trade for the best players they can. The higher 
up you go in most organizations, the more detached the execu-
tives gets from the hiring process. The inverse should be true. 
To consistently hire the best people possible, the model to fol-
low isn’t corporate America, but academia. Universities usually 
don’t lay professors off, so they invest a lot of time in getting 
faculty hiring and promotion right, normally using committees. 
This is why we believe that hiring should be peer-based. Any-
one can change how they hire. The not-so-nice thing is that hir-
ing well takes a lot of work and time. But it is the best invest-
ment you can make. The best workers are like a herd: They tend 
to follow each other. Get a few of them, and you’re guaranteed 
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that a bunch more will follow. They come because they want to 
work with the best smart creatives. Early employees are more 
conspicuous. When your process guarantees excellence at the 
product core of the company, it will spill over to every other 
team as well.  

Passionate people don’t often use the “P-word.” If 
someone is truly passionate about something, they’ll do it for a 
long time even if they aren’t at first successful. Failure is often 
part of the deal. Their deep interest in anything makes them 
more interesting. Pay attention to how they are passionate. Hire 
them not for the knowledge they possess, but for the things they 
don’t yet know. Information technology is growing exponen-
tially but our intuition about the future is linear. Intelligence is 
the best indicator of a person’s ability to handle change. “Learn-
ing animals” have the smarts to handle massive change and the 
character to love it. If you think your abilities are fixed, you’ll 
set for yourself “performance goals” to maintain your self-im-
age, but if you have a growth mindset, you’ll set “learning 
goals”. Create opportunities for every employee to be con-
stantly learning new things—even skills and experience that 
aren’t directly beneficial to the company—and then expect 
them to use them.  

Some of our most effective colleagues are people we 
most definitely would not want to have a beer with. Homoge-
neity in an organization breads failure. From a strictly corporate 
point of view, diversity in hiring is emphatically the right thing 
to do. Difference of perspective generates insights that can’t be 
taught. When you bring them together in a work environment, 
they integrate to create a broader perspective that is priceless. 
You can get great talent if you are willing to take a risk on peo-
ple by challenging them to do new things. Those willing to take 
risks introduce the exact self-selection tendency you are look-
ing for. Judge candidates based on trajectory. Companies con-
sistently overvalue relevant experience when judging senior 
candidates. They should be more focused on what talented 
smart creatives have to offer. Start-up costs for hiring a brilliant, 
inexperienced person are higher than those of hiring a less-bril-
liant, experienced one. But hiring brilliant generalists is far bet-
ter for the company.  

The job of finding people belongs to everyone and this 
fact needs to be woven into the fabric of the company. HR man-
agers don’t have to live with their mistakes, the company does. 
Recruiting is everyone’s job, so grade it that way. The most im-
portant skill any business person can develop is interviewing. 
Conducting a good interview requires preparation. It requires 
understanding the role, reading the resume, and considering 
your questions. In the interview use your researched knowledge 
of their projects to dig deeper. Ask challenging questions that 
push the candidate. What was the low point in the project? Why 
was it successful? Learn if the candidate was the hammer or the 

egg, someone who caused a change or went along with it. Your 
objective is to find the limits of his capabilities, not have a polite 
conversation. Interview question: Could you teach me some-
thing complicated I don’t know? Reuse questions across candi-
dates, so you can calibrate responses. Rather than regurgitate 
her experiences, allow her to express what insights she gained 
from them. Get her to show off her thinking, not just her re-
sume. “What surprised you about ..?” “How did you pay for 
college?” “If I looked at the web history of your Brower, what 
would I learn about you that isn’t on your resume?” Identify 
candidates who ask thoughtful questions. The only way to get 
good at interviewing is to practice, the most important skill you 
can possibly develop and get paid for doing it.  

Google interviews are a half hour. Most interviews 
will result in a no-hire decision, so you want to invest less time 
in them, and most good interviewers can make that negative call 
in a half hour. If you like the candidate and want to keep talking, 
you can always schedule another interview or choose to make 
time in your calendar right then and there.  

Leadership, Role-Related Knowledge, General cogni-
tive ability, Googleyness (how unique are they?) In the most 
effective organizations, who you work for matters a lot less, 
than who you work with. 4 or 5 on an interviewing committee 
is a good number with diversity in seniority, skills and 
strengths. Design the process for quality, not efficiency, and for 
control, not scale. The unit of currency in the system is the hir-
ing packet, a document containing all the known information 
about a candidate who has progressed through the interview 
process. Class rank is for recent grads because of grade infla-
tion. The original resume should be included as is, so everyone 
can see the typos and formatting errors (or bold or italic fonts). 
Getting all of these details of the packed right is what enables 
the committee to get the details of the candidate right. You can 
attract the best smart creatives with factors beyond money. The 
science behind not just recruiting but all of our people practices 
is in Laszio Bock’s book Work Rules!.  

The first thing you should do when a valuable em-
ployee tells you he is leaving is try to change his mind. The 
second is congraturalate him on the new job and welcome him 
to your company’s alumni network. The best way to avoid hav-
ing to fire underperformers is not to hire them. This is why we 
would rather our hiring process generate more false negatives 
(people we should have hired but didn’t) than false positives 
(we shouldn’t have hired, but did). Hire people who inspire and 
work well with others. Don’t hire people who prefer to work 
alone. Hire people who are well rounded, with unique interests 
and talents. Don’t hire people who only live to work. Hire only 
when you’ve found a great candidate. Don’t settle for anything 
less. When people are right out of school, they tend to prioritize 
company first, then job, then industry. But at this point in their 
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career that is exactly the wrong order. The right industry is par-
amount because, while you will likely switch companies several 
times in your career, it is much harder to switch industries.  

Smart creatives see before the rest of us where tech-
nology is going and how it will transform industries. Bill Gates 
and Paul Allen saw that chips and computers were getting cheap 
and that software would be the key to the future of computing, 
so they started Microsoft. We are in the era of big data, and big 
data needs statisticians to make sense of it. People always say 
they don’t have time to read, but what they are really saying is 
that they aren’t making it a priority to learn as much as they can 
about their business. CEOs read a lot about their business, so 
think like a CEO and read.  

Know your elevator pitch. What are you working on? 
You have 30 seconds. Your pitch should explain what you are 
working on, the technical insight that’s driving it, how you are 
measuring your success (particularly customer benefit), and 
perhaps how it fits into the big picture. Know this and practice 
it so you can say it with conviction.  

Business, regardless of size or scope, is forever, per-
manently global, while humans are naturally provincial. It is the 
ultimate luxury to combine passion and contribution. It’s also a 
very clear path to happiness. This luxury is not expensive—just 
rare. The fundamental activity of all business and business lead-
ers is decision-making. Different institutions and industries ap-
proach it differently. The process by which you reach the deci-
sion, the timing of when you reach it, and the way it is imple-
mented are just as important as the decision itself. The legacy 
of the decision to exit China was a giant dose of goodwill from 
Googlers around the world, and the legacy of the thoughtful 
process by which it was made was the reaffirmation of a set of 
principles governing how all tough decisions should be made.  

One of the most transformative developments of the 
Internet Century is the ability to quantify almost any aspect of 
business. Decisions once based on subjective opinion and anec-
dotal evidence now rely primarily on data. A problem well put 
is half solved. A bias toward data is a great way to kill the death-
by-PowerPoint syndrome. Slides should just contain data. Rev-
enue solves all known problems. Reaching the best idea re-
quires conflict. You won’t get buy-in until all the choices are 
debated openly. To achieve true consensus, you need dissent. If 
you’ve hired well, there is dissension in the ranks. Lots of peo-
ple are thinking. Smart creatives should and usually do think of 
themselves as owners of the business. The conflict-based ap-
proach works only if it is managed by a single decision-maker 
who owns the deadline and will break a tie. Set a deadline, run 
the process, and then enforce the deadline. If you’re not sure if 
a course of action is right, the best thing you can do is try it out 
and then correct course. Maintain flexibility until the last pos-
sible moment. In a crunch, let the founders decide. When you 

are CEO you should actually make very few decisions. Inter-
vene only when you know they are making a very bad call. So 
a key skill to develop as the CEO or senior leader is to know 
which decisions to make and which to let run their course with-
out you. If you want to change people’s behavior, you need to 
touch their hearts, not just win the argument.  

A well-run meeting is a great thing. It’s the most effi-
cient way to present data and opinions, to debate issues, and to 
actually make decisions. Meetings should have a single deci-
sion-maker/owner who should be hands on. She should call the 
meeting, ensure that the content is good, set the objectives, de-
termine the participants, and share the agenda at least 24 hours 
in advance. After the meeting, the decision-maker (and no one 
else) should summarize decisions taken and action items by 
email to at least every participant within 48 hours. They should 
have no more than 8-10 people. If you have observers, it lowers 
the quality of the meeting and people’s ability to talk openly. 
Begin and end on time.  

A smart creative-fueled business that is trying to inno-
vate will be lucky to be right 50% of the time, which can be a 
problem for a lawyer whose risk tolerance is in the single digits. 
Spend 80% of your time on 80% of your revenue.  

A succession plan should be looking for a son, some-
one who could takeover in a decade, not in the next few years. 
Give them a lot of compensation and make sure their career 
doesn’t bog down. Coaches may not be better than the player, 
but they have different skills. They can observe players in ac-
tion and tell them how to be better.  

Information is the true lifeblood of the business. At-
tracting smart creatives and leading them to do amazing things 
is the key to building a 21st century business, but none of that 
happens if they aren’t flush with information. The most effec-
tive leaders today don’t hoard information, they share it.  De-
fault to open, set challenging public goals and regularly fail to 
achieve them, and talk about your travels. Your default mode 
should be to share everything except for the very few things that 
are prohibited by law or regulation. We trust our employees 
with all sorts of vital information, and they honor that trust.  

Conversation is still the most valuable form of com-
munication, but technology and the pace of work often conspire 
to make it one of the rarest. This is laziness. Clean out your 
email inbox constantly. Remember the OHIO acronym: Only 
Hold It Once. The goals of a board meeting are harmony, trans-
parency and advice. They should be full of great conversations 
about products, leadership and strategy. Countries (and compa-
nies) can have a long list of grievances with each other, but it is 
in their mutual best interest to figure out a way to work together. 
“We have always made it clear that we have no permanent en-
emies and will judge other countries, including Communist 
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countries, on the basis of their actions and not on the basis of 
the domestic ideology” (Henry Kissinger). 

The business should always be outrunning the process, 
so chaos is right where you want to be. The only way to get 
things done is through relationships. The most important aspect 
of the Android/iOS saga is how it demonstrated 2 different ways 
to achieve innovation Both platforms—and companies—are 
tremendously innovative with a few similarities in approach. At 
Apple—just like Google—the leaders are product people with 
technical backgrounds. Both operate with extraordinarily fast 
product life cycles, eschew traditional market research and rely 
on our own abilities to figure out what consumers will want. We 
trust our vision. And both place the highest priority on creating 
the best experience for our consumers. But our approach to in-
novation is quite different, primarily when it comes to control. 
With Android, Google bet on the superior economics of an open 
platform and on our ability to navigate the fragmentation that 
results forum such openness. Apple represents the opposite ap-
proach. iOS code is closed, and applications that want to be on 
the App Store must receive Apple’s formal approval. The iPh-
one is a popular product precisely because it is the only phone 
Apple makes. It’s no coincidence that Apple has only a few 
product lines. None of them can afford to fail. Thinking big is a 
very powerful tool for attracting and retaining smart creatives—
and it is contagious.  

For something to be innovative it needs to offer new 
functionality, but it also has to be surprising and radically use-
ful. A new idea has to be something that addresses a big chal-
lenge or opportunity. It must be a solution that is radically dif-
ferent. And the breakthrough technologies that could bring that 
radical solution to life have to be at least feasible, and achieva-
ble in the no-too-distant future. It’s better to look for big mar-
kets with huge growth potential. Remember, Google was late to 
the search-engine party, not early.  

Innovation stubbornly resists traditional, MBA-style 
management tactics. Unlike most other things in business, it 
cannot be owned, mandated, or scheduled. Innovative people 
do not need to be told to do it, they need to be allowed to do it. 
Its defining characteristic is its lack of process. Once a company 
gets past about 500 people it begins to attract more risk-averse 
employees. Not everyone needs to be innovative, but the culture 
needs to let everyone participate and thrive. The first follower 
is what transforms a lone nut into a leader. The culture needs to 
encourage the people who want to join something that is inno-
vative to do their thing as well. This is why innovation needs to 
be integrated into the fabric of the company, across every func-
tion and region. When you isolate it under a particular group, 
you may attract innovators to that group, but you won’t have 
enough first followers. Optimism is an essential ingredient for 
innovation.  

Focus on the user and the money will follow. At 
Google, our users are the people who use our products, while 
our customers are the companies that buy our advertising and 
license our technology. Most people tend to think incrementally 
rather than transformationally. Think 10X. The obvious benefit 
of thinking big is that it gives smart creatives much more free-
dom. It removes constraints and spurs creativity. 

A good OKR (Organizational Key Result) marries the 
big-picture objective with a highly measurable key result. 
OKRs are not comprehensive; they are reserved for areas that 
need special focus and objectives that won’t be reached without 
some extra oomph. Business-as-usual stuff doesn’t need OKRs. 
As your venture grows, the most important OKRs shift from 
individuals to teams. OKRs keep people from chasing compet-
itors. When your most precious resource is your people—which 
is almost always the case—then developing a smart system to 
allocate those resources is a critical element to success. 
70/20/10 became our rule for resource allocation. 70% of re-
sources dedicated to the core business, 20% on emerging, and 
10% on new. 10% works because creativity loves constraints. 
A lack of resources forces ingenuity.  

Google engineers can spend 20% of their time work-
ing on whatever they choose. It’s not about time, it’s about free-
dom. They start by building a prototype, because that’s how you 
get people excited about the project. The most valuable result 
of 20% time isn’t the products and features that get created, it’s 
the things that people learn when they try something new. It 
may be the best educational program a company can have.  

So we have just the right amount of resources set aside 
for new ideas, we’ve muzzled the imperial managers, freed our 
geniuses to do their thing, and opened our minds to pull ideas 
from the masses. The innovation is flowing; good ideas are a-
bubbling. Most of them die before they see the light of day, but 
a precious few are good enough to reach the promised land. Ship 
and iterate. The companies that are the fastest at the process 
will win. The hardest part is to iterate. One form of motivation 
we found to work well is negative feedback. Products that get 
better and gather momentum should be rewarded with more re-
sources; products that stagnate should not. Using data will muf-
fle the sunk-costs fallacy—that irrational tendency most hu-
mans have to count the amount of resources already invested as 
one of the reasons to invest more.  

In practice ship and iterate means that marketing pro-
grams and PR pushes should be minimal at launch. Invest only 
when they get some lift. Customers are more likely to feel dis-
appointed by a hyped product than one that is quietly launched. 
To innovate, you must learn to fail well. Learn from your mis-
takes. Any failed project should yield valuable technical, user, 
and market insights that inform the next effort. Make systems 
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that are “antifragile”: They don’t just survive failures and ex-
ternal shocks; they get stronger as a result. A good failure is a 
fast one: Once you see that the project will not succeed, you 
want to pull the plug as quickly as possible. However, by 
lengthening the time horizon, you can engage in endeavors that 
you could never otherwise pursue. We’re stubborn on vision 
and flexible on details. The key is to iterate quickly and to es-
tablish metrics that help you judge if, with each iteration, you 
are getting closer to success. Extrinsic rewards don’t encourage 
creativity, and in fact hinder it, by turning an inherently reward-
ing endeavor into a money-earning chore.   
 After the industrial revolution, the definitive 20th cen-
tury institution became The Corporation with a confluence of 
factors, including access to power, water, and a blue-collar la-
bor force. In the 21st century, The Corporation as a hub of eco-
nomic activity is being challenged by The Platform. A corpora-
tion’s relationship with consumers is one-way. A platform has 
a back-and-forth relationship with consumers and suppliers. 
Consumers have a voice; they can rate products and services. 
Thanks to the 2011 bankruptcy of the Bookseller Borders, we 
know that platforms like Amazon can hurt corporations. The 
forces of technology and disruption are too powerful. So the 
incumbent that follows this strategy will eventually fail, or at 
the very least become irrelevant. At the corporate level, most 
innovative new things look like small opportunities to a large 
company. They are hardly worth the time and effort, especially 
since their success is far from certain. And at an individual 
level, people within big companies aren’t rewarded for taking 
risks, but are penalized for failure. The individual payoff is 
asymmetrical, so the rational person opts for safety. [This is the 
hyper-story of DuPont, where safety itself was a core value].  

There is an alternative for incumbents, though: De-
velop a strategy that takes advantage of platforms to consist-
ently deliver great products. Use that strategy as a foundation 
to attract a team of smart creatives, then create an environment 
where they can succeed at scale. But the very nature of mature 
companies is to be risk-averse and to attack big change like a 
body attacks an infection.     
 Whereas Web 1.0 lets you read and buy things and 
Web 2.0 lets you do things, the social web lets you talk about 
and share things. The job of a CEO is not only to think about 
the core business, but also the future. The question to ask isn’t 
what will be true, but what could be true. Are decisions on new 
ideas based on product excellence or profit? 

When it comes to smart creatives, physical location 
matters more than ever. They find that they can have a far 
greater impact from California than from their home country, 
and the allure of gathering with other smart creatives of the 
same ilk often outweighs that of staying close to home. The 
same goes for hubs of finance (New York, London, Hong Kong, 

Frankfurt, Singapore), fashion (New York, Paris, Milan), enter-
tainment (Los Angeles, Mumbai), diamonds, (Antwerp, Surat), 
biotech (Boston, Basel), energy (Houston, Dhahran), shipping 
(Singapore, Shanghai), cars (southern Germany), and most 
other industries.      
 Incumbents tend to have a lot more money than dis-
rupters and are quite expert in using it to bend the political will 
of any democratic government. Tesla is running into regulatory 
roadblocks in several states that are preventing it from selling 
directly to consumers. Technology platforms help us identify 
our individual strengths and weaknesses with greater precision, 
and provide users with educational options customized to what 
we want to do. We see most big problems as information prob-
lems, which means that with enough data and the ability to 
crunch it, virtually any challenge facing humanity today can be 
solved. Infinite data and computing power create an amazing 
playground for the world’s smart creatives to solve big prob-
lems. Information is costly to produce but cheap to reproduce. 
Latency—the time between action and reaction—is getting 
much shorter. Just bringing a basic level of information trans-
parency to health care could have a tremendous positive impact, 
lowering costs and improving outcomes. 

 
[The Google story serves as a compendium of man-

agement “how to’s” and thinking in the internet Century. It’s 
written by the founders of the most valuable company in the 
history of the world (adding up all the subsidiaries and break-
offs) which grew from an idea in just 15 years.] 

 


