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This is the complete bilingual transcript for Lenny’ s Podcast featuring Todd Jackson on the framework
for finding Product-Market Fit (PMF).

[00:00:00] Todd Jackson
English:

Finding product-market fit is the single most important thing that your startup does in the first three

years, and it's just underexplored and it's just underexplained as a topic.
FRERIE:

FOHEI=FE, IR TIHEE (Product-Market Fit, PMF) 2IRHIFICIQBIFAMHE—SREENSE
B AT, (FA—NRE, E—ERZRNRRINHBUBIRER,

[00:00:08] Lenny Rachitsky

English:

You've been working on a product-market fit framework.
R EE:

R—EERR—EX T mh 7 LERESR,

[00:00:11] Todd Jackson
English:

We've published dozens of articles on the First Round Review, and we have found a very consistent set of
patterns, demand satisfaction, and efficiency. But the interesting thing is that you don't go for all three of
them from the very beginning.

FRSZERIE:
FA7E (First Round Review) EEARTHIEXE, AMT7T—EFE—HWIENX: FK (Demand). HRE
(Satisfaction) ##ZE (Efficiency), BEBNZ, RHFEM—FBMERIERX==,

[00:00:22] Lenny Rachitsky
English:
There's essentially four levels of product-market fit: nascent, developing, strong, extreme.

AR ERIE:



FamiLERER LS AANER: BEFH (Nascent). &EHI (Developing). 5@#hHA (Strong) FAREHA
(Extreme) o

[00:00:27] Todd Jackson

English:

Roughly, 60% are never going to get past L2.
R EE:

REE 60% MABIKETERKE_FH (L2).

[00:00:29] Lenny Rachitsky

English:

These four Ps is essentially what you should try to change if you're stuck.
FEiE:

MRIFBARIE, X ‘O P” BEAX EREIRMZ=H N E N R,

[00:00:34] Todd Jackson
English:

You've got the persona, the problem, the promise, and the product. Lattice kept the first one but changed
the others. Vanta changed all four.

FROCERIR:

XN PHRNE: BFPEMRR (Persona). af (Problem). 7#&i& (Promise, EIMEEXK) M~ @&
(Product), Lattice RETHE—1, EXRZTTEHM=1; M Vanta MIBEAM2HT,

[00:00:41] Lenny Rachitsky

English:

Hearing level three tells me level two is basically your pivot from: I'm just grinding, selling, pitching.
FRCEIE:

IREISE=RVBERILIAR, FRESLERIMM “SREMES. HE. #HHE RKSPEENME.

[00:00:47] Todd Jackson
English:

This is where it starts to get fun.
R EE:

MXEFIE, EEEFEBERT.



[00:00:53] Lenny Rachitsky
English:

Today my guest is Todd Jackson. Todd is a partner at the legendary VC firm, First Round Capital. | rarely
have VCs on this podcast, but as Todd shares at the top of this episode, Todd is a very special VC. Prior to
moving into venture, he was product lead for Gmail for four years. He was product manager of Facebook's
newsfeed, photos and groups, including leading a major redesign of the newsfeed. He's also a director of
product management at Twitter and VP of product and design at Dropbox.

AR ERIE:

SXIEER Todd Jackson, Todd @f&& X AF] First Round Capital IGTAA. FHRE/DBIEXIRA XA
BE, {BIEW Todd EEEFKAAEN, ME—UIEEFANNREAN. EHANRIETHZF], MHEBIEE Gmail
= mA R AKIENSE, fthEE Facebook sh&EE (Newsfeed). BAFUNANS~REIE, HWS ToAE
BHN—REREMEIT. MEBEE Twitter =R EIR R E UK Dropbox ™= R 511t &I 2 &

[00:01:21] Lenny Rachitsky
English:

He's also a founder and sold his company to Twitter. This episode is a very different and special kind of
episode. Todd and the team at First Round have spent the last year looking at all of their data and the
journeys of the hundreds of startups that they've worked with over the years. And through that, have put
together a very practical and very actionable framework to help founders find product-market fit. They're
turning this framework into a three-month program for founders, and in this conversation, Todd shares
an exclusive peek into the program, in particular, the stages of product-market fit.

AR ERIE:

i E—RelE, BRECSHRRRST Twitter, X—EIFERFEFH. Todd # First Round BIEIFATE
SE—FEMRTIIFIENHLEHE, UNhSERSEINHERVEIATNFHRE. BIXLEHR, il
HZHT—EIFELHABEEAETRFERNER, SEEPIBAIHFATHRE. MIEFX—EREKA—
PHE=TANEIEATIR, EXRMIER, Todd FERDZZMENRNR, 32X T PMF IR,

[00:01:55] Lenny Rachitsky
English:

We talk about how to know which stage you're in, what to do if you're stuck in that stage, and also what
you can change in order to get unstuck. If you're a founder or building a new product within a company
and feeling like you're not making as much progress as you'd hope, you will find tremendous value in this
conversation. With that, | bring you Todd Jackson after a short word from our sponsors. And if you enjoy
this podcast, don't forget to subscribe and follow it in your favorite podcasting app or YouTube. It's the
best way to avoid missing feature episodes and it helps the podcast tremendously.

FROCERIR:
FAPRIDEMA A B IR F BN, MRFERNNERZEAD, URIRALUET AT ARIZR AR, W0
RMEZ—RLNEBA, REEELATRIBALN M, HAERSERFNIN, MESEXIHERLMEARNMN

B, EMTHRENEMERENAE, BITEERXFIBS Todd Jackson HIxt1E, IMRMEWNXMER, HISTHE
wRRVER N AL YouTube EITHMXE, X2@EHEIEETENRES, UNFEZERATEN,



[00:02:26] Lenny Rachitsky (Sponsor: WorkOS)
English:

This episode is brought to you by WorkOS. If you're building a Saa$S app, at some point, your customers
will start asking for enterprise features like SAML authentication and SCIM provisioning. That's where
WorkOS comes in, making it fast and painless to add enterprise features to your app. Their APIs are easy
to understand so that you can ship quickly and get back to building other features. And hundreds of other
companies are already powered by WorkOS, including ones you probably know like Vercel, Webflow and

Loom.

AR ERIE:

ETBHE WorkOS #Bh, SNRIRIEEIIE SaaS A, MMNEFIRESFHREREWAINEE, 40 SAML &%
FOIEAN SCIM 2B, XRiZ WorkOS AR Z#, EaEILIRIRIR B Rt AR AR &Inge. {189 API
STIEE, ILIRBEIRRZMHEF NI EMINENF A+, EEHERAEH Work0S 1z H, BIE(RA
REZAERY Vercel. Webflow 1 Loom,

[00:02:56] Lenny Rachitsky (Sponsor: WorkOS)
English:

WorkOS also recently launched AuthKit, a complete authentication and user management service. It's
essentially a modern alternative to Auth0, but with better pricing and more flexible APIs. AuthKit's design
is stunning out of the box, and you can also fully customize it to fit your app's brand. It's an effortless
experience from your first user, all the way to your largest enterprise customer. Best of all, AuthKit is free
for any developer up to one million users. Check it out at workos.com/lenny to learn more. That's
workos.com/lenny.

FRZERIE:

WorkOS FiEIF#H T AuthKit, XE2—TEN S HIIEMAF BBRS. ©48HR LR Autho WIIRERAS
=, BNMKEEML, APIERE, AuthKit BIZITHFFEENA, EERESE, MEURLBEEX MR SR ER
e ME—TAPIIRANELER, EEEEREEREMHNER., SIENE, AuthKit WEAFLEREFR, %
%38 100 5B, 508 workos.com/lenny TEEZER.

[00:03:32] Lenny Rachitsky (Sponsor: Eppo)
English:

This episode is brought to you by Eppo. Eppo is a next-generation A/B testing and feature management
platform built by alums of Airbnb and Snowflake for modern growth teams. Companies like Twitch, Miro,
ClickUp and DraftKings rely on Eppo to power their experiments. Experimentation is increasingly
essential for driving growth and for understanding the performance of new features. And Eppo helps you
increase experimentation velocity while unlocking rigorous deep analysis in a way that no other
commercial tool does.

FpsCERiE:

AETEH Eppo #Bh, Eppo = Airbnb 1 Snowflake B & IR KFABITIER T—1 A/B NIRXFATHEE
EBEF S, Twitch. Miro. ClickUp 0 DraftKings A B & H: Eppo RIXch it TAYSELS, SEIOXT FHEhIG K
M7 RMINRERIMTISHRBEE, Eppo sEEMTIESRIRE, RNBEHEME L TRETAREN™ERE
3o



[00:04:12] Lenny Rachitsky (Sponsor: Eppo)
English:

When | was at Airbnb, one of the things that | loved most was our experimentation platform where | could
set up experiments easily, troubleshoot issues, and analyze performance all on my own. Eppo does all
that and more with advanced statistical methods that can help you shave weeks off experiment time, and
accessible Ul for diving deeper into performance, and out-of-the-box reporting that helps you avoid
annoying, prolonged analytic cycles. Eppo also makes it easy for you to share experiment insights with
your team, sparking new ideas for the A/B testing flywheel. Eppo powers experimentation across every
use case, including product, growth, machine learning, monetization, and email marketing. Check out
Eppo at geteppo.com/lenny and 10 X your experiment velocity. That's geteppo.com/lenny. Todd, thank
you so much for being here and welcome to the podcast.

FROCERIR:

K7L Airbnb BY, REXMNARAZ —MERINERTE, ERERFTLUEMIEERE. BEFMEHBIZ SRR
M, Eppo NMXEEMEBIXLE, WA LHNGITHE, AIUEBIREREIENTINE, HZBEMN Ul HERNHR
RERI, FAHEENANIRSESMERMABEKNS AR, Eppo BEEILIFREMERFM D ZLRAR, Mk
A/B XX EVFEIR. Eppo XFEMIZIRNLE, GF~m. BK. HNBFS. TMNEBEEH. AR
geteppo.com/lenny, IH{RBIRIIRERFA 10 8. Todd, IEERSMREESR, IILRIIAEER,

[00:04:56] Todd Jackson

English:

Lenny, I'm excited to be here. Thank you for having me.
FRCERIE:

Lenny, REMRIIXE, HHMRINETE.

[00:04:58] Lenny Rachitsky
English:

So first of all, just to mention you're a VC, which is very rare for this podcast. But you're a very special VC,
you have a deep background in product, and | thought it might be helpful just to give a little bit of context
on your product background, your product bona fides so people will get a real sense of just how legit you
are as a product thinker.

FROCERIR:

B, BBR—THRE—RNKE (VO), XARNEBEZFIEELDR. BRI—(EFFBRNNNKR, (FERENF
mER. HRMRENE TR~ mERMELIREREL, ﬁﬁékiﬁ/‘cﬁ‘éEE@?&@ REFmB gL EE
otk

[00:05:17] Todd Jackson
English:

Yeah, you got it. So | am a VC. I'm a partner at First Round Capital now, and I've been at First Round for
four years. But | was not a VC before First Round. So | started a company in 2013 called Cover, and that



was actually funded by First Round 11 years ago. That's how | got to know First Round. And before that, |
had worked on Gmail as the product lead in the early days, early 2000s and at Facebook.

AR ERIE:

KRR, HMERIEIE—RBNIZ, 2 First Round Capital &K A, BEER)LEFTHE, BFEMN First
Round Z&l, BHARENIE. FKE 2013 FeINT—KB A Cover WAT], BIRATHRIE 11 FFHIMRET
First Round ¥ %, EMEXFINRMIIN. EBZHE, FKTE 2000 FAFHIEET Gmail WRHA~ @A R
AN, EXXET Facebooks

[00:05:39] Todd Jackson
English:

And then | started Cover, and we ended up selling Cover to Twitter in 2014. And | worked on a bunch of
different products at Twitter. And then | was the VP of product and design at Dropbox. That was 2015 to
2018. So | have always loved product, and that's actually the reason now that | love being a seed stage VC
because | love investing at the early stage founders who are pre-product-market fit and then helping
them get there. And | just love doing that over and over again.

FROCERIR:

EEHONDT Cover, HTE 2014 EIFHSELL T Twittero HTE Twitter ARTRZARABN =M. ZiE, EE
2015 £ %l 2018 &EjE]#E/E Dropbox =@ 5igitEI 2. H—HIEFERET M, XELWEHRMESREFFF
RXENERERE, BARSREEILLTF PMF ZHNFHRCIBA, FEMMIIXHNTRE, REEEZ—BX—
BtE S X MEIE,

[00:06:07] Lenny Rachitsky
English:

| feel like we could have a whole other podcast episode on why you decided to move into venture versus
staying in product.

FROCERIR:
BRERNAIUETIBR—5&, WA ARERITHNIEM AL B E MmN,

[00:06:12] Todd Jackson
English:

We can doiit.

R EIE:

AEER, el Ta] LA,

[00:06:13] Lenny Rachitsky
English:

But we're going to stay focused. So the reason we're here is that for over a year, you've been working on a
product-market fit framework, essentially, a framework to help founders and product teams find product-



market fit, which we should talk about this. But this is the most important thing you've got to get right as
a founder in a product team is finding product-market fit. | got a peek at this framework. | love it. | love
the way you've structured it, the way you're thinking about it.

AR ERIE:

BEMNEREEZEB, BIMISRBEENRERZ, —FERIF—EEMR—ETmHHLEER, BFXL
BB AN REIA T PMF TR, FATHASSIZFFIEX D ERCIRAM~mER, F PMFZE
RATHINREENER. RIS MER, FEER. RERMTREH S VUANIREIREIZE,

[00:06:36] Lenny Rachitsky
English:

So what we're going to do today is walk through this framework in depth. First, | just want to spend a few
minutes on setting a little context just so people understand who this is for and how to think about this.
So maybe a first question is just why do you believe people need a framework for finding product-market
fit? And just also, if you want to touch on why is product-market fit so important? Why is that something
people should even be thinking about?

FROCERIR:

FRAFATS R ERNRITXMESR, B, HBE/LIHRE—TER, LARTEXMERZNIEE
&Y, URZMAEFE. F—NREE: MATAANANFE—N I PMF ER? S5, WRIFEE,
WRIAKH A4 PMF UL EE? AT AANTEERZEREE?

[00:06:57] Todd Jackson
English:

The thing about product-market fit is that | find it's mysterious to a lot of people, and people tend to
think about it purely as an art rather than a science. And all the advice that you find out there on the
internet is very general when it comes to product-market fit. You'll know it when you see it, you'll know it
when you have it. It's not specific. And there's so many other startup topics where there is good content
on the internet like hiring your first salesperson, running board meetings, stuff that is specific and
tactical. But there isn't that much content around product-market fit that is that specific.

AR ERIE:

KT PMF, HAMEMNRS ARKREREMW, AMMMARTIANEARZ—TIZARMIFRF, (REM_EREHKEIRY
FrEXT PMF BINERIFE ESE, thil “SMRBIERIrRRMIAE" « “HiMEeRTmMaBRE” . X
HABAK, BEENMEERSXTOLEMETNMERAS, LMNATRAE-—RHE. IAEREERS
W, XEEREGERBHAN, B PMFEE, MNROBMNLEENRS.

[00:07:33] Todd Jackson
English:

And so | think that's actually why Rahul from Superhuman is well-known for his approach to finding
product-market fit. That was published on the First Round Review in 2018, and it was immediately
popular and interesting to people. And | think the reason is because it was specific and because it was
tactical and it brought a little bit of the science to something that people thought was just an art. And |
think it's why your content is really popular too, Lenny.



AR ERIE:

FRAFRIAAXFE A+ A Superhuman B Rahul AIE F 4k PMF (Y75 EMEIZ. FREXE 2018 F AR (First
Round Review) b, ZISIEETEM. HIANRERATFERAR. REHEAY, AANERAARZZANE
FENT —LERFER D Lenny, HEXBEATAMNABILZVDHRER,

[00:07:57] Todd Jackson
English:

You and | worked on this product validation article together a little while back, and the seven part series
that you did on B2B SaaS companies and the PMF benchmarking data that you had, | think it was how
long it took to get to a product and a customer and to product-market fit, that was super well-read. And
there just isn't that much good specific content about this. But like you said, product-market fit is the
single most important thing that your startup does in the first three years and it's just underexplored, it's
underexplained as a topic.

FROCERIR:

FAREN—EEEIBR X T~ mIENXE, TBMEIXT B2B SaaS RN RIINE, KR
EiER PMF 2R (LALLM, REFFHAE PMF FEESKAYE) , BREXENFRENIEES,
XFXMER, BELKERZMEERGNAS. BIEWNIRFR, PMF 28 QAREM=FEMNE—REE
MER, MXMEREH—ERZRNRIT R,

[00:08:28] Todd Jackson
English:

So we felt this was a very important thing to do, something worth focusing on. And I've personally talked
to hundreds of founders about this topic. We've published dozens of articles on the First Round Review.
We call this our Paths to Product-Market Fit Series where we interview founders about the early days. And
I'm just always interested in what are the patterns. If you talk to enough successful founders, and in this
case, it can be enterprise founders, and you ask them, "What did you do in the first six to nine months of
running your company, of starting your company? What patterns emerged from that?" And we have found
a very consistent set of patterns, and that's what we decided to base our framework around.

FRCERIR:

FRUABRMNRERIXZ—HIFEER. BEXINER. R TABSHEMUIBATEIXMER. HIE (First
Round Review) EARTHTEXE, MZA “BF PMF ZEB” £, RiFEIBANXFLERHENKE,
H—ENEPRENRENE, MRFMEBZMIINEIBARZR (EXEXTERRIARSTHIILIBA), 7
tfi]: “ERERIZNFARIANBE, FEEHETHA? MNREEHT HAERR? 7 RINRRT—EFE—HK
BRIV, MR TREWEXEEZRIIEA,

[00:09:07] Lenny Rachitsky
English:

Amazing. And | think you're at such an interesting Venn diagram of exposure to develop something like
this. One, you have a deep product background, you started a company, you see tons of startups going
through the journey, many succeeding, many not. So | get why one, you wanted to do this and why | think

this is going to be so valuable to a lot of people. You talked briefly about why product-market fit is so



important, and maybe it might be helpful just to share a little bit more just why is this something people

should be so obsessed with and why did you spend so much time developing this?
R EIE:

KiET. RABMELT—TIFEEEN & 1, FEEEGHAAXENFRA: BREMERENTRER,
DI RE, XIIET TR AENHE, BRMRY, BHAW. FIURERRATARXAMN, HEEX
MRZARFIFEENE, (REERET PMFATAER, UIFAUBZNE—R: AFAANIRZM Ittt
FX? At AIRET XAZHERFLRE?

[00:09:40] Todd Jackson
English:

I think as a founder, there are so many things you have to do. You have to pick a market, you have to find
a co-founder, you have to hire a team, you have to raise funding, you have to build a product, you have to
sell a product. And so sometimes it gets lost that actually, the only thing that matters in the first couple
years is finding product-market fit and actually, what we define as extreme product-market fit, and I'll go
into that. Because if you find extreme product-market fit, the momentum just carries you, and the market
pulls you along. It's easy to know what to build because you're building the thing that your customers
want and it's motivating as a team. It's easy to hire people, everything becomes easier if you find product-

market fit, it is the thing that propels the company.

AR ERIE:
FINRERBIBA, BAZSHEBREM: EETH. FHEUWA. HREA. BE. FLA=R. HE~ .
, BERAMISZRX—5: TRVIN/LEE, W—SEBENEBMEITH PMF, AHREESRINEXH “RE

PMF” (REESFMHE) . ENMRIFILE TR PMF, BEEMSMEIRE, HHSNEFRE#H, MERE
ZAEEF LA, BAMEEFREFBENTRA, XRIILEARTHRD N, BAELIERTES, —BHE
PMF, —tIH=EREE, ERHEATRIENSIE,

[00:10:25] Todd Jackson
English:

And so we are a seed stage venture firm. We tend to work with very early founders who are pre-product-
market fit. And the hard truth about it is that most of them don't get past the first couple levels of it. The
majority of startups do not get past, what we call, level one product-market fit or level two product-
market fit. And I'll go through and define all that stuff. They get stuck at one of those first couple levels.
And if they can unlock the right product and the right way to explain it to a customer and make a
customer deeply satisfied, and there's enough customers out there like that, it just pulls the whole thing
along.

AR ERIE:

BIMNB—RMFRNIRQE], BESLT PMF ZEINIREHCIBA SR AEERIIISERE, ASRATEMLER
WEIFN R REHAEABMIEZBEIENFIRHE—RHE R PMF (FEEZEXLE), tiIFET
AR, BIIRMITEASIERN~m, HRERFFABETRNERA, HFiLERRREE, Bb
B EBRBEXHNER, PBABRDTRBAMEHIAB TR,

[00:11:02] Lenny Rachitsky



English:

Who is this framework for specifically? And for people that are listening, how do they know if this is for
them or not?

FRSCERIE:
XEERERZNIEESH? IFRZNEHENXETEESM]?

[00:11:07] Todd Jackson
English:

This is for early B2B founders, and specifically founders who are doing something that is more sales-led
than bottom-up. | think bottom-up is its own world. It's closer to consumer product development in my
mind. And | have done consumer products. Consumer product, | think there is a little bit more alchemy
involved. It's about having great taste and finding the right thing at the right time and it's like catching
lightning in a bottle.

AR ERIE:

XN B2B SR AR, RRIRAFLRAHERR (Sales-led) MIFB ML (Bottom-up) #EXAIL!
e he FIANBTMLERS — MU, ERERCERDERETmIA L, RUHTHEEL™m, KRS
EEBESZH “GERN” O —XFmik. FEBINERRIEBNARAE, MEBHEEHRFE—

<o

[00:11:36] Todd Jackson
English:

| think the good thing about enterprise, and specifically sales-led B2B, is that there is more science to it.
And so it is for sales-led B2B founders who are in, let's call it, the first six to nine months of starting their

company and want to set the foundation for product-market fit right from the beginning.

AR ERIE:

FIANEWARSS, F5RHEWRER B2B, EMBETEEARFMN. i, XEEREABELTIFI7R
AR FEN—FIERA PMF FTHFEREVIHEREE B2B 8 AEER.

[00:11:53] Lenny Rachitsky

English:

Awesome. Okay. So B2B founders, sales-led in the first six to nine months of their journey. Awesome.
FRCEIE:

KIF 7o FRARs e AT REINADA. HEKNER B2B €A, FHE T,

[00:11:59] Todd Jackson
English:

That's right. Yes.



AR ERIE:
pis:-

[00:12:00] Lenny Rachitsky
English:

You talked about the science of this. | imagine you don't want to overpromise this is going to help you
find product-market fit, step one, two, three profit. How do you think about just what the benefits of this
are and how people should think about the chance that they will find product-market fit at the end of this
journey following this framework?

AR ERIE:

RIRE T XERRRIFNE, FRRAFRIERERXERIESIRXE PMF, AR%E—P. F-F. E=Im
BT, MRMANXEERRIFAZRMHA? AMINMZNAETERXEERGEHE PMF BJ1R?

[00:12:16] Todd Jackson
English:

We can't guarantee success here. | just want to contextualize that finding extreme product-market fit is
very, very hard. And what we are trying to do is increase your odds, increase the odds, reduce the role of
luck, give you a framework and way of thinking about the things that you need to do. And | think that that
can increase the odds. Like | said earlier, the majority of startups are getting stuck at these first couple
levels. | think if you know what the path looks like and you know what the levers are at your disposal and
you know what you need to aim for, | think we can get more of these companies to level three and level
four product-market fit, which is where you really want to be and where you have a very valuable
company.

FROCERIR:

HMNEERIER. HRRRA, IR PMF ZIEE. FEREN, HNZHHNBRSHME, BB
[HT, ARRE—MERMEBZ AR ERFEMOFER. FIANAXAILURSHRINER, ENFRZHFLR,
REBACIATERE TRV NN R MRIRAERZZ2 M AR, MERE] AR AWML, MEMRNER
=4, TANABRNAULESHABREE=FMENEE PMF, BAZIFREERENMTS, HEATEREIE
BENMERIM .

[00:12:54] Lenny Rachitsky
English:

Perfect. Okay, final question. You launched a whole program for founders to go through and learn all of
this in depth, many week kind of program. We're going to be covering a lot of it here for folks that want to
go a lot deeper and actually go through this program. Talk about how they find this and how this program

works.
AR ERIE:

KiET. 8, ®RE—TAE. RALIBAHELT —PMZEBHHE, ILWITRNFEIX—Y], XB—1MHNHHAE
BB, HITSRFREEFHRZAS, EXNTREBRBERAHALMSSZIMENA, FRRMIOME
XA U E ISR,



[00:13:11] Todd Jackson
English:

So we launched a new program, and we call it Product-Market Fit Method. It is designed, like | said, to
help early B2B founders increase the odds of finding product-market fit. It's totally free, it's a very
intensive program. You can see all the details at pmf.firstround.com, and the application deadline is May
Tth. The program starts on May 29th. And we actually ran a beta version, a test version of this late last
year with 11 founders, | think probably some you know, Lenny, from Stripe and Plaid and Airbnb and
Twitter. And the feedback, it was great. It made me feel very good.

AR ERIE:

BABEE T —MHIE, Wi “PMF 53%53€” (Product-Market Fit Method) . IESNFFRIR, ©EEFENFHES
B2B tllts AR =1k % PMFIJLE, ERRE2REN, MEAR—1MEESRENMBE. AU UE
pmffirstround.com EBFREHAT, RIFHILAPRSB7H, MBETF5 B 29 BAB. EFFREHRINETT
— MRk, B 11 eI ASM, Lenny, HEHAP—LIRAIEEINIR, M1RE Stripe. Plaid. Airbnb
Twitter, RIGIEELF, XILHBIEE,

[00:13:47] Todd Jackson
English:

One of the founders was like, "I feel like these 14 weeks saved me two years of time in what would've
been wandering through the desert." And so there's eight sessions in the full program, and the first one is
the one we're going to do today. So the first session is on what we call the levels of product-market fit.
The second one is on customer discovery, and we actually refer to it as dollar-driven discovery. We get
very specific about not just the normal way of doing customer conversations and customer discovery, but

how do you find that a customer is willing to pay money for this thing and a lot of money?
R EIE:

HF—(elig AN : “HHSX 14 ABETE 7T RENNE, SUWEAIESEDEPHR” BIrmMEHRHE/\
MEF, B—IMHTRIBRNSRENNRNS: PMFRER, E-INHFTE2XTEFIAR (Customer
Discovery),, FEAIMFZ A “SHIR=NBVAHA" (Dollar-driven discovery) s BRI EMMEF AL, TS
EFEEMIRT: RNEEAIEFEEALGE, MERHRZE?

[00:14:22] Todd Jackson
English:

We talk about market validation, product positioning. We do a section on design partners because | think
a lot of founders have questions about that. How do | find the right design partners? What's the right way
to structure an agreement with them? How do | convert them to paying customers? All that stuff. We talk
about product iteration and pivots, and | refer to this stage as the grind, the grind of product iteration.
And then we spend a ton of time on founder-led sales.

FROCERIR:

BINNEHHIIE. FREM. HITEBE—PXTFT “RItS(EUH” (Design Partners) HIET, EHARZE!
e AR ULER B &EIR) . SN B S @RI SR ? IS ITHIN? e IR IR R? #E
. HMNESWIEFmERFEE (Pivots), RIBXMNEMA “BEH” , IFRERNREIE. &
&, BMSEAREREITIE “CIIB ARRIIHE" -



[00:14:47] Todd Jackson
English:

And the reason that we do that is we really like working with very technical founders, builders, people
that are either engineering background, product design, data science, people who are builders. So that's
the program in a nutshell. And like I said, any founder working on a new B2B SaaS company, welcome to
apply. And then bonus points if you are technical, like | said, if you have a clear product idea or a
hypothesis, but that you're less than six to 12 months into building the company.

AR ERIE:

BINZ AU, BERAAEMNIFEERSKHARGMA. #EE (Builders) &1F, IITEEAEIREY
R FmRITEBENFEER. XM RIMERNEL. EMBFR, JEMAIEEFR B2B SaaS HATFRIL!
I ANFRIR, MIRFERAER, REME—THRN~RIERRIR, BERARMILIERE 62 12178, BeE
mae

[00:15:19] Lenny Rachitsky
English:

| love how incentives are so aligned here. You help companies find product-market fit. If First Round does
great, everyone does great. It makes so much sense to build something like this. One thing | can't help
but mention or ask about is you said it's an intensive program. How do you find founders have time to do
something like this and also be building their company? | know this helps them build, but how do you
just think about they have so much to do, they have time to do a program like this?

FROCERIR:

BERXFEEAEIN—51E. RITEBEIABEF K PMF, SR First Round RIIEE, AREBETH. BEIX
HHBBREEERE N, HRBFEFERNE, RRIXZE—TSRENTE. 8156 A RS LA E RS MX 5
B, AREREENF? HAMEXEHEPMITERAE, BFERIBIEBASEFEM, WINENERES
INXAFEYI B IS ?

[00:15:41] Todd Jackson
English:

The way that we think about it is that the program roughly takes about 10 hours a week for each founder,
and it's 10 hours of work that you were going to be doing anyway. It is literally you're talking to
customers, you're improving your positioning, you're doing critical thinking about your market and what
you should be building. And so the way | think about it, and the way I've heard from the 11 founders that
went through it is it just added structure to what | was doing anyway and it actually made me more
efficient.

FRCERIR:

HNWRER, XTPIESARYSEAEIAEA 10/06, X 10 /NI TIERIRARMEMEY, RAKAEN
BFARR. MUEM. WNHZM~mA#THAERE, AU, EMSIENREY 11 105 AR R 5
B9, ERBAMRARMEMEIEBIENTEME, KL IETESR T

[00:16:10] Lenny Rachitsky



English:

Last question, you mentioned that it's free. How does that work? How does that work for everyone?
FEiE:

BE—NAE, MREERREN, XEEABEN? HEAFBHTAFA?

[00:16:14] Todd Jackson
English:

So it's 100% free and literally, it costs you $0. We give you $0, we own 0% of your company. And it's pretty
different than I think a lot of other programs out there. And this is just something we do. Over the years,
we've run First Round Angel Track, which | know you were in, Lenny. We've run the First Round Review for
10 years. We make these things free and our belief is that you have to create value in the ecosystem.

FROCERIR:

Ef 100% Z5EN, FAREMBRMRAREL— 7K. BI1F4MFRE, URSMRATNKG. X5ETELES
HMmMBEEERE. XREINW—RMUE. ZEX, FHN1ETTH First Round Angel Track (Lenny, FAER
HwEME), FHI1EE (First Round Review) BL 10 F7 ., HINEXLERAMMEEN, ERNBIBEHBMR
TEESREHPEENE,

[00:16:36] Todd Jackson
English:

You have to put stuff out in the world that is useful, and if you can create that value, create enough value
with the audience, then you'll be able to capture that value at some point. And so we think there's a win-
win here. We get an inside look at some of tomorrow's great companies and they get an inside look at
First Round.

AR ERIE:

frsmmtt Rimtl A AR, NRFELIENE, ERARFEESEBHNE, BATERKHNENEZ, Rt
BEIRIX LN B, FRUBRITARXZE— N BN LUAEEMERRGANAT, Ml LLUEEST
fi# First Round,

[00:16:49] Lenny Rachitsky

English:

Got it. So companies don't have to take money from you guys to be a part of this program.
FREiE:

BBE7T. FIUABAFEZRIRIEREESMX IR,

[00:16:53] Todd Jackson
English:

That's right.



AR ERIE:
pis:-

[00:16:54] Lenny Rachitsky
English:

Okay, let's get into it. Let's talk about this framework. Maybe just as a broad strokes overview, how does
this framework work? How do companies find product-market fit?

FROCERIR:

9, ILEAIFFIAIE, BPEDXMESR, REF
AY?

RESE AR —T, XMERZBMFEEIERN? ABZWAIH PMF

/

[00:17:03] Todd Jackson
English:

So the framework starts with a very simple idea that is product-market fit is not a one-size-fits-all thing,
and it doesn't just happen overnight. And for B2B companies, specifically, it does tend to follow a
repeatable pattern. And so we start with defining the ultimate goal. The ultimate goal is to get to extreme
product-market fit. And we have a precise definition for this. Let me read it to you. So extreme product-
market fit is a state of widespread demand for a product that satisfies a critical need and crucially can be
delivered repeatably and efficiently to each customer.

FRZERIE:

XMERBT— T FERRNER: PMF AZ—MEBRANERA, BAs—&RZEAkE. 55123 F B2B 2F,
ERFEE—MAEENRN. FMURIMNEAEXRLBT. RLETERE “REPMF” . HIHEE—
BHBENX, FIRGIRIT: RE PMF Z2iE—MRE, BIMIMERTREI ZNER, &~mife 7 XX
FX, BEXEENRE, CRBEEASNMRALE—UEF.

[00:17:40] Todd Jackson
English:

And so there's three key ideas in there: demand, satisfaction and efficiency. And | think efficiency is worth
highlighting because that's what most people would leave out of their definition. You talk about like, "Oh,
it's a product, people like it. That's good, that's product-market fit." But if you look, there's products out
there. | was a big fan of WeWork, as a customer of WeWork. And I'm a fan of Casper and these other
products. Those products managed to achieve customer satisfaction and demand, but they never got the
efficiency right, and so the whole business just never worked at scale.

FROCERIR:

XEEB = MO K (Demand). HEE (Satisfaction) FIE (Efficiency) . HIANRERIIE
158, RAXSHMAEENX PMFRIRZEBX—H, AMIBERR: ‘B, XB—&=m, AIEXRE, XR
4%, Xgh PMF,” BfRE, BL™@E, LLiNFKE WeWork BIESER A, FHEIR Casper Fiofh, XL~ AR
WK T EFHBEEMER, BENMIMRBREERGR, FIEMNSEMENRIREITRE,

[00:18:18] Todd Jackson



English:

And my partner, Brett Berson, at First Round, he gives this example of the $100 vending machine, and |
really like this example, which is imagine | built a vending machine and | stuck it in the middle of San
Francisco. And you walk up to this vending machine and you put a dollar in and $100 bill comes out. And
that's the product. That would have insane demand. There would be a line at that vending machine. |
think people would be extremely satisfied. They'd be like, "This is awesome." The retention would be
very good. I'm sure they would come back tomorrow. But the whole thing is it's ridiculous. The whole
metaphor is ridiculous because it's just not viable to do something like that.

AR ERIE:

FK1E First Round B9& KA Brett Berson 23— “100 EcEHBERN” H6F, HIEEERXMIF: 18
R—THRET—SBELEN, REBRELUTHO. FEDE, AN 1%EmT, EMMEE—K 100 ETHPE,
XHET M. XEERENER, ERNMFISHER. BBANSIERRE, 087 “XXET” . BEERY
SIEEY, REEEMINBRESER, EEGEEREN, XMW ZAAURE, BRRAXEMIRRNT AT

£

[00:18:59] Todd Jackson
English:

And yet you see a lot of startups kind of do this. They're basically with their products, giving away $2 for
$1 and it gets them pretty far. But that's not real product-market fit. And so that's one of the reasons that
we think efficiency and how you think about the economic model of what you're doing is very important.
And then this other aspect that I like, which is we have this concept that we call the marginal customer,
and the next incremental customer you're going to get for your company, for your product. And if you
have product-market fit, and as you are progressing along this journey, the marginal customer should be
getting easier and easier and easier to get, easier to acquire them, easier to give them good service with a
good product.

AR ERIE:

SAT, IREFIRSMIRARMEMXHE, MINEX ELRTEAFRIU 1 ETHNNEEL 2 ZaNE, XiE
ILENERRIZ. EXHARHEIER PMF, XN ATNPANEER URARINFEE I SHLFREFEE
ENRERZ— Z—IMHRERNAEEENTZA “BFFRER” (Marginal customer) BI#EER, BMRAQEH
FamIREE T — Mg R A MRIRAE PMF, FHEETEX—REPFIH, BARBIAGEF NIZEFERES
BH—ERZRNM), ERZBEFIT At REFIRS,

[00:19:42] Todd Jackson
English:

And that means your efficiency is increasing along the way and your product-market fit is strengthening.
So you've got to have all three of those things: demand, satisfaction, efficiency. But the interesting thing
is that you don't go for all three of them at once from the very beginning. And so product-market fit, it
happens in the sequence of levels, it happens over multiple years. And for the best enterprise companies,
| would say they tend to reach extreme product-market fit in roughly four to six years. There's some
variance, but roughly four to six years. And so we label these four levels. We say level one product-market
fit is nascent product-market fit. Level two is developing, level three is strong, and level four is extreme.
And that's where you want to get.

FRCERIR:



XEREMPRREIEFAURS, (RBY PMF WERETINSR. FRARBAIEASEX=R: FR. HEREM
MK, BEBEE, (RAFTRM—FIERMERERX =R, PMF 2RERIFFLEN, BEZE, HTFRMF
MW ARS AE], HAILRMITEREEARNMEEINERNREIRE PMF, BASEER, BARENEIRE,
HFHNEXEANFRITIEN: F—REHFH PMF, F-REREH, F=ZRKIRI, FORERBH. X
M IRRAEIR Bir.

[00:20:26] Todd Jackson
English:

Along the way, you're trading off these three dimensions: satisfaction, demand, and efficiency because
they're intertwined. You could spend a bunch of money on marketing, and that's going to increase your
demand, but you're decreasing your efficiency if you do that. You can invest a bunch in efficiency and
automating a whole bunch of stuff, but that actually might harm the customer experience and you're
reducing satisfaction. So that's an interesting thing, | think, is you're actually making trade-offs at each
level and what you should optimize for at each level is different. And so we talk about all these signs,
whether you're getting stuck at a given level, how do you get unstuck and how do you progress along this
path.

FRCERIR:

EXNERER, MREEERHEE. FERNYERX=AHEZE#HITEG, BRAENBRAE—EN, RETLE
RERMEH, XIMEMER, ESFEBR, MATURNAERSRENEHLNBL, EXTEIHNE
ERRLE, REBEE. FIUEBHNE, RESTHRIESEENE, 8T RFINEZRAENERBERE. &ilx
WICFEXEDR: RESFETENRA, MERER, URINAGEXFREFH,

[00:21:01] Lenny Rachitsky
English:

Amazing. And we're going to go through each of these. And the idea, as a listener, what I'm thinking is
you're probably in one of these buckets. What we're trying to do is help you out of that bucket and help
you move further up the ladder to the next level. So just to summarize, | have my notes here. So there's
essentially four levels of product-market fit, basically, the strength of product-market fit that you have:

nascent, developing, strong, extreme.
FRZERIE:

KiET o BB ZE—INEXLE, FARR, FAMAEELTFHEP IR, FHNZMBIZEMBEL AR
B, BirmEs—%a#. 24—T, RXEFEC: PMFEAEENNER, ARTIRABEN PMFRE: 8
SFHA. REHA. SRINERFOAREHA.

[00:21:24] Todd Jackson
English:

Yes.



[00:21:25] Lenny Rachitsky
English:

Okay. And then you have three dimensions within each of these levels: satisfaction, demand, and
efficiency. We're going to talk about what all these mean and how you use these. Let's talk about level
one, nascent product-market fit. What does that look like? What do you do when you're there if you're
stuck? And what are some examples of companies that felt nascent product-market fit?

AR ERIE:

o E/NFRD, (FBBEZNEE: RERE. FRMUE, HTIRITIeXELERNES X UARNEAERENT.
LTINS —2K: BBHFH PMF, EEBEKRZEHAREN? NRMRREBEZELN? EMEQTNZHIHH
HA PMF B9631IF?

[00:21:44] Todd Jackson
English:

Yeah. Okay, level one, nascent. So at this point, you're probably like a pre-seed or seed stage company.
You've got less than 10 people on your team. And at level one, your job is to find three to five customers
that have a particular problem that is worth solving and to deliver them a satisfying solution. And you got

to pick a problem that is both important and urgent to them.
FRERIE:

@8y, %, BEFH. EXTOMER, MAURE—RMFAIIE (Pre-seed) S FRAE, FEAMALKARE 10
Ao EE—R, MBESEHE 3 2 5 M EIRREEEFBRNEANEF, FAtiHREBENAERTS .
fRTEFE— PRt IR EEER X R 2 RYR).

[00:22:08] Todd Jackson
English:

And the solution that you deliver needs to satisfy some kind of promise that they care deeply about. So of
the three dimensions that you just recapped, Lenny, it's satisfaction first, demand second, efficiency last
when you're at level one. It's actually okay to be inefficient at this stage if it helps you uncover something
that delivers an insanely good customer satisfaction. And so | think that one of the best examples | can
think of that is this company called Vanta.

FROCERIR:

R ERRR S RRE R IR TRIKENAE, FREL, Lenny, EMRNIA SEN=1HES, F—RE:
ARES—, BREZ, ¥XRRE. EXTHEK, NREBEREFRAI —LETRRERTFARENKRA,
PBERTEAUIEZH. HBRNRFHIFFZ—FZE Vanta.

[00:22:37] Lenny Rachitsky

English:

Love Vanta. Also, a happy sponsor and I'm an investor. What a great example.
R EE:

KEX Vanta, EHERBEENEE, MEARRENREE, AR MBENGIF.



[00:22:42] Todd Jackson
English:

What a great example. So Vanta was founded in 2016 by Christina Cacioppo, and she had come from
Dropbox and we got to work at Dropbox together, which was awesome. She was the PM of Dropbox Paper
at that time. And so Vanta, it's a company that does compliance automation, continuous monitoring. And
most startups think of Vanta is how you get a SOC 2, but they didn't do that at first.

FRCERIR:

KRN 4FHIF. Vanta B Christina Cacioppo F 2016 81z, #ti5kEH Dropbox, {1 7E Dropbox H%
o, BREENRIE, HEHRZ Dropbox Paper = @&ZIE, Vanta B— K& BEIEAIFEEIENAT, K
ZEANBIATIAA Vanta ZIREX SOC 2 IAIENT A, B EHAZRMX Y.

[00:23:03] Todd Jackson
English:

And | remember in 2018, Christina and | went on a walk around the South Park neighborhood in San
Francisco. And this was the first time | heard the idea of Vanta. And she had actually, in 2016, 2017, tried a
few other ideas. She had this smart speaker that would record meetings and it would send meeting

summaries over Slack.
Fh>CERIE:

IICIFE 2018 £, Christina MK ZIHEWLRIRE AR (South Park) MEEEY, BBERIHE—/RIFI Vanta AU
Bo EFR L, W7E 2016, 2017 FXRHIEHM/LMEZE, MBMI—NEESE, TUIERFINFET Slack
RIEZWEHE,

[00:23:24] Lenny Rachitsky
English:

B2B Alexa is what she called it. | remember.
FRERIE:

WEE “B2Bhr Alexa” » FHidf5.

[00:23:25] Todd Jackson
English:

B2B Alexa. And she had this other idea, something about dropshipping, but she didn't know anything
about dropshipping. And she had just been in this mode of like, "We're building stuff and then we're
seeing if anybody wants it." And then she realized that wasn't working and she changed what she was
doing. And she started talking to potential customers, and she was very interested in the idea of security
and why a lot of startups didn't use any security products.

FRCERIR:

B2B Alexa, #iFHTHF—MXFH %S (Dropshipping) BVARI%, B LLE—TLF,. iR —BLF
“‘HiEELFRA, BEEREARE” RN, BEROFIRFIXITAE, TEAETHME tABEEER



PR, R eMRAURATARSIEIARNNMEREMNR L mIFE B,

[00:23:48] Todd Jackson
English:

And she was talking to security engineers and CISOs and just CTOs and startups. And she would ask them,
"What is the thing you hate most about your job as it relates to security?" And over and over and over
they would say, "I hate filling out the security questionnaires. | hate doing the compliance audits. It's so
much grungy manual work. I'm in there filling out spreadsheets and taking screenshots of my AWS
account. And the whole thing just doesn't make sense." And she had actually felt this herself when she
was on Dropbox Paper and the experience of getting a SOC 2 was onerous.

FRCERIR:

w5%eTiRM. BEEEREE (CIS0) UMMEIQARM CTO 13Xk, miEth(]: “ER2MBEXBIIE
B, RERITRAA? 7 il —BX—EHEE: “HITREERERE, HITRBEMHET. BEXSHEN
KH7ET . HIENEHIEBFRE, LI AWS IKFPEE. BHEHEFAER,” ftEH S Dropbox Paper
B F SRR —R, HEIRE SOC 2 IAERS IR A B,

[00:24:26] Todd Jackson
English:

And the reason that she needed to get it is because we wanted to start selling Dropbox Paper into
enterprise. And so she said to me, "There's this pain out there, | think | can solve it, and | think there
might be a revenue unlock." And I was like, "What do you mean by that?" And she was like, "Well, I've got
these first few customers or design partner, pseudo customers. It's Segment and Front and Figma." And
this is 2017, '18. So these companies were smaller at the time, not the big companies they are now. And
she was like, "Yeah, they're trying to sell into Fortune 500 companies. One of them is actually trying to
land a Fortune 10 right now. And they said the thing that's holding them back is they don't have
compliance certification, they don't have a SOC 2.

FRCERIR:

i PR EXMAME, BRABITEFBEE I EHE Dropbox Paper, FREixiFKi%: “IMEEXMES,

OLSFRBERRR, MEFKIANXTRESMEBIMBN.” FEif: “TXRAARRER? 7 hii: “BEFEF—HMHEF, &
BRI AR, HEEF, tbi0 Segment. Front #l Figma,” B2 2017. 2018 &, XLENF)HBIHIEELL
BN, FMRIERXRAK, hii: “EH, MMEXERME 500 BAFRHE” R, HA—REEZEEFH—KU
= 1058MEF. til3ERRRNEREZMITEE SMIALE, &8 SOC2,”

[00:25:08] Todd Jackson
English:

"And | told them, 'Hey, what if | do that for you?' And they were like, 'Oh, you can just do that?'" And she
was like, "Yeah." And she did it, and they landed the deal. And it's one of the clearest examples to me of a
product that satisfies a promise, but this product is going to unlock revenue for you. You are going to be
able to land this enterprise deal. And so | think they just did a phenomenal job of that. And that's what
you're looking for when you're at level one, a problem that really matters to three to five customers.

AR ERIE:



FEIFMA): IR, MEHBRMEBEXNE? T MR 1R, (REMNERE? T i BT il
AT, KK T ER MR, XRRBEMPOFZ— — P FmRIT —NEE, MXNEEERMR
RSN —ILIREEBB IR E R R Ho FINNMNTEX—R EMFIFE LB, XMEBIRESE LT
BURE: — 13 3 Bl 5 PEARNEEEENR,

[00:25:41] Lenny Rachitsky
English:

That specific example, | think she delivered a spreadsheet. There was no product, she just manually filled

out a spreadsheet and gave it to them.
R EIE:

ERNEENFFH, FERUITHNE—TEBFERE. SNREALETR, MRARFeHRFRBAGR Gt
B

[00:25:49] Todd Jackson
English:

Completely manual. She was the one behind the email address posing as the Al, but doing it herself. And |
think that's revealing of it's okay to be inefficient at level one, as long as you are delivering incredible
satisfaction.

AR ERIE:

TEEFHIN. WREBRFHEMUEERERZ A, EXEECETE. HIANAXHRATES &K, REXE
AILUERY, RBRERHRSHHEE,

[00:26:03] Lenny Rachitsky
English:

Yeah, | was just going to say that. This is the ultimate example of efficiency is not important, which | love,
is what you're pointing out at this step. | know you're going to share another example, but just to
summarize what this stage feels like from earlier when you talked about, essentially, of less than 10
people, you're trying to find three to five customers. | think that's so important. You're not trying to find
tens or hundreds, you're just like, "Three to five people." And the customer element, | imagine, you're
implying they're paying you money.

FRCERIR:

BH, RERREXD. X “WERAEER” NARES, REBSNMEX—THELHIX—R. RAMBREE
DEF—MIF, BREE—TXMMEROBE: ENRZAIHREIR, FAAREI10 A, RERXEIH3IE 51
B, HEGXFEEE—MARER/LTIH/LED, RRE BESHAN - MAXTERXITER, HE
REVE B E S IR

[00:26:29] Todd Jackson
English:

Yes, they're paying you money and you're delivering a product that solves a problem for them.



FRSCERIE:
=8, tiHRER, MRS —DEEA M 1ERRIE A o

[00:26:33] Lenny Rachitsky

English:

And the product could be potentially a spreadsheet or super Wizard of Oz at this point even.

R EE:

MEEX MR, FREETJEIR—TBFRE, HERBER “@FE" A (ATHhEBEDIN).

[00:26:37] Todd Jackson
English:

Yeah, that's okay at this level.
R EE:

EHY, EXERAZIR,

[00:26:39] Lenny Rachitsky
English:

| know RAMP actually had barely a product when they started selling. Initially, they had someone just
updating things behind the scenes on these dashboards. And then you talked about the problem needs
to be important and urgent, which connects to people paying attention to a startup that they don't trust
or know anything about because the problem is that important and urgent. And you also mentioned it
has to satisfy a promise you're giving them, "We'll solve SOC 2 for you," and then you actually accomplish
that.

FRZERIE:

FHAE RAMP EFHAHER /L F&E~m. &7, MINRIRBILAZEREEFHEMNKRE LREBIE, BERRE
FRBELNRERBE RN, XERTAFAANMIZKE-RUNFEE. BE-LRANTLIATE, FEARE
PEFELEREE. XERT . MERIESRAIIRLGMINNARE, il "B AIRER SOC2 HE ,
REIRHRRMET

[00:27:03] Todd Jackson
English:

That's right.

FREiE:

o

[00:27:03] Lenny Rachitsky

English:



Is there anything else maybe as a benchmark that tells you you're at this step of product-market fit?
FRZERIE:
BEAEMIEERTUERANELTF PMF 89X ERID?

[00:27:10] Todd Jackson
English:

Yeah. So like | said, you're pre-seed less than 10 people. Probably, your demand source at this stage is
mostly people you know. It's friends and family, it's your network, maybe it's VCs. You haven't probably
done a lot of cold outreach at this point, and it's hard to find customers. You're trying to get three to five.
It probably takes you 20 warm intros to get one, something along those lines. So maybe to get to three to
five, it's at least 50 conversations. That's very normal at this stage because you're just trying to find the
right problem and find customers who have it. You're probably in the $0 to 500K ARR, somewhere in that
zone. | would say that you're at level one.

FRCERIR:

BHY. sEFORY, REFMTFRIE, T2 10 Ao EXTMER, REIBRKFEAEAZEIRINRHA: k. R
AL TRESARK, HERBNR, ILERAIEERZMAZE2BEISMNX (Cold outreach) , MMERMEEIZF. R
EENFMIE S5 NEF, FAIEFE 20 MAANBA R —1 FIUERE 3RS IMER, EDFES0R
Wid. EXTHMBEXRIERE, FARIZREIHERNRENBEZRENZF. FBYARR (FEZEMEBN)
FIHETE 0 B 50 HErtzial,. RRWEMER —RKo

[00:27:48] Todd Jackson
English:

And then there are metrics to track efficiency, things like burn multiple, gross margin, NRR all of these
things. All of them are just not applicable at this stage. It's too early and you shouldn't be worrying about
that stuff. And so you want to be feeling this sense of progress that there are customers who need what
you are building and the thing you're building works. And so conversely, the signs that we see a lot of
founders get stuck, and this is a very common level to get stuck. And so if you're hanging out here for six
months, nine months, 12 months, and there's yellow flags that are appearing, you're starting to feel
stuck.

FRCERIR:

ETHENMENIER, LLMNBREMEE (Burn multiple) . EFZE. NRR (#RNBER) FF, EXMHERE
FEM. MAEREKRR, MAZEOXLE, MNZBZE—MHER, EEFRFTEMETHRIARA, MAMR
WENRAERBILER. RIKE, RMNBIRSUVBAFREXE, XBFEERORTHER. NRMAEXEH
@76 MA. 9MBEE121MA, HEHM T —EHREE, (RMABRBIBEET.

[00:28:24] Todd Jackson
English:

And so the yellow flags are something like, let's say, your product disappeared overnight, your customers
wouldn't be super disappointed. Let's say you have a handful of happy customers. Let's say you've got
four or five customers, but the most important feature is actually different for each one of them. That
starts to look a little bit more like a consulting business than a product business. Or it just feels incredibly



hard to find the marginal customer, the next new customer. Or your usage is low. The product is in their

hands, but the usage is low, it's not growing that much. It lasts for six months.

R EIE:
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[00:28:55] Todd Jackson
English:

And | think, there's a really good example, Jack Altman, who's the founder of Lattice, he founded Lattice
in 2015. We've talked to him a bunch on the First Round Paths to Product-Market Fit and other things. So
for those who don't know, Lattice is a people management platform, but it didn't start that way. And most
people don't know about this, Lattice actually started as an OKR tool back in 2015.

FRCERIR:

AR T —MEIFHIGIF, Lattice BIBIIAA Jack Altman, fB7E 2015 &7 T Lattice, A 17E (First Round
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[00:29:15] Lenny Rachitsky
English:

Oh, didn't know.

FSCEiE:

MR, FEEAHE,

[00:29:16] Todd Jackson
English:

Yeah. And so Jack had just seen this at other companies. He's like, "Okay, companies are doing OKRs, but
they're not very good at it and it causes a lot of arguments among the executive team and employees are
noncompliant. They think the whole thing's dumb. So | can fix that with software." And so the original
version of Lattice was for managing OKRs. And he was able to sell it. And so his buyer was the head of HR,
and they said, "Okay, yeah, we'll give this a shot." And he had a couple companies using it, and they
would use it for one quarter. And then the next quarter would come around, and they were like, "Didn't
go that well last time. | don't know, the employees don't seem to like it. | don't know."

FROCERIR:
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[00:29:59] Todd Jackson
English:

And then the quarter after that, they were like, "No, we're not buying this, we're not using this." And so
Jack pulled off the pivot to people management. And the way that he did it was he actually kept the
persona. And so this gets into the ideas of the four Ps, and I'll talk about this a little bit more. This is our
version of the four Ps. You've got the persona, the problem, the promise, and the product. And all four of
these things have to line up. Your product has to deliver a promise that solves the problem of your
persona. And so Jack actually kept the persona. He was like, "I've gotten to know these heads of HR really
well over the last six to nine months. | text with them, | go out to coffee with them, I'm friends with them, |
know them really well. This OKR thing just doesn't seem to be a big deal for them, but they've got other

problems that | could look at solving."
R EIE:
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[00:30:53] Todd Jackson
English:

And the interesting thing was that timing, it was mid-2010s, performance management had started to
come back in favor. It was like this pendulum. There was a period of time where performance
management was really important, and then all these companies were like, "We're not doing this
anymore." And then the pendulum swung back, and around 2015, 2016 was that time. And so Jack
literally showed them Figma mock-ups. There was no product, but he's like, "What if | could solve
performance management for you in a way that is much more modern and much more employee-
friendly and manager-friendly and the whole thing's just going to work better?"

FRCERIR:
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[00:31:25] Todd Jackson
English:

And the response was off the charts. And people wanted this thing. And | believe he sold his first five or 10
customers with Figma mock-ups. Before, he hadn't built anything really. And so that, | think, is an
interesting example of he was stuck in the zone of people didn't love what he was doing. He kept the
persona, but he changed the problem that he was solving and the promise he was delivering through the
product. And we do a whole section on pivots and when to pivot and how to pivot. And | think this is



actually the best framework for this, is the four Ps. Lattice kept the first one but changed the others. Vanta

changed all four.

RS ERIE:
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[00:32:08] Todd Jackson
English:

There are other products like Plaid that actually kept elements of the product they were doing. So | don't
know if you know the story of Plaid, but Zach Perret was building... Plaid started out not as like a API for
bank accounts. It started out as a consumer budgeting app. It was a consumer app. And it just was
supposed to help you save money and budget and stuff. And it just wasn't that popular. And the founders
were frustrated, but they had built this part of the product that enabled the app to connect to your bank
accounts, and had solved all the nitty-gritty issues with that. And then they found that their friends
wanted to license it from them.

AR ERIE:
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[00:32:46] Todd Jackson
English:

So Zach had a friend at Venmo who wanted to license this, and they got Robinhood at some point, they
got Coinbase at some point. So that's an example of they actually kept a lot of the code that they had
written. They kept the product, but they completely changed the other three Ps. Instead of solving for
consumers who have a problem with budgeting, we are going to solve for developers at fintech
companies who have a problem connecting to bank accounts. And it was a total flip of the four Ps. But
that's why | really like this framework because | think it really helps founders think in a structured way
about this.

AR ERIE:
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[00:33:15] Lenny Rachitsky



English:

Todd, this is amazing. I'm so happy we're doing this. | think this is going to help a lot of people. | want to
move on to level two, but first let me try to summarize some of these key elements. So these four Ps is
essentially what you should try to change if you're stuck in this level or any level. And just to summarize,
you can change who you're targeting, the persona, you can change the problem you're solving, you could
change the way you're pitching it, which is the promise is how you describe it, basically positioning. And
then you could also just change your product. You mentioned Vanta changed all four, some companies
change just one. Any advice for how to know which of these to change? What points you to change this
versus change that? Is there anything that you've seen?

AR ERIE:
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[00:33:55] Todd Jackson
English:

| think different founders approach this differently. And I've seen a lot of founders who are build first and
then sell, and I've seen a lot of founders who are sell first and then build. And they can both work. | tend
to gravitate towards the, "I want to sell it before | build it," because | really want the signal from
customers and | want that to be the guide and the oxygen that drives what I'm building. | find that very
motivating. | also find it easier, honestly.

FROCERIR:
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[00:34:25] Todd Jackson
English:

Rather than guessing like, "Oh, I'm going to write 50,000 lines of code and then see if somebody wants
this thing," | think it's better to talk to a bunch of customers, know that, "Hey, if | had this thing, if | could
build this thing, | know it would sell. | know these people want this thing." So | tend to approach it from
that point of view and therefore, | focus on the persona and the problem and the promise. What is the
promise that is really going to click for that buyer, for that persona? And then the product's job is to

satisfy those first three Ps really.

FRCERIE:
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[00:34:55] Lenny Rachitsky
English:

And obviously, those are much easier to change and play with versus rebuilding your product. So if
nothing else, you should probably start there. | actually have a post with a bunch of awesome examples
of changing the positioning, changing the persona, and so we'll link to that in show notes if people want
more examples. Finally, let me try to summarize the stage. So | think it's important to note at this nascent
stage, it's not roaring product-market fit. It's, as you described, very nascent. You're getting customers,
butit's hard. You said it's 20 introductions to one sale, but you're getting them.

AR ERIE:

B, HTH=PLUERARTRESZ/TS. A, EVMEZMABERKR. REXAT—RXE, EH
BREZXTHREEM. HEEGVLEFF, MRAREEESZEL, RNSEBEERETTEENE. &F,
URHABSLE-TXIMNR. HRABEEN—RE, EHEFMER, PMFHREIRM “BWMRT B0RES. EMN
fREFIREY, EIFREMER. RERSEF, EIRRBM. MRIARL 20 MNEF MR —F, BIRHKENR

AN
Xo

[00:35:25] Lenny Rachitsky
English:

| know Retool has a great quote. David has this quote of, "Every customer he got early on, he felt it was
the last customer he was ever going to get. No more people want this thing and it's always a struggle." So
| think that's very normal, is what you're describing. The beginnings are rarely off and to the right. And it's
okay if this takes a while. You said that if you spent 12 months at this stage, you're probably stuck in the
stage, and signs that you're stuck in this nascent stage versus this is actually normal. Signs you
mentioned are if you ask people if this went away and they wouldn't be disappointed, they'd be like,
"Nabh, all right. It's cool."

FRCERIR:

FHiE Retool BAIRE, David iiid: “RERBHNES—IEFR, tERESHRMEFINEE—1TEF. B
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[00:36:01] Lenny Rachitsky
English:

You have many customers, but they're using different features of the product. So to you, the way you
described it, essentially, you're professional services for them. You're not actually building a product. You
consult a lot of people. And then they're actually not using it often. They're buying, they're paying for it,
like the last example, but they're not necessarily using it and they're going to churn pretty quickly.

AR ERIE:

HEMBRZER, EMIERN~RINESAHERE. FRAXNIRRIR, ENRERE, RABL2ENMBITE
MEWARSS, MARENES M, FEGEEANRZAME T, EEMZMIIEF EHALEERE, thii1E
T, BTH GMELE—MEF), EFR—EER, MAERRMERK.



[00:36:19] Todd Jackson
English:

That's right.

FRCERIR:

Ao

[00:36:20] Lenny Rachitsky

English:

Anything else you wanted to touch on there before we get to level two?
FEiE:

EENE Rz, BEFAE M TNG?

[00:36:23] Todd Jackson
English:

The last thing that I'd add at level one is there's this founder from a company called Persona, his name is
Rick Song. He's super awesome. Persona is a First Round company. They do identity verification. And
Rick's analogy, | just love it for level one, is you don't want to get friend-zoned by your customers, where
your customers like you, but they don't love you and they don't need you. And he was super paranoid
about this in the early days of Persona. And his technique for doing this, which I really like, is super

simple, was he was very close with his first five or 10 customers.
R EIE:

EE—RHBHENRE—HER, E—FKW Persona BIATIRILIIAA Rick Song, fthiEE HE, Persona 2
First Round BN AT, MBMIIE. Rick BMNXFE—RWLLHBZIEEEW: (RAEBEEF “AFAF
(Friend-zoned) , BIEFPENRIR, BREIR, LAFEIR, 7E Persona RHA, MIxttbIEE MR hbEX M4
ENHERIEEENR, MABAESR: 5a15 2 10 MEAFRFFEEENXR.

[00:37:00] Todd Jackson
English:

And he would go to them and sit them down one-on-one and say, "l need your help. It is very important
to me that this company succeeds and does not fail. So | don't want you to be nice to me. | want you to
tell me is Persona a necessity for your company? If we went away, how painful would that be? If a
competitor came along that charged half as much as us, would you switch to them?" And he's really
trying to get to the essence of: is Persona critical for you or am I in the friend zone? And | just think that's a
really great way of thinking about this.

FRSCERIF:
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[00:37:35] Lenny Rachitsky

English:

| love that story. It's like in a relationship, it's the talk.

R EE:

BRERZMEE. MEE—BRRBE, WHE M %%

[00:37:37] Todd Jackson
English:

It's the talk.

FSCEiE:

TR RERE,

[00:37:38] Lenny Rachitsky
English:

"Are we a thing?" | love that. That's so good. The sooner you know the truth, the better. And it's hard to
hear bad news, but | love that, just advice of just sit them down one-on-one. Let me tell you about
CommandBar. If you're like me and most users I've built product for, you probably find those little in-
product pop-ups really annoying, "Want to take a tour?" "Check out this new feature." And these pop-ups
are becoming less and less effective since most users don't read what they say. They just want to close
them as soon as possible.

FRCERIR:

FNNXBERAERENL? 7 HERX D, AT, BRENEERES. SBARTESRER, BRENXME
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[00:38:08] Lenny Rachitsky (Sponsor: CommandBar)
English:

But every product builder knows that users need help to learn the ins and outs of your product. We use so
many products every day and we can't possibly know the ins and outs of everyone. CommandBar is an
Al-powered toolkit for product growth, marketing and customer teams to help users get the most out of
your product without annoying them. They use Al to get closer to user intent. So they have search and
chat products that let users describe what they're trying to do in their own words, and then see

personalized results like customer walkthroughs or actions.
FR ERIE:
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[00:38:36] Lenny Rachitsky (Sponsor: CommandBar)
English:

And they do pop-ups too, but their nudges are based on in-product behaviors like confusion or intent
classification, which makes them much less annoying and much more impactful. This works for web
apps, mobile apps and websites, and they work with industry-leading companies like Gusto, Freshworks,
HashiCorp and LaunchDarkly. Over 15 million end-users have interacted with CommandBar. To try out
CommandBar, you can sign up at commandbar.com/lenny and you can unlock an extra 1,000 Al
responses per month for any plan. That's commandbar.com/lenny. Let's talk about level two. So what
does level two look like? And what should founders be focusing on when they're in level two?

FROCERIR:
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[00:39:19] Todd Jackson
English:

Yeah. So level two is developing product-market fit, and your job at level two is now you've got to go from
five satisfied customers to 25 satisfied customers. And so now you've got to start thinking about demand
in addition to satisfaction. Because it is very hard to just grind your way all the way to 25 customers with
sheer willpower, but you can do that to five, maybe 10. And we see some founders who just have
phenomenal willpower and grit and grind their way to five or 10 customers. To get to 25 and to get
beyond 25, the product has to be doing a lot of the heavy lifting for you. And so that is the essence of this
level.

FROCERIR:
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[00:39:58] Todd Jackson
English:

So if you're at this level, now you're seed or Series A style company, maybe you've got up to 20 people at
the company. And you're starting to work on this demand source where you have the early signs of a
scalable channel, and it's not just warm intros from your VCs or from your friends. You're maybe investing
in cold outreach and getting that tuned and humming. You might be investing in content, you might be
doing community events, but the whole idea is you're trying to scale the demand source. It's still not



easy. A benchmark, we would say, is that your sales conversion without a warm intro is still probably
10%, something like that.

AR ERIE:
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[00:40:38] Todd Jackson
English:

First call to close one is around 10%. If you get higher than that, that's great, but that sort of benchmark
for this level. You're in anywhere from the 500K to five million ARR zone, that's a hallmark of level two.
And you're actually starting to think about efficiency metrics and sales metrics. You might starting to be
thinking about magic number, which is a new ARR that you take in in a period divided by the CAC you
spend in that period, so something in the 0.5 to 0.75 range. You want to get higher eventually, but that's
pretty reasonable for this level.

AR ERIE:
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[00:41:10] Todd Jackson
English:

You're just starting to think about retention. You've been around for a year, so you've got renewals and
you want those renewals renewing. Maybe something like 10%, 20% regretted churn is okay. You don't
want to be higher than that, and you want your NRR to be at least 100%. And then things like gross
margin and burn multiple, they're still not the focus. Those are the classic efficiency metrics. They're not
the focus right now.

FRCERIR:
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[00:41:30] Todd Jackson
English:

But we would say you want your gross margin to be not worse than 50%, and you'd want your burn
multiple to be not worse than five X. Your burn multiple, by the way, is just how much you burn in a
current period versus how much new ARR comes in. So if you burn $5 million and you take in one, then
you've got to burn multiple of five. And you don't want to be worse than that at this stage.

FROCERIR:
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[00:41:51] Lenny Rachitsky
English:

Amazing. There's a lot of these benchmarks which | love. | imagine not everyone's going to hit each of
them exactly. These are just rough guidelines of like, "You're probably in this stage if you're in this level,"

right?
FRERIE:
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[00:42:03] Todd Jackson
English:

Yeah, exactly. There's some wide bars around these metrics. It's just representative of, generally, the stage
of five to 25 customers.

AR ERIE:
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[00:42:10] Lenny Rachitsky
English:

| love it. And it's so interesting that people think of product-market fit, as you said, as this binary, "I have
it or | don't." And the way you're talking about this is in this level to developing product-market fit, a
company has 25 satisfied customers, they're over five million in ARR, a lot of cases they have 20
employees.

FROCERIR:
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[00:42:28] Todd Jackson
English:

Between 500K and five million. Yeah.
R EE:
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[00:42:31] Lenny Rachitsky
English:

500K and five million. They have 20 employees. In theory, you would think this is a roaring success.
They're killing it, they have all these customers, they're growing. But it's still just level two of product-
market fit. So | think this has a really interesting insight, and it reminds me of when | did a bunch of
research on product-market fit.
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[00:42:49] Lenny Rachitsky
English:

So many founders are like, "I never felt that product-market fit. | didn't have it. It was always, 'l don't

know, maybe when we get to 100 million ARR, I'll really feel like we got this." So I think this is a really
good reminder that a lot of times you're not actually going to feel so confident this will last, and you're

going to get to lasting durable product-market fit. So | think that a really great insight here.
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[00:43:12] Todd Jackson
English:

Yeah. And the thing that's really, | think, the hallmark of level two is you've got a product that a handful of
people like. It's satisfying a critical need for them. Now you've got to open the demand floodgates so that
we can get to 25 customers and beyond. And different companies do this in very different ways. It's much
easier said than done. Looker is an example. So Looker is a First Round company founded in 2012 by
Lloyd Tabb. They do business intelligence. And Looker is interesting because they spent actually a long
time at level one, but then flew through level two.

FROCERIR:
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[00:43:59] Todd Jackson
English:

And the reason is because Lloyd, the founder, the first five customers of Looker, he was basically going in
and doing consulting for them. And the reason is because of the nature of the product. People don't get



Looker until they see their own data in it, and their data is modeled and they see the dashboards and
they're like, "Oh, my God. Wow, | didn't realize these insights." So Lloyd understood Looker is not a
product you could sell with Figma mock-ups. And so what happened was Lloyd would go into these
customers, spend 20, 30, 40 hours before they were even a customer, modeling their data, teaching them
how to use it, showing more people within the organization the power of the data and the dashboards.

FROCERIR:
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[00:44:32] Todd Jackson
English:

And later, they called this their forward deploy process. This is how they figured out sales. And so it
actually took them a long time in level one to get this right, but then they were able to do this repeatably.
And so they went from five to 25 fairly quickly, and a lot of amazing... 75% close rate because they were
only selling customers who were already using it. There was zero churn. And Lloyd explains once he got to
20 customers, he's like, "I know I'm onto something. And | think | figured out a model."

FRCERIR:
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[00:45:03] Todd Jackson
English:

And the model stayed the same until they ended up selling to Google. And so they did these other things
too. They started focusing on demand channels. They got a couple SDRs who were prospecting. | think
they did some partner marketing with AWS Redshift. They did these look-and-tell customer events in San
Francisco where they got Looker customers together to talk about what they were doing in Looker and
how they built the product. But really, the groundwork was set at level one and then they moved really
quickly through level two.

AR ERIE:
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[00:45:32] Lenny Rachitsky

English:



So again, the way to think about this phase, is this is when you're starting to scale a way to drive demand.
You're not just grinding sales, cold outreach. There's a way you're starting to bring in customers that are
more efficient. And in Looker's case, they just started coming because | imagine there's word of mouth
and people started to talk about it.

FRCERIR:
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[00:45:50] Todd Jackson
English:

Yeah. Let me do another example. A really different example is a company called Ironclad. Ironclad, it's
legal. It's a legal tech company founded in 2015. Jason Jason Boehmig is the founder. Al-powered
contract management software. So this was interesting because Jason, he started out calling this an Al
legal assistant. And in 2024, people are like, "Oh, Al legal assistant. Yeah, that's awesome." But in 2014,
people were like, "What?" And he found it really hard to sell. No one was looking for an Al legal assistant.
And so he told us this story.

AR ERIE:
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[00:46:29] Todd Jackson
English:

There was an email address on the Ironclad homepage, hello@ironclad.com. This is in 2015. And he
doesn't get very much email, but Jason is checking the email. And one day he gets this one line email,
and he almost archives it because he doesn't know who it's from and it's one line. But he sees that it's
from a person at a publicly-traded company, and so he's like, "Oh, maybe there's something here." And
the one line email is just, "Are you a CLM?" And he was like, "What is a CLM?" And he Googles for it. ACLM
is a contract lifecycle management platform. And he's reading up about CLMs, and he's like, "Oh, we do
that. Yeah."

AR ERIE:
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[00:47:08] Todd Jackson

English:



And so he replies to the email, "Yes, we are a CLM." And the customer gets them on the phone. And the
customer says, "Oh, I'm in the market for a CLM. I'm looking at 10 or 12 different vendors, but you guys
look pretty cool because there's some automation and some Al stuff going on. Can | check this out?" And
Jason's like, "Of course." So he and his co-founder take the train from San Francisco down to San Jose.
And on the train, Jason is telling his co-founder, Cai, "Hey, | need you to code this up right now to make it
look like what this customer is expecting.”

FROCERIR:
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[00:47:42] Todd Jackson
English:

And they get to the meeting, and they do the demo. And the customer has no idea that they just made
this demo on the train, and they're a very small company. And they win the contract against these 10 or
12 other established bases, because Ironclad, it's more modern, it's automated, it's got this Al stuff. It's
just a better product, or the demo looks like it's going to be a better product. And so Jason reflects on this
and he's like, "Yeah, the thing for us is we had been trying to create this new category of Al legal assistant,
and it was just a slog.

FRCERIR:

TER SN T BT, BPEEFAEXNEREMIEANE LIHS, BARMEMRITIRE—RR/N
NE. RAMITEM T AR 10 2 12 REMHNERIF 7T AR, EAN Ironclad EIAR. EEEE, &8 Al Ih8E
EMB—TEHNTm, HERETEEREZE— BTN m. Jason GRREE: “ZHY, MIHEITRK,
XRETRMNZA—ERELNE AUEEBF XML, BEEEFTHR.”

[00:48:10] Todd Jackson
English:

"And instead, when we changed our positioning to play in an existing category of CLM, but a much better
CLM, but customers are already looking for a CLM, they're already looking to spend money on a CLM, and
just expand the definition of what that category is, things just started to click." And that's how they got
through that zone of 10, 20, 30 customers. And even if you look at the Ironclad website today, it says Al-

Powered Contract Management Software. That really is the key idea still.
R EIE:
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[00:48:38] Lenny Rachitsky

English:



Awesome. So this is an awesome example of positioning/promise is the lever they pull here. | love the
point about category design. That's one of the ongoing debates on this podcast, whether you should try
to create a category.

FhSCERIE:
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[00:48:50] Todd Jackson
English:

| know, it's a hot topic.
HRCERIE:
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[00:48:51] Lenny Rachitsky

English:

Hot topic. Sounds like you're in the boat of probably better not to create your own category.
FpERIE:
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[00:48:56] Todd Jackson
English:

| think it's hard to create a category. It certainly works in some cases, but if you actually have a really
interesting spin on an existing category, there's already buyers spending money on that thing. They're
already looking for something to buy. So if you can do it, | do actually think that way is easier.
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[00:49:13] Lenny Rachitsky
English:

Before we get to level three, what are signs that you're maybe stuck at level two, and what should one do
about that?

FROCENIR:
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[00:49:21] Todd Jackson



English:

Yeah. So the whole idea of level two is this thing that the marginal customer is getting easier. And so
you've got to be focusing on demand and the repeatability of demand while you maintain satisfaction. So
the yellow flags are things that are the opposite of that. Your current customers are pretty happy, but
you're just having trouble opening the floodgates. As you're getting to the top end of level two, you
should start to hear some startups know who you are like, "Oh, you need a SOC 2, you're a startup. Oh,

nn

Vanta." "Oh, you need Al-powered contract management software. Oh, Ironclad." You start to get known

for a thing.
HRCERIE:

F8. B_RNZOEZERRILMGEF BSHEREE S, FILURGTAERTHRENEN, TEFFERME
AEEMN. EREEHMESARNER: MAENEFRBR, BMMELETAZI RN, HIrEES
“RBTRIRRY, (R ZFHIAIRE| —EAIeI QAR MERZME, thin: MR, {RFEE SOC 2? RERVEIQTE?
Vanta,” “M, fREE Al SEIEERM? % Ironclad.” RABEAREGHEMERZ.

[00:49:59] Todd Jackson
English:

And so if you're having trouble opening those floodgates, and you're sitting there for, | don't know, 12
months, 18 months, that's a problem. Or you have things like your regretted churn is greater than 20%.
That's a satisfaction warning sign. And again, you have to maintain the satisfaction as you work on these
other things. Every level just gets more things you have to do. Or you could be finding that the sales
cycle's taking too long, you're losing deals late in the funnel, you're losing the competitors. You're just not
feeling the urgency from customers or you're struggling to hit the price point that you want.

FROCENIR:
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[00:50:33] Todd Jackson
English:

And the way that customers will say this to you because customers are nice, right? They'll say, "Oh, we
don't have the budget." Or, "Oh, it's just not the right time for us. We'd love to talk again next year." That
means no, when you're hearing that from customers. You want customers who are like, "Oh, of course.
Yeah, this is expensive, but I'm going to make this work because | need this." And so if you're seeing any
of those signs, those are the signs that you maybe are stuck or plateauing at this level. And | really think
it's important to think about the four Ps and think about: how am | going to pivot my way out of this?
Jack Altman, who | mentioned earlier from Lattice, he's got a great quote on this.

FRCERIR:
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[00:51:14] Todd Jackson
English:

It's up in a video on the website. What did he say? He said, "Most founders do a 10% pivot, and what they
need to be doing is a 200% pivot." Jack didn't say this, but | think part of my interpretation of this is it's
psychologically hard as a founder. You've gotten to this many customers, you're starting to plateau, but
you're like, "I don't want to throw this whole thing away." But you have to be willing to let go and really
focus on nailing the four Ps at this point.

FRCERIR:
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[00:51:46] Lenny Rachitsky

English:

And in your experience, do you find, essentially, pivoting is the answer if you're stuck?
R EiE:
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[00:51:52] Todd Jackson

English:

| think sometimes it's nice when it's the Ironclad thing, right?
R EE:
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[00:51:56] Lenny Rachitsky
English:

Yeah.

FREiE:
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[00:51:57] Todd Jackson

English:



It's nicest when it's the Looker thing of you don't have to change anything. It just starts working and
basically, the whole thing works the whole time. That's not common. It's nice when it's the Ironclad thing
when you just change one of them, or maybe two of them. Starting over with all four of these is hard at
level two, but oftentimes, it's what's required. | was mentioning earlier, level two is the second most
common level to get stuck.

FROCERIR:
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[00:52:20] Todd Jackson
English:

A big chunk of companies are going to get stuck at level one, and the second biggest is at level two. So
sometimes it's hard. | think the trap is not doing enough to realize that you're actually not progressing to
product-market fit in the way that you need to and just starting to burn money and not make progress.
And you've seen many startups struggle with this. I think it's the hardest part of it.
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[00:52:42] Lenny Rachitsky
English:

Yeah. Especially once they're a million, two million, three million ARR and they're like, "Look, we're
making all this money." And they don't necessarily realize that they've been stuck at this stage for so
long. So just to summarize flags that something is wrong and that you should probably think about
changing your persona, your problem, your promise or your product, is it's been 12 to 18 months at this
stage of product-market fit. You are churning about 20% of customers. And these are logo churn, |
imagine, just like businesses stop using you.

FRCERIR:
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[00:53:14] Todd Jackson
English:

Yep.

FRCERIR:
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[00:53:14] Lenny Rachitsky
English:

Your sales cycles are really slow. Is there a sense of what slow means? Just a rough heuristic. What should
it...

FRSCERIE:
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[00:53:20] Todd Jackson
English:

Well, some sales cycles are slow. If you're selling to companies that are big, you're selling to government,
that type of thing. | don't know. Rough rule of thumb is... There's different ACVs also. If you're the kind of
product that is 20K, 30K annual contracts, that was Looker, right? But they were able to do the sales cycle
very repeatedly because they closed so often. There are some contracts that are 100K, 200K, six figure
contracts. Those can take a long time. Those can take three to six months. You can't basically be in the
worst of both worlds where you've got a slow sales cycle and a low ACV. That is the quadrant of death
basically.

FRCERIR:
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[00:53:57] Lenny Rachitsky
English:

Awesome. Okay. And then the other sign is just you're not finding demand starting to come to you. You're
not finding a channel to drive demand. And is a big part of this inbound? You're supposed to start seeing
more inbound coming at you? Or is it more just sales becomes easier?

FROCENIR:
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[00:54:12] Todd Jackson
English:

It's both. So sales becomes easier, but | think if you are starting to get to level three, which is where we're
getting to next, you've probably got 10%, 20% of your inbound coming or completely organic inbound.

FRCERIR:
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[00:54:25] Lenny Rachitsky
English:
Awesome. Okay. So again, if you're stuck at this stage, and these are signs that are like, "Oh, man, this

sounds familiar," your advice is find one of these things to shift the person you're going after, the problem
you're solving, the way you position it and/or your product if you have to.

AR ERIE:
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[00:54:41] Todd Jackson
English:

Yeah. And probably just look for something that is a lot more of a burning pain. It's usually that the
problem is not significant enough, important enough to people, or the promise is not valuable enough.

It's usually one of those [inaudible 00:54:54] assuming you have a reasonable persona.
FREiE:
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[00:54:56] Lenny Rachitsky
English:

Awesome. And the reason | am spending so much time here, as you said, most companies get stuck here,
like B2B SaaS companies. So | think it's really important to make sure people have something to go with.
And in the course and in the post you put out, there's more examples of companies going through this
and what they did. Let's talk about level three. What does level three look like? What should you be
focusing on there?

RS ERIE:
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[00:55:16] Todd Jackson
English:

Yeah. So level three is strong product-market fit. This is where | think it starts to get fun. This is where all
the product-market fit adages come in, "The fish are jumping into the boat. The rock is rolling down the
hill and I'm trying to chase it instead of pushing it up the hill." And keep in mind, for most enterprise
founders, we're now three, four or five years into the company, so it's not easy to get here. And to get to
L3 here, you are looking for repeatability. The marginal customer has become much easier.

FROCENIR:
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[00:55:48] Todd Jackson
English:

And so you mentioned, Lenny, this quote from David Hsu from Retool, which | love too, and I'll read it
again. He said, "We talked to someone who said that finding product-market fit was so visceral, you
immediately felt it like a geyser." And we honestly never felt that in the first couple years. At Retool, every
customer we got, whether that was number four or number 14, felt like the last customer we were ever
going to find. It felt like rolling the stone uphill, and if you stop pushing, it's going to roll back on you and
crush you.

AR ERIE:
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[00:56:15] Todd Jackson
English:

And that's how it felt until we had a few million in ARR. That's when the boulder went down the other side
and we had to chase it to keep up. And you mentioned earlier, founders were like, "I'm not sure | ever felt
product-market fit." This is when you start to feel it. And Jack Altman, again, from Lattice said, "The
biggest shift was in the ease of getting leads." | remember thinking, "I don't even know where these leads
are coming from, just more and more of them are showing up each month."
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[00:56:43] Todd Jackson
English:

But that is a great feeling. That is a great feeling. Filip Kaliszan from Verkada, he's in some of the videos
on our website too. His quote, I'll read it, was, "After our first year of sales in 2018, those next two years
were crazy. We were barely keeping up with production. We had to scale all the systems. A lot of things
had to happen in the span of 12 to 18 months in order to deliver on everything that customers were
hoping the solution was going to do for them. And that in itself was a very formative and tricky part of the
journey.

AR ERIE:
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[00:57:11] Todd Jackson
English:

So the benchmarks when you are at level three are now you're probably 30 to 100 people inside your
company. You're probably at Series B-ish territory in terms of venture, maybe late Series A, maybe early
Series C, but probably around Series B. You've really cracked a demand channel. You've cracked
marketing and sales. You've got at least one channel that is very scalable. And probably 10% or more of
your inbound is coming from just referrals and word of mouth and you're getting known, like we talked
about.

AR ERIE:

FRAS R FE=RE, BEER: ARMEAEEE 30 8 100 AziE, EMZASE, (ReIELTF B RAERBIK
T, IR ARBHN CREH, BREEBR, MEKLREER R T —1HXKERE, T EHMHEE, (RE
DMRE— T EEEY BNERE, EMRIITICTR, w6 10% NESHANLEEREHEEFENOM, (RAFENE

EAaT

[00:57:45] Todd Jackson
English:

ACV ranges are very high. Very wide, | should say. I'd say where you want to get to with level three is 100
customers. And so if you're approaching 100 customers and maybe you have 75K average ACV, that would
be strong. You're in this wide zone of five million, all the way up to 25 million ARR. That is very level three.
And you're actually starting now to think about some of these efficiency metrics. Remember, we've been
punting efficiency. We were saying it shouldn't be worse than a certain number, but it's not a focus. Now,
it's got to come into focus.

FROCENIR:

ACV BUSEEAFET . A8, EEZRIFEZINERZ 100 MEF. MRMRENL 100 MR, T ACV 4979
7.5 %7, BPMERINAIKRI;. fRAYARR LT 500 5 2500 HETXMNE WKE, Xit2HERE =R,
IMEMRKIR EFFREE—EMERIER T 1BF, ZRERN—BEEHERZENE, RARHREFALETFENRIE,
BRRER. T, EUTMMNER.

[00:58:20] Todd Jackson
English:

Because the way that we get to level four is we keep ripping on the satisfaction and the demand, and we
tune this thing to get very efficient. So we're talking about our gross margin needs to be above 60%,
hopefully above 70%. Our burn multiple is now below three. Ideally, we're close to one. Burn multiple in
the one to three zone is where we want to be at level three. Regretted churn's less than 10%, NRR is
greater than 110%. These are good benchmarks for this level.

AR ERIE:



HANREIBEERN G ER: EREFREFEEMNFIRNFN, Ml SHTHAULAE. FAUFIMTIEH
B BANRFEET 60%, RIFEBET 70%, REGEHMENKRT 3, BRBRTEEL L, #5=%, RINFE
JRER(EETE 1 B 3 Zial, BIBMAEIRT 10%, NRR AT 110%, XLHZZAKAAI RIFEE,

[00:58:50] Lenny Rachitsky
English:
Hearing level three again tells me level two is basically your pivot from: I'm just grinding, selling, pitching.
HRCERIE:
BRIFRE=RMNIBERILIEBER, FTREARLRIRM “SRIEHES. HE. #H KEPERENME,

[00:59:11] Lenny Rachitsky
English:

So essentially, you found a demand channel. You found a way to get people to come to you. A lot of them
are just hearing about you from other people, you don't even know where they're coming from. 10% you
said are coming from referrals and you're getting to 100 customers. | actually have another quote from
David Hsu at Retool, and he actually said even at 100 customers, he still felt like every customer he was
getting was the last one.

FRZERIE:

FRUZSER L, fRE%E] BREE, RET —MiL ANESIRNTGE. REARBMIIAIBEITIRIR,
ﬁFE:T%ﬂﬁ.ﬁﬂﬂ]EMﬂﬂB)La HREY, R 10% KBE#E, HEIREXE 100 MEF. FiEE—E Retool 1Y
David Hsu B9i&E, fRBEMERT 100 MEF, MINARSREHE—IEREHGERE—T,

[00:59:33] Todd Jackson
English:

Oh, wow.

A EiE:

MR, B,

[00:59:33] Lenny Rachitsky

English:

He's like, "I can't believe we got DoorDash. That's incredible. Okay. | think there's no more. That's it."
FRCEIE:

fthigt: “HABMEEHNIZT T DoorDashe KARRIRINT . B, HEBEWLET, FALET,”

[00:59:39] Todd Jackson
English:

He is a critical person and critical of himself, but a very high expectations person, let's say.



FRSCERIE:
HE—NMEEHRIEHIA, WESHEETZ, HEHE—THEEEESHA.

[00:59:43] Lenny Rachitsky
English:

Yeah. Actually, another quote from Ali Ghodsi from Databricks actually said even at 100 million, he wasn't
sure they had product-market fit.

FROCERIR:

20, SEpRLE, Databricks BY Ali Ghodsi B, BEMME ARRIXF 112, Mt RHBEMITREIRE PMF,

[00:59:50] Todd Jackson
English:

| mean, come on.

FRCEIE:

B2, 57,

[00:59:54] Lenny Rachitsky
English:

Because he's like, "I don't know." | don't know. He felt like, "This is it. Okay, we're done. We're going to
cap out here." And | get that.

FRCERIR:
EAMSEG: “BARME” 5T “PXET, 8, HNEKT, HMNBMKEKRERT " HEEIEAEIRM

=t as
AN

[00:59:58] Todd Jackson
English:

| think if you told many, many pre-seed founders that they'd be able to get to 100 million and not know
whether they had product-market fit, they'd probably take that.

RSz ERIE:

BRNRMASFREMFIRAICIEA, MIEME 1 ZBMAIEFNEE SREHE PMF, TSR
0 L U

[01:00:05] Lenny Rachitsky
English:

But | think that's maybe an interesting insight. It's often good to be really paranoid and not feel like,
"Okay, we're on our way. Let's start pouring in money. Let's do it."



FRZERIE:

BHRINAXETEE—TEBNILE: RIERIBEERHSE, MAERRE B, RINERT, FRERE, X
:F_i%” o

[01:00:13] Todd Jackson

English:

I think that's what makes a lot of the best founders the best.
R EE:

HIANAXERIFZTNREIIE AN Z PR AR FBHIRE,

[01:00:16] Lenny Rachitsky
English:

Indeed. Okay, so level three, anything else that would be useful here? Maybe what are signs that you're
struggling at level three, you're stuck?

RS ERIE:
52, 1F, XFE=FK, TEALEENERNE? thil, FE =R ENTREFA?

[01:00:25] Todd Jackson
English:

Yeah. So level three problems. And again, it's hard to get to level three, so awesome work for getting here.
But the problems that might start to emerge are you've got a leaky bucket, your NRR is below 90%, or
your regretted churn's greater than 10%. Maybe growth is just slowing down. You grew three X each of the
prior two years, but you're struggling to do a two X this year. At level three, or five years into the company
or so, there's probably a lot of competition. If you've gotten here, you've got something that's working,
and people are starting to notice and there's going to be competitors.

FRCERIR:

TR, XFE=LMNRE. BRRIE, LEE=ZREXM, RIX—PEZKRTAET,. EFELIINEERE
& fRBEY RUKAR” AR, NRRIKTF 90%, HEBEBAKREKRT 10%. tBIFEKIERERE: RiRESEE
K3fF, BSFE2EHRIZN. EFE=ZR, HERQBNILEFER, RFAEIIFEHNIL. NRMAETX
—%, WRIFBEA TITZBERNARA, AMIFEESIR, RENFhIMEzmE.

[01:01:01] Todd Jackson
English:

And they could be the big competitors, they could be the new startups, but you're going to have to figure
out how to navigate probably a tougher market than you entered five years ago. And so maybe you found
your first scalable channel, but it's getting saturated, you got to find a new channel. These are the level
three problems. Or you're growing, but like | said, with efficiency, you're spending too much money to
grow. So you feel like, "Okay, yeah, we can grow at three X year over year, two X year over year, but that's



going to push our burn multiple above three again." And that's a little bit of a pickle to be in when you
have to trade off growth and spend like that.

AR ERIE:

ffilrTRER Bk, WrIRERMAICI AR, MEMFRIE—NMEAFREENHHHMT. BIFrRRETE—
MR REE, EEEETERM, MOMIHHRE, XEHEH =K. HEMEER, BEMNKREE
AOREERRER, RATIEKET XSk, (RERRF: “GE, RITUSERFEL 3 E5K 2 FAEK, BXAit
HANBVR A EHBRET 3,” HIRGIMTELIE KM S Z B MRS, MERE RIE.

[01:01:37] Lenny Rachitsky
English:

You make it sound like life's great, level three people are coming at us. | think it's important to note never
is it easy, never is it like, "Okay, we're good. Let's just ride this wave. Life's going to get so much easier
from now on." It's never easy. As you said, there's all these things, you're always still juggling, you still
aren't sure it's going to keep going.

FRCERIR:

RIFEERGFEEZRNEFREY, AREAEHRRKN]. RRAFELERE, IMNKEBREZ, MRFZRRE “UF
e, HNRT, MERPEMT, EFMLSBEEN" o ENMAAE, SEXAZERELE, MEEELR
= “HB2F" (Juggling) , IRIKATNHEXTHELBET R,

[01:01:55] Todd Jackson
English:

No, | agree. It's like you're spinning plates, and the higher levels you get, there's more plates. You have to
keep spinning. And so at level three and getting to level four, we've got to maintain satisfaction and
demand. We cannot let them regress in a market that's getting harder, and we have to really start
focusing on efficiency. And the companies that can maintain satisfaction and demand and continue to
grow and become really efficient, now we're at level four.

AR ERIE:

T, HRAE. IMGEREF, FRUS, BFHS, MOATEE, EE=RRAFEREHNIRESR, &K
MR EEMER, FELENERERENTHTER, RNZNBAEEFIARENER, AL
PR ENBR. FEERALTRFEEERATE, MENT FHEK.

[01:02:21] Lenny Rachitsky

English:

Let's talk about level four. What does that look like? What are some problems people run into there?
R EE:

IEFRATIEIENR. ERMHAERN? AMIERBESBEI+ARE?

[01:02:26] Todd Jackson

English:



So first of all, congrats. If you get to level four, you have a valuable company. You are probably already a
unicorn, and you're starting to think about, "Can | become a decacorn?" And so you've reached the
highest levels of satisfaction, demand, and efficiency. And so the benchmarks at level four are like, "Okay,
now your team is probably bigger than 100 people, you're Series C, Series D or beyond. You've got more
than 100 customers and you're starting to figure out, 'How do | get to 200, 300, eventually 1,000

customers?""
AR ENIE:
B, NEMR, NMRMIAE T EOE, FMEE—XEBENENAE, ROUEBLR—XXMAET, HHAHK

BE “KEMNTHAE (Decacorn, fHERIZETT) 15?7 FELZRXETHEE. FRMMENREKF. F
MRRVE R BAPAMEAEET 100 A, &F C#. DRHEFH. MAFEL 100 MEF, HAKREE
“GnferikxE| 200, 300 £=E 1000 MEF? 7

[01:03:13] Todd Jackson
English:

You're beyond 25 million in ARR, so 25 million and up, | think in ARR, it qualifies as level four. And your
other metrics are looking really good too. Your sales conversion first call to close one is probably better
than 15%, your magic number is greater than one, your tax payback is less than 12 months. All these
things are super awesome. And finally, now you've got your gross margin above 80%. Your burn
multiple's ideally less than one at this point, you've got less than 10% churn. You've got greater than
120% NRR.

FRCERIR:

fREY ARR #8532 2500 /53&7T, FHiAA 2500 AETIULFATUBIESE MR, MEVEMISIREERBIEREE KB
—RIBIEF R RBIHERUKRATREBE 15%, BiEHRFATF 1, KREMALWHE (CAC Payback) F 1241
B, XLEMIEBHE., =G, MHPENXINETET 80%, RRFEFIBRIBERTE/NTF 1, RERKT
10%, NRR KT 120%.

[01:03:55] Todd Jackson
English:

And so now the whole thing is like, "Well, how do I keep growing?" This thing's gotten pretty big. And this
is generally when we get to 100 million, especially and beyond, the stage that founders are thinking
about, "How do | keep growing by expanding TAM, by expanding total addressable market?" And to
expand TAM, | can usually take my product and bring it into new markets, or | start to think about

multiple products as a way to expand TAM.
FRERIE:

MEBMBAERT . B, RZOARFERK? 7 ARAELTF/HELERKT . BEIARITEE 1ZKAN,
AHEBIXTHFH, SIBASRE. “BNMEIY K TAM CBEHZLEE) REFEK? 7 AT K
TAM, FHBEELUE~ mitmFhs, SEFIRERET S RRERKY K TAM,

[01:04:40] Todd Jackson

English:



And so this is where you see all the truly great companies, the legendary companies are all able to do
that. Vanta has begun to do this. They have the Vanta trust management ¢ & , they've got security
questionnaires, they've got vendor risk management. So they're starting to do this. You think of Verkada,
who | mentioned before. They started with cloud security cameras, now they do alarms, now they do
smoke detectors, now they do badge readers. Stripe has classic Stripe, but they've got Stripe Radar,
Stripe Atlas. Square has the Square Stand, Cash App, Square Checking, Square Loans.

FROCERIR:

MEBIFRBELEGFANAE. EHFNARMEMEIX—R, Vanta EEFIEXAMT . 18T Vanta F1E
BETA, 20E. HNEXREE, tilFinZExit. BEBKRZFREIMN Verkada, KL 2T Bk
L, MEMERS. WEHRMZ. EF2E. Stripe BRT LM, EF Stripe Radar. Stripe Atlas,
Square & Square Stand. Cash App. Square Checking. Square Loans,

[01:05:22] Todd Jackson
English:

All the companies that are tens of billions of dollars of value have figured out a way to do this. And it's like
the never-ending journey that you said before, Lenny. Like, "Congrats, you got to level four." But there's
just this endless thirst for continued growth. And the interesting thing about that is that it requires finding
product-market fit over and over again. Just because you got to level four on your main product doesn't
mean product-market fit is free on all these new products.

FRCERIR:
FRBEMEREZETHAREKRE T KMX—BIGE. XMEMMZARS, Lenny, XE—1HXKTILIRRIR

2o MGER: “REMARTEOR.” ENFRERIEERLTILRN, BBNE, XFE-BX—EHT
# PMFo {XEARBEF miRE T BM%K, HABREPIEX LN mERsE B E3R1S PMF,

[01:05:22] Todd Jackson
English:

And you've been inside Airbnb and I've been inside Dropbox and Twitter. Getting new products to be
successful is hard and it requires this mindset of like, "Yeah, we've got a little bit of advantage because
people know who we are, and we have a customer set that hopefully we can layer on new products to.
But it's not easy." You have to get into this mindset of product-market fit is never easy, and if we want to
continue to grow, we got to find it again and again and maintain that mindset.

FROCENIR:

{RTE Airbnb 51, FX7E Dropbox # Twitter ffrd, ILFT=MIREMINEM, EFEXF—MOLE: ‘B0, &
MNE—=M%, BAAMANERENZE, BRMNE—HEF, FERNEEMNIS LEMNH~R. EXHFR
5" (RATUEILXME—FOES: PMF MREBARR S, MRBFNERLIEK, MOA—AN—7tIHKE, HER
FEXMOES,

[01:05:22] Lenny Rachitsky
English:

Casey Winters has this great point also that expectations of customers ever increase. And so you have
product-market fit today, but there's going to be better products coming out, they're changing, the world



changes. And so not only do you have to worry about competitors, there's just expectations continue to
rise. So it's a never-ending battle. To give people a little bit of a broader sense here, what percentage of
companies do you find make it through each of these stages in your experience, what are rough numbers
you may have in your head?

FRCERIR:

Casey Winters thigth 7 —MRIFHIMI R . FPHHIREETENES. FILUIRSXIAE PMF, EXRREZEELH
B mti i, BREZ, HRMWAEZ. FAUFANEEORSNF, EEENFHRANREE XB—1X
TIERERE S, AT IURRE—TERZMEVINR, RIBMNER, RETEZDHINATREETXLEMER?
R FERINBFESLD?

[01:05:52] Todd Jackson
English:

The majority of companies, so greater than 50%, probably closer to 60 or 70%, are going to get stuck at L1
or L2. And so that leaves, roughly, let's say, 30% make it to L3 or L4 just in our experience looking broadly.
And that's our entire goal. Because again, once you get to L3, you've got a real shot, you've got a real shot
at building an awesome company. And so if we get that number, help founders get that number above
30%, imagine if that was 50/50 and half the companies that we were working with at seed were able to
get to level three strong product-market fit. | think that would be epic. And | think our founders would...

There'd be incredible benefits to the ecosystem from that.
FRCERIE:

REHBAF, &8 50%, FIREIZIL 60% 3K 70%, #;=FTE L18L L2, RIFFKAIBIZMER, KORE 30% B9
ATRERE L3 K L4 XFMERENNLEER. BAERRE, —BIRAR L3, (FREEBNSBI—KREX
AT, FRUIIREANEEX M FIRS, BB ABXPLEAIRSEE 30% UL, BR—TUNRXMLHIZ
50/50, ENMEEN—FFFRABEEATIE=HK5E3 PMF, BRELIFHRIMM. FHINXIBIIE A AR E
NMEBSRGE ZHRERIF,

[01:06:36] Lenny Rachitsky
English:

Okay. So essentially, 60% ish of companies don't make it past L2. And | love the way you're framing it of
just, "If we can just get a few more companies further, that makes a massive dent both in the world and
the lives of founders and people that want to use products." Another question | wanted to talk about
briefly is just again, the timelines of each of these levels. Just in your rough experience, how long do each
of these levels roughly take so people can get a sense of like, "Oh, it's taken a lot longer. Maybe there's a
problem"?

AR ERIE:

9789, FRLAEZ L 60% EARNABTEARRK L2, BRERMAXMER: “MNRBZNELESHABESEER,
MR R. WEIRARNEFURFRERAETEEANEM.” FEHEITIEHNS —NMaBE S R5RIETE
%o RIBIRHAZLE, BMRFIARFTESKIE, IEAKAUEMESR, thin 18, RENHEIKES, B
VR 7" ?

[01:07:10] Todd Jackson



English:

So again, this whole thing probably takes four to six years, and so let's just pick five years as the number
to get to level four. | think the way this works, ideally, is you probably take 12 to 18 months to do level
one, because that is the most important level, honestly, in my mind because that's where you're really
choosing the right persona and the right problem to focus on. And | think just that choice is one of the
most important choices that founders make.

FRCERIR:

BRI, BOIRAIRFENRINE, UM EFERENEEEOERERTIE,. FIANNEBERREES
2. MAREFEE 123 18 PARTME—R. XN, EROTRIREZNLRS, RARZIMEEZEFIE
HREGAERNREEN R HIAANXNEESI A2 IR AFMIRERIIREZ —

[01:07:53] Todd Jackson
English:

And the interesting thing, my partner, Josh Kopelman, talks about this all the time, is that founders spend
99% of their time building because that's what they've done. And they spend 1% of their time picking, in
picking the market, picking the problem, picking the customer. And in reality, it's that pick that
determines the constraints and the boundaries of where you're going to be working for the next,
hopefully, 10 years of your life. So there's a real imbalance there.

FRZERIE:

BBZE, HEISIA Josh Kopelman £F1RE]: 848 A 99% RIBSIEIETE “MWE” £, N2
17; MR 1% BEETE “EF° E—@&FEmy. &FR#E. EFEFF. BREH, EEXT “EF RE
TIRRR (FER) 10 FLEEBENARFHNAR. FIUAXEFETENKE.

[01:08:28] Todd Jackson
English:

So | would actually like to spend, let's say, somewhere 12 to 18 months in level one, just really figuring
that out and figuring out my four Ps. And then, hopefully, | move very quickly. It takes me a while to get to
my first five satisfied customers, but they love it. And then | go quickly through L2, maybe that takes
about a year. This is like the Looker path, the happy path. And then L3 is long just because we're going all
the way from five million in revenue up to 25, and that might take a year or two, probably two years even
in a good case.

FRCERIR:

FRARSEFR LR EESE —RERARY 125 1818, HEBEFERBER, BERNED P AfF, HEHEEH
RE, BATT —BREEARFAETHEES, EMIIEEER, EEHREEI L2, AJRFE—FA
Ho. XHLE Looker iR, WRIBMRKIF, AfF L3 SLLBUEK, AAKNEM 500 FEWAN—ERME] 2500
7, XeJgeREBE—MFE, BMERIRFER MR ERE,

[01:08:53] Todd Jackson
English:

And then getting from 25 to 100 million is hard, obviously very hard. And then that probably takes a
couple years. And then you're figuring out all of these things. You're growing your team and your



company's got a lot more moving parts and functions, and there's a demand generation side of the house
and sales and there's engineering and the whole thing just gets more complicated with a lot more people.
But | think that if you set the foundation really nicely at level one and level two that hopefully the whole
thing... The boulder is rolling down the hill and it's carrying you forward and you don't just feel like you're
pushing this rock uphill for five years. That's not a fun place to be.

FROCERIR:

EEM 2500 H1ME 1 2R, SAIFEME, XrJFE/LERE, ARRELEFRAXEREE: FMRELX,
RENAGMIRERTES, BTHEREME]). HEM). TieE], MEARES, BEFEREMNE
. BIINN, MRMES —EMBE_RITiF 7 &b, FEBIIEREGELRTU—FHEMRAHE, MAR
IRREXAF—EHRRMMBALEL L, REAIRZH AR,

[01:09:22] Lenny Rachitsky
English:

There's a lot of founders in that place and | know a few, so this is really interesting. So you're roughly
saying that maybe spend a year, year and a half on level one, which is you're just grinding, cold emailing,
reaching out, selling customers, and maybe getting to five customers in the first year and a half. That's at
the extreme, but that's a good outcome. And then maybe another year trying to get to... What was it? 20?

25 customers.
AR ERIE:

BRZEWAELTIRMIENM, FBINRLD, FAUXIFEE#, FIUMRARER, BF —RE—F2—FF
RYBYIE), RS T KR BohEbF. JMNX. MBEFHEE, AR —FFERT S MEF. RAXIFERR
ik, EEHIZMFENER. RAEBER—FHEIRHEE - SORE? 20 7 25 MEF,

[01:09:45] Todd Jackson
English:

Going from five to 25 quickly. Yeah, if | see a company go from five customers to 25 in a year, that is almost

always a sign that there's some pretty strong product-market fit there.
R EIE:

PREM 5 MEME 25 e 2HY, MRFEBF—RRBE—FAM S PEFPEKE 251, X/LFEERA ]
ABERSEEENB PMF,

[01:09:56] Lenny Rachitsky
English:

Awesome. So many companies don't go through that, and they have the funding to keep iterating,
exploring, trying to figure things out. I don't know if you have the answer here, but just what's your advice
of if it's been four years and demand is not starting to come to them, they don't have 25 customers? Is it,
"Wait until you run out of money, just give it a shot"? Or is it, "Let's just give the money back and move on
to something else"?

AR ERIE:



AET. REQBDHKBZHIXE, MIBERAEXH, JUFHER. KR ZHABBEERR. HANEMR
EEEER, BFNENEMA: IRELKITHE, FRELE XX L], MIIHEE 2B 1MEF? B “F
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[01:10:21] Todd Jackson
English:

Well, that's a personal decision for founders. | do think if you've been going at it for four to five years and
you haven't started to find anything that you're really feeling pull from the market on, | don't know,
you've done it for four to five years, what are the chances that you're going to magically find something? |
think there are probably a handful of startups that do it that figure it out and get back on an amazing
growth curve, but that's the exception rather than the rule.

FRCERIR:

13, XZREWEAMNDNRE. HBTIAN, MRFELSHTHESF, MNELKERZIERMREHZHHNA,
MATERF THREFZGE, REDREAMHAGENINZESZAR? FHEATEFRDEDNEI QB EMEIX—<,
BRREBREHERIFRARE KL, EIRZHINMIFESBERE,

[01:10:46] Todd Jackson
English:

So if a founder wants to return the money to investors, if a founder wants to look for a soft landing,
there's no shame in that. Product-market fit is very, very hard. That's why we're doing this. It's why we're
trying to increase the odds. And we're also trying to make it clear what it looks like and what it doesn't
look like. And everybody knows when they do a startup that the odds are that you will not get there. So
there's no shame in that, and | would completely be supportive of any founder who wants to take that
path.

AR ERIE:

FREL, SNREIBARBIBHBRGIRAEE, HEBINRWEM, XHAFAEL, PMFIFE. FEH. XX
PMRENRE, tERMNZEREHENRRE. KBS DB PMF BIRKA AR, FRETARK. 8TAR
BIVETERANE, TTERIIBIIRRA. FRAXHAAEL, RET2SHEMBEXFERNLIEA.

[01:11:18] Lenny Rachitsky
English:

| love that advice. | think that was a really important point to make. Let's quickly summarize the levels
and then | want to also summarize the four Ps again, because | think that's the thing you can actually do.
And so | think | just want to reinforce, "Here's the four things you should play with if things aren't going in
the direction." So first of all, let's summarize the levels, what it looks like and what you should be
focusing on there.

FRCERIR:

HERZXMEN. HUAXZ—TFEEENUR URNRBEE-—TENER, ARHREEBREE—T
‘WP, EARIANBZIMELER LURENARA, HBRUX—R: “NREBEHERIN, XMEIRNIZ
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[01:11:38] Todd Jackson
English:

Okay. So level one, nascent product-market fit. You're just trying to get three to five customers and you're
focused on satisfaction first and foremost. Level two is developing. This is where you're going from five to
25 customers, and you're really starting to focus on demand. Level three is strong product-market fit.
You're going from 25 customers up to 100 or more, and you've got to start thinking about efficiency at
that scale. And then level four is extreme, you're more than 100 customers, your company's awesome.
You got to keep doing all three of those things well, and you have to start looking for ways to expand your
total addressable market.

FRCERIR:

. F—R, BEHFHPMF: (REZHRBIFSANEF, BEXIREAEE. F-4%, KEH: fREMS
PEFPEKE 251, FIREEXEER. F=X, BIE PMF: {RIEM 25 PEFEKE 100 MRES, EX
MR ERGTTHIEE FBER, FTRK, REBH: MBEEBET 100 MEF, RARKRIASH, RBASSEMITX
=E, HFIRIHT K TAM 897575,

[01:12:14] Lenny Rachitsky
English:

Okay, perfect. And then let's come back to the four Ps. | have the draft. | have your post up here, so | have
the detailed version of each of these things. But could you just talk through these four things? What is it
you should be thinking about changing if things aren't working, the four Ps basically?

FROCENIR:

FE9, TR LFANEE ‘WP . RXBEMNXEER, LEES—TRIFMARE. REEBIFMHAHX
MEE? MREBEHERFIR, BAENIZEEAZEXIEA P ARIH—?

[01:12:30] Todd Jackson
English:

Yeah. So the four Ps again are: persona, problem, promise, and product. And the persona is interesting
because in some ways, it's synonymous with the market. A lot of people think of the market in this
macroeconomic way where it's like, "Oh, it's this category of ERP software or whatever." | think it's much
more tangible for a founder to think of the market as a collection of people. Jack Altman was thinking
about his market as all of the HR leaders out there, and he was thinking about how many of them are
there and what are the problems they have and how much money are they willing to spend on solving
those problems.

AR ERIE:

. BREIA, W PE: AFP&E%K (Persona). [Al@ (Problem). #&i& (Promise) 7~ &
(Product), BfRRER, RAEEMEE LEERTHT. REANBNEFTNAEESH, thin “I&,
X2 ERP SR 2 M, HIAAXMTFRIBARN, EHiHNA “—BANES” SBEAR, Jack Altman
BmiaMAREN HR fARA, tEBRENEEZVXENA, miTEtAalm@, URMITERESZ V&I

JRIX LR,

[01:13:12] Todd Jackson



English:

It's a collection of people who have money to pay for a product or pay for a service. And so that's really
the first piece, find the persona and really try to get into the mind of the persona. That's another thing |
was amazed about spending time with Zach from Plaid, and Lloyd from Looker, and Jack from Lattice.
They had all of these people, they were text messaging with all of their customers and they're meeting
them on the weekends and stuff. They really, really knew their customer well. They were friends with their

customers.
R EE:

MM —HERSZATRERSHA. MUE—PEHRIESR, HFEEZRHFANBEGHNAL, XEHKS Plaid
B9 Zach. Looker B9 Lloyd LAz Lattice B9 Jack HEAABTRENFIFH S —HE: MISMAENERLERE, &
ARIEEFEEF. MIEEE. EETHRMINER, NIEFRRT AR,

[01:13:45] Todd Jackson
English:

And so you've got to get so deep into the mind of the persona and: what are their challenges? What are
their goals? How do you help them succeed at their job? That's the stuff that earns you the right to get the
rest of the Ps right. And so the problem, obviously, comes next. And | think about this, and I can actually
get into, Lenny, a little bit if you want to get into some of the customer discovery stuff because that's the

second session.
AR ERIE:

FRLURBIURN T REGR A fIBBSREA? MITHBEREHA? RINAEBIMb]E T/ FREEM
Th? XLERFRELLIRE BRIER T P #3d, HTREAME “BE” o Lenny, INRIFIENIIZ - IFHARIA
B, HAULRAH—R, EABEHMEIE NI,

[01:14:13] Lenny Rachitsky
English:

Perfect segue.

FRCERIE:

FEEMTETIE,

[01:14:14] Todd Jackson
English:

And | was talking a little bit about we think of it as dollar-driven customer discovery. And | think a lot of
founders are familiar with customer discovery. | think they at least talk to customers, which is good. |
don't think most of them do it in the highest signal way because again, the customers, they're people,
they're nice, they're going to be polite. They're also not good at predicting things that they will use or buy

or want.
FRSCERIF:
ENARBNFENTTZH “SEREDNEF AR o RERZEIBATLAEBEEZFER, mELSMNERR,

KR BHRINNARSHRAFHKEN “&HES" WANHTER, BAZFBEA, IREE, ZRELL



o ME, MIIHFERTNECRERZER. WEHBERFA4.

[01:14:41] Todd Jackson
English:

They're very good at talking about their problems, but they're not necessarily good at predicting their
own behavior. So we think about it in terms of dollar-driven discovery, which is how do you test the dollar
potential of a hypothesis? And this is a whole two-hour session, but I'll try to do it briefly here just to give
you a sense of it.

FRZERIE:

tflEEEKKIEE CHRE, ER—EBKTNESHTN. FIUIIMINK "SRR AEREE,
BI: R0 —MRISBZRIAE? XR—MRERNERFT, ERZEXERENA—T, LRETH

P
ho

[01:15:00] Lenny Rachitsky

English:

No, let's get into it. Let's keep going. I'm just joking.
R EE:

A, IEFRATRNIED, 4F408, APk,

[01:15:02] Todd Jackson
English:

So you've got to identify extreme value. This is independent of what I'm building, Lenny. | want to hear
about your problems and your challenges and what is most important to you. And so | need to do it in this
non-leading way and | need to avoid the trap that we call happy years. Because | found a lot of founders,
"I want to build this thing, | want you to like my thing." And so | look for the things that you say that
support what I'm doing. That's the trap. And so | could just try it on you, Lenny. Yeah, | might say...

FROCENIR:

FREMRGFURAN L “REBMNE" o Lenny, XS5KIEEMERNARALXR. FERIAIRBIRLE. REGHRELAR ISR
KRREBHNFER. RFBU—MIFFISFENSARMXMAGE, AEFERFARNIMBEN “IMXE" Fab
(Happy ears). RARAKMRSEIEASER: “HRREXTFA, REZMRERE.” FEHMIARIBLS R
BiENIE. XEMEM. Lenny, HAIMZEMRA—T. HEW--

[01:15:35] Lenny Rachitsky
English:

Let's do it.

FSCEE:

SROE,



[01:15:36] Todd Jackson
English:

Okay, Lenny, so you're doing Lenny's Newsletter and you're building Lenny's Podcasts. When you think
about we're sitting here in April, over the next three months, let's say, what are your top three goals for
Lenny's Newsletter and Lenny's Podcast?

FROCERIR:

89, Lenny, fRIETEZE Lenny's Newsletter #HE Lenny's Podcast, MERMA, RIREZETERHN=1H
B, {R3F Newsletter IEENFI=ABIFEMHA?

[01:15:53] Lenny Rachitsky
English:

Oh, wow, interesting. I'm trying to find a more scalable way to do this newsletter long-term. It's basically
something | have to do for the rest of my life, in theory. | don't know if there's an exit path for this
newsletter career, so I'm trying to find ways to scale this over time. That's one. Two is just up-leveling the
quality of each podcast episode in terms of visuals and audio and trailers and things like that. And then
three is make the community more valuable to everyone that listens that's in the newsletter community.

Those are top of mind.
FRERIE:

M, i, A%, KIERENXMD Newsletter FH—MEAKT BIESN. HiLE, XER LRHRER
E2HBEB. ZAMEXD Newsletter FIVEBEHRIERR, FrUFKIERE T HbEr EER MRS 5,
EXEF—R. F_ReRAS—SBTNRE, SFENAR. BM. MEREFEE. =<2t Newsletter 11X 3¢
IR REEENE. XEREMREERN,

[01:16:26] Todd Jackson
English:

Okay, awesome. And so what's hard about those three things? You said you want to scale the newsletter,
you want to increase quality, you want to make the community awesome. What's hard about those
things? Or what's standing in your way of doing those?

FRCERIR:

YFEY, KHET. MAXZHEHREME? MRIREMRL Newsletter. IRERE. LHEXTRER, XEEF
FsEREHA? BENR, BRREIIXEERNEMHA?

[01:16:39] Lenny Rachitsky

English:

I don't have the answer yet, | guess is the answer. | don't know exactly how to do this yet.
FREiE:

BRERRRERBER. HEFHTAEZEAM.



[01:16:44] Todd Jackson
English:

You don't know how to do it. Okay. It's probably a service in this case, not a product. What if | was able to
give you a service that said, "Lenny, you're going to be able to scale this podcast. We are going to help
you find the 500 best guests in the world that are really excellent. We're going to guarantee they show up.
You're going to have endless content on your podcast, in your newsletter"? What do you think about that?
What do you think about that idea?

AR ERIE:

RAEZE AW 8. AXMBERT, XAIGER—WRS, MAR— 1N m. MRIKENIREREM—IR
5, W: “Lenny, fRIFEEBARUXMER. HINTFEMFLIIER ERMAFH 500 (IRE, HFRIEMIISEH
o fREVEEEH Newsletter KRERRTEHAR.” (RIEFEAR? REFXMERMA?

[01:17:16] Lenny Rachitsky
English:

I'd pay a lot of money for that.
HRCEIE:

BENHRZ %

[01:17:18] Todd Jackson
English:

Okay. So that's an example of a wow statement. And you probably had in the back of your mind, "How are
you going to do that? Is that actually going to work?"

FRCERIR:
FHY. XM B (Wow)” RBRARMBIF. (RINFERIERER: “MMITREEAM? XEMNTEELE? ~

[01:17:27] Lenny Rachitsky
English:

That's right.

FRCEIE:

R tHo

[01:17:28] Todd Jackson
English:

In my experience, that's a good thing and an exciting thing. If I'm pitching a product idea to somebody
and they are like, "Wow, does that really work? And if that thing works, 1'd sign up for the wait list today."
That to me is like, "Okay, now | got to figure out how to build that thing, but | know if | am able to build it
and deliver on that promise, they are going to want it." Or you would maybe say signs like you would



demonstrate a behavior that shows that you're interested in. You'd be like, "Oh, Todd, can we meet again
next week to talk about this?" Or like, "Hey Todd, | actually would love to show this to the people | work
with. Can you send me the deck?"

AR ERIE:

RIBBRNER, XR—HFE, HESAMENSE, IREREAEE I FREE, MI15H: “&E, XEH
TREE? MRITEE, RORMMAFIFRE,” WHXRR, XEKE: “9E, HERSENEEXTE)L
EHR, BRMEBMRKESERACRMINAEE, M —ESBE,” HEMRTRESRIE —LRGBIT
79, tbgn: “MR, Todd, EANTRAEEI—EWEXNGE? ” HE U2 Todd, HRELRBIEXNEBRAKN
FEE, (REEE PPT X4AFME? 7

[01:18:06] Todd Jackson
English:

Those are the signs that I'm looking for. If you had reacted like, "Yeah, that sounds kind of interesting,"
that's a no, right? That is a no. The word interesting is a polite way of saying no, right? And so I'm either
looking for wow statements or I'm looking for demonstrated behavior that shows interest. | then would
probably, if | want to keep going with this, and this is all in the identifying extreme value, I'd ask you,
"Well, what stands out as valuable here to you?" And | want to hear you answer quickly. You mentioned
it's either going to make my products so much better, it's going to drive success for my business, or it's
going to save me a bunch of money or something. Save me a bunch of risk." But something where you
would very quickly be able to identify why that's valuable to you.

FRCERIR:

XERBRETIHNTR. NRIFRNE B, IWERBEREN” , BHEEL, WE? PRI “F
177 o “BRER XMARAZELHN IR E FIUKIHNEAR B AFR, BARRIHEMER
BETR. MRFBHULRAN (XEBETFRANRBNENTIE), RIRR: “Ba, MESXEEEENMEN
4?7 ZEREIRRELZ, MAEIRICRILENTRESEL. #Hahl S, HEEERE T—
REBRTMENL 22, B—EIREEREIRSHIRE N ENKRE.

[01:18:51] Todd Jackson
English:

So that part one is extreme value. Then | got to figure out ability to pay and willingness to pay. And for
you, this is easy because you're not a 5,000 person company and you're the boss. So this is probably
pretty streamlined. There's no procurement function at Lenny's Newsletter. So let's say I'm going after a
bigger company. The questions I'd ask on confirming the ability to pay are: are you currently looking for a
product like this? Or are you building something internally?

AR ERIE:

FRUSE—EB DB REMNE. BERFRBE ZIEHD” M "XNABR" . MMEKRXRES, BARRE—
K 5000 ABIAE], MEMREER, FLUREIEREES, Lenny's Newsletter i HRWER ], ERIGREXH
B—RARXE, WAXMNENNEAZRRZ: MEREIHXE@ID? HERAEBEEFZEMIRE?

[01:19:24] Todd Jackson

English:



This is the Ironclad thing where Jason was like, "Oh, you're looking for a CLM already." Another way |
think about it is if a customer has a problem, and | really think they have a problem, and they know they
have the problem and they're looking for a solution for the problem. Or they've even tried to build their
own solution to it and failed, that's the best customer. They want this thing badly. They've demonstrated
that and they've actually failed at building it because they underestimated how hard it was. So are you
currently looking for building a solution here?

FROCERIR:

XHE Ironclad B91E5, Jason T “ME, fREREIHCLIM T,” B—MBEFXZE: NR—IEFEN
A, BiArMilERE, B2t ERRNEHEEIHRBRLAR, BEEMNESHBCHERASRE
KKMT —BHRERRINEF. tIRESEXNARA, ISR TX—R, FERARGTHEEMEY
To FALL, fRERIRSEEIHIMERRAZ?

[01:19:57] Lenny Rachitsky

English:

Essentially, there's a budget. You're looking for, "Is there money to go towards this problem"?
FpCERIE:

TREMBERLENH. FEIX BEBARAEL B TRAXNEZ ?

[01:20:01] Todd Jackson
English:

That's the next question | was going to say is where would a budget for this come from? And the best
answer is that there's an existing budget. Either we already spend money in some way for a competing
tool, or something that can be displaced by you, or we're spending, we put five engineers together to
help build this thing. There's some source of budget that | can get. Then the question is, "Well, how does
your team make decisions on third-party tools to bring on?" And you're never going to get the cleanest
answer here. In larger companies, you might get semi-clean answers, but it's something like, "Okay, this
manager can approve it directly up to a certain dollar amount. If not, it goes to this next level up of
manager. And if we're going to spend more than 50K on it, we actually have to compare three different
alternatives."

FRCERIR:

XMEREZHRN T —MNEE: XEMBESMPER? RIFNEERELFURNTET. BEARRIELE
AEANRSFTARER (FRIMUEAE), BEARHKNERA S SIRMRALXNARE. 52, B—THRALURK
IRFE SRR, #FTROEEE: A, MIBRMOARESIANE=STHR? " TRAFE, (RAIEFTFE
FEBHHNER, EBERE: “¢E, XUKLEBEAUEERME—ESTUTHEH, SNRERS E—RE
B, R 5 5%, HKFEBTHLE=PRERHGER"

[01:20:47] Todd Jackson
English:

But whatever, there's some known process. That's what I'm looking for rather than just a bunch of
ambiguity. So that's ability to pay. And then I'm going into willingness to pay. | don't want to try to
quantify that. That's where | go, "What's your budget for solving this? What are you paying for this other



tool? Let me show you mine. You think that you'd pay less for that or you'd pay more for that? Can you
replace this other thing with the thing | have?" And then | love this question. | think you've had Madhavan
Ramanujam on the show, right?

AR ERIE:

BEXieifE, BRE—TEMNTRE. XMERIHNARA, MARHEMTENGES. XMEZ TN, &
ERENLHERE. BFESHEKE, HER: “FEAXNMOENTERZ? FAB—1IAGZD
®? ILBAMREERN. MRESTRNELNERERELSNER? MERRNARAESREINRAL? 7 RAEHK
EEERTEXMNEE, FAEREIET Madhavan Ramanujam £ E, E?

[01:21:16] Lenny Rachitsky
English:
Mm-hmm.

AR ERIE:

i,

[01:21:17] Todd Jackson
English:

He has this question, he's from Simon-Kucher. | love his thing of like, "Lenny, what is a fair price you
would pay for this thing that | just described to you?" And then you say your thing. And then | go, "Okay.
Well, what would be an expensive price?" And then | say, "Okay, what would be a prohibitively expensive
price?" And you ask those three questions. And generally, when people tell you the fair price, it's a little
bit of like they're trying to get a deal. And if the product's good, the expensive price is the one that they
would actually pay.

FRCERIR:

fth>R 8 Simon-Kucher, HIFEEWMABERE: “Lenny, WFHENAMIRERNARRE, RREELSVEE
BEN? 7 ARMR—THF. BERR: 9B, BSOHER? ° ARKBE: “GFE, BZDERIRE
IR TEER? 7 RRX=1RE. #E, SAMNSFR “SENE” B, IEKREINEN. W0R
FmENGE, “RERNNET A RMNKRE EBES AN,

[01:21:47] Todd Jackson
English:

Where they're saying it feels expensive, but you put it in front of them, and you say, "It costs this much,"
and if it's really good, they want it. And the prohibitively expensive one is the one that's too expensive
and they'd have to just, "I just can't do that." So | love these style of questions. | think they're just a lot
more specific than what | see most founders doing, which is just chatting with customers. You really want
to try to put them to some questions where you know they're going to answer honestly because you're
asking them questions. You're not asking them to speculate and you're asking them fairly concrete stuff.

AR ERIE:

BAMIRERES, EIRCEEEMNENAFREBINEE, IRFRENRLT, WIIEE238E. m
‘TEERHNNE WEENKRRT, MIRER “RENERE . RERXMABHRE FIARE]



AREHELAEE “HREPHEEDNH” ZERAKRFES, MENEZ ML —LEILMITMSERIZRRE, FAMR
FINERENES, MARILMNEHEN, (RRFEHESEFIIRA,

[01:22:18] Todd Jackson
English:

Oh, and the thing | should say is it's a two-hour session, like | mentioned. It's one thing to explain this
stuff, but it's another thing to see it. And so we show tons of Zoom recordings from founders who have
gone through the program, and we actually do this thing where all the founders who are going through
the program, they recorded all their videos, their customer discovery videos, and then our team watches
all of the videos and creates highlight reels.

FRCERIR:

R, FZRWE, ENHREN, XB—TR/NIHNTET, BRXERARE—REE, XREINES—MOE.
FRUEMNERTAESINTIZH B NGB AR Zoom RF. BRITEFLSEBRAMESMBIBRLIMRAZRBR T
MNBEFP BRI, ARRNBEASWEFIB IR R FREF SR,

[01:22:45] Todd Jackson
English:

And we sit around in a room and watch them together and we say like, "Oh, look at these questions that
Lenny asked. And did you see how the customer responded? Wow, that's an eyes-light-up moment." Or,
"Todd asked these questions, he's leading the witness a little bit and the customer didn't seem that
interested." So the thing that's interesting is as a founder, you never see anybody else's version of this.
You only have your own experience. And so just seeing how other founders do this in a real live setting is
super. People love it.

AR ERIE:

BINBE—ENE, ARRIT: &, & Lenny RINXLERH, MEIFFEEARNNIG? E, B2 REE
BT BUBIZL.” 8 “Todd RIMIXLERIEE RIESME, FREERALPARE.” GEIZ, Fhtln
N, fRKEERFRIANEFEE, MREBSHNER. I, BIHMEIBATELD S TRUEHRIEN,
FEBEREH. AREFEERZX NI,

[01:23:13] Lenny Rachitsky
English:

And it's always easy to hear these things. It's much harder to be the person asking these questions to a
potential customer you're trying to sell. And it's just asking, "How much would you pay for this?" So | love
that you kind of force people through the actual practice of it. Todd, you're going to get a lot of applicants
for this program. This sounds amazing. | know you're giving a peek at the stuff that we haven't really
talked about. On this point you just shared, which is essentially trying to get real skin in the game insight
into how big of a problem this is, | love that you just basically shared a bunch of questions.

FROCENIR:

IFXEEESRRES, BEMNBIEMIXEHHBENEBETTPMEXEREBA, EFS, thNEER:
“YREALAZDE? 7 FRARERIRBERKETREFEINME. Todd, MXTHEESESEREHIE



&, MERKET . FHANBRETRT—ERINMNELMEINAST. XFHRUIADENX—K—&RL21EHE
REXTRATERENAS. )83F% (Skininthe game) FIRE—HIFEENRRD ZHB—E SR,

[01:23:43] Lenny Rachitsky
English:

Someone could just rewind right now and just write down all these questions that you shared and use
them when you're talking to customers. Obviously, the classic problem is they tell you they're going to
buy it but they don't. And all the stuff you shared is, "Here's ways to get at: will they actually buy it before
they have the actual product?” Is there anything else you want to say on that? Just tips for not being
tricked and people just saying, "Oh, yeah, | love this thing"? | know you talked through a lot of this, but
anything else?

FRCERIR:

IR AR AT BB L, B ZHXEEFEBIZ TR, ARENEARRRNER. B2, SENEIFEREF O
KEREE, BRFEARE, (ROENRERBEHRXT: “Erm@gdRZe), MARRMITESER
ZX? 7 XITFX—RIREE T ARIRIINE? BREHARESEUMLERIRLEROR R, 289, RERXKA"
MAIRS? BMEMREZHTRS, EAINING?

[01:24:06] Todd Jackson
English:

Yeah, | think there's a couple of things. One is you have to know what to show people when you're
actually showing them something. Lattice is the kind of product | mentioned that could be sold with
Figma mock-ups. Looker couldn't be sold that way. Looker, you actually had to do a demo with their real
data. So it required a lot more work to do that. Vanta was neither like a demo or a mock-up, it was
actually doing the work. And Pilot was like that. There's a bunch of companies like that. So you have to
figure out what is my product and how does it solve the problem? And therefore, what fidelity does my
early product or early demo have to be at in order to land the sale?

FRCERIR:

=8, BRELR. F—, YFAAIRTFREN, RBFFEZRTH4. Lattice EAFMATLIA Figma [RE
ES=HAR M. Looker SiAF1T, Looker AR HESLMEMET, FIUNFEEESZH I, Vanta IR &
BREAGRERE, EXFLEREELEFTE, Pilot B2, TBERZXMIIATE. FRLMRBIIRERE: Y
FmEftA? ERMMAMREEE? Ftt, ATEMEE, ZNRH-RRRRERTERIFARENRE
E?

[01:24:44] Todd Jackson
English:

And then | think you have to know when you've talked to enough people. It takes time to talk to people.
And the rule of thumb is if you talk to enough people and you can predict 70 to 80% of what the next
person is going to say to you, because you've just talked to so many people and you've heard the pattern
so clearly, that's when you've talked to enough people. But these are all things you got to learn. And
that's why doing it experientially in the way that we do the program we think was best.

AR ERIE:



B2, BIANRBTANEFAIHREIE T, MARFTENE, KWENZ: MRMITEBZHA, UE
FOREEFUN T — A 70% F 80% MIKIERND (AAMELRIXRLZ R, BRAELEEEWT), HIUIHE
To EXERERFEFZIN. XMEBAMTAKINTAA U E FERMEEAN A REIZRTFH.

[01:25:10] Lenny Rachitsky

English:

Is there anything that we haven't covered that you wanted to touch on before we let you go?
FREiE:

EERZA, EETARNTSREZNBARIAEIAIIG?

[01:25:15] Todd Jackson
English:

No. If you're listening, if you're a B2B founder in those early days of starting your company, or you know
anyone who fits that description, and you have an appreciation for just how hard it is to find product-
market fit and you don't want to go it alone, then please apply to this program or share the application.
Like we promise, we will review every single application. And I'm just really looking forward to working
with a group of 20 or so amazing founders, and helping them navigate these early days of product-market
fit finding. It's what | love to do.

AR ERIE:

BB T . MRMEEN, MEMIB—MILTEILEHR B2B 8ltg A, HBERIAMRTEX—@RNA, HERR
T PMF BZR BRI ERL, BABTFRBEXTHNERDZHIFEE. HAEZHEZE—HFIE. ik
BHITS 20 WEARMNBHEIEAGIE, BEtIIEI I PMF IR, XMERAEHNER.

[01:25:43] Lenny Rachitsky
English:

So just to make sure the right people apply, remind people who is a great fit. So it's B2B founders, and
you said they've been at it for six to nine months, something like that?

AR ERIE:

NTHEREENARIE, FERE-—THAENARES, EB2BEIiGA, MRMWIELZKM T REATEE
a?

[01:25:52] Todd Jackson
English:

Yeah, something in that zone or earlier. You have an idea of what your product is. You have a hypothesis
about what itis and who it's for, but you probably haven't started writing any code yet.

FROCENIR:

2H, BIMBRRER. MN~mEtABTERE NERMAANUMGERNE TR, BIRAJERLHT
85 B3,



[01:26:01] Lenny Rachitsky

English:

And if they've been at it for four years and haven't found success, this is not a fit.
FRCERiE:

NRMANTELEM T LEXZRHY, BBRFES,

[01:26:07] Todd Jackson

English:

| could try to help them one-on-one, but no, that's not a fit for this program.
R EiE:

HAUSH——th BB, ERIMEFEEXNIE,

[01:26:10] Lenny Rachitsky

English:

And then how do they apply and when are their applications due?
R EE:

ftfi1anfEIERIE? Bk HERR HH ARHR?

[01:26:13] Todd Jackson
English:

Yeah. So you go to pmf.firstround.com. Applications are open. They're going to go till May 7th, and then
the program starts on May 29th. And if you want to reach out to me specifically, you can find me on
Twitter. I'm @tjack, T-J-A-C-K. You can follow me, DM me. And yeah, I'm looking forward to working with
some amazing founders that | know are listening right now.
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[01:26:34] Lenny Rachitsky
English:

Amazing. I'm so happy we did this. | feel like this conversation is going to help a ton of founders, and
they're going to come back to it again and again. Todd, thank you so much for being here.
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[01:26:43] Todd Jackson
English:

Lenny, it's been a pleasure.
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[01:26:44] Lenny Rachitsky
English:

It's been my pleasure. Bye everyone. Thank you so much for listening. If you found this valuable, you can
subscribe to the show on Apple Podcasts, Spotify, or your favorite podcast app. Also, please consider
giving us a rating or leaving a review as that really helps other listeners find the podcast. You can find all
past episodes or learn more about the show at lennyspodcast.com. See you in the next episode.
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