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Project Overview
Early Bay Area Venture Capitalists: Shaping the Business and Industrial Landscape documents
through videotaped interview with the first generation of venture capitalists the origins and
evolution of venture capital in California. The project explores and explains through the words of
participants how venture capital in the state originated in the 1960s and 1970s, its intersection
with national legislation and policy, the significance of its location, and its role in creating new
companies, new technologies, and new individual and institutional wealth.
The Project
Venture capital was not a term when these narrators began to practice “risk investment” in the
late 1960s and early 1970s. The oral histories describe the evolution of the field into the industry
of today, focusing on its earliest emergence in Northern California. The narrators describe their
circuitous routes into venture capital, their individual approaches to its practice, illustrative
investments in key companies, the significance of its location in the Golden State, and its
contributions to creating, financing, and building new companies, nationally and, increasingly,
internationally.
Conceived and generously funded by Paul “Pete” Bancroft III, the project in its second year has
interviewed twelve individuals. In the third and final year, the project scope expands to include
interviews with representative investment bankers, attorneys, and early venture-backed
entrepreneurs, as well as with additional venture capitalists. Completed oral histories, including
those donated by related projects, are available at:
http://bancroft.berkeley.edu/ROHO/projects/vc/
An advisory board meets periodically to select individuals for interviews and advise on general
direction.
Members: Paul Bancroft III, William Bowes Jr., William Draper III, Jerome Engel, Charles
Faulhaber, Franklin Pitcher Johnson, and Alan Mendelson.
Project Director and Interviewer: Sally Smith Hughes
Videographers: Julie Allen, Caroline Crawford, and Linda Norton
Transcriber: Katherine Zvanovec
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Thomas J. Perkins Biography
Tom Perkins is one of Silicon Valley's pioneers, with a career spanning entrepreneurship, the
management of major corporate activities and most importantly, venture capital. In 1972 he
formed America’s premiere venture capital business with co-founder Eugene Kleiner. The
partnership and the follow-on Kleiner Perkins Caufield & Byers series of partnerships have
created some of the most interesting and innovative businesses in the world.
Prior to Kleiner Perkins, he started a company in the mid-1960’s (University Laboratories) to
manufacture lasers based upon his original inventions in optics. The company was successful
and merged into Spectra-Physics becoming a major part of that firm’s growth. Later he was the
first General Manager of the Hewlett Packard Company’s computer divisions and is credited
with establishing the foundation for the enormous growth which that business has enjoyed.
Tom Perkins is a graduate of MIT in Electronic Engineering and Harvard University in Business
Administration. He is now or has been a Director of the following public corporations: Acuson
(Chairman), Applied Materials, Compaq Computer, Corning Glass Works, Genentech
(Chairman), Hewlett Packard Company, Hybritech, LSI Logic, The News Corporation, Philips
Electronics NV, Spectra-Physics, Symantec and Tandem Computers (Chairman).
He is the author of a satirical novel “Sex and the Single Zillionaire” published in hardcover by
Harper Collins in February ’06 – paperback ’07 and “Valley Boy: The Education of Tom
Perkins” published in hardcover by Gotham (division of Penguin) in November ’07 – paperback
October ’08.
He is the designer and former owner of the world’s largest privately owned sailing yacht, named
the Maltese Falcon which is the first “clipper yacht,” or fully automated square rigger. This
vessel, which has been on the front cover of over twenty yachting magazines, is considered to be
a pioneering break-through.
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Interview #1: September 18, 2009
Begin Audio File Perkins 1 09-18-2009.mp3

01-00:00:04

Hughes:

It is the 18th of September, and this is the first interview with Tom Perkins.
We’re in a conference room at Kleiner Perkins Caufield & Byers in San
Francisco. As usual, I want to start at the beginning—namely with your
family, upbringing, education.

01-00:00:21

Perkins:

Okay. Well, I grew up in the East, a suburb of New York basically, White
Plains, New York. I went to White Plains High School and was kind of a nerd.
I was involved in a lot of technical things back then. I built kit television sets
to sell to neighbors and friends, and I had a lot to do with little experiments in
physics and stuff that I was interested in, in my tiny little laboratory in my
closet in my bedroom.
Nobody in my family had ever gone to college, and I wasn’t planning to go
either. Fortunately, I had a physics teacher, Mr. Wilson, who thought he saw
some talent in me, and he prevailed upon my parents to let me go to college.
There wasn’t any money, so I had to get a scholarship in order to finance it.
So I applied to both Harvard and MIT, and I got accepted to both, but MIT
had a better scholarship so that’s where I went. And between the scholarship
and borrowing money from the institution and borrowing some money from a
relative, I was able to do it. I was going to major in physics, and about
halfway through the program I decided that I wasn’t smart enough to be very
good physicist, so that I should probably switch into something more
practical. So I switched into electronic engineering.

01-00:02:12

Hughes:

What made you think you weren’t smart enough?

01-00:02:14

Perkins:

[chuckling] My competition. Well, I was in a class with about five others in
physics, and one or two of those were just so brilliant that it was absurd to
think that I could swim in those waters.

01-00:02:39

Hughes:

So up until then you hadn’t been thinking particularly of practicality?

01-00:02:49

Perkins:

No, no. I think I was interested in the science of it all, and I still am. Still to
this day, I can’t resist reading— There’s a new biography that’s just come out,
which I hope to get tomorrow, on Paul Dirac, and I can hardly wait to read it.
Quantum theory, you know, I just love it. I’ve read bookcases full of stuff in
science, the history of science and all of that. Parenthetically, I think that
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almost uniquely among venture capitalists I have used my technical insight
pretty consistently throughout my entire career. I have not been afraid of the
technology, and I’ve been ready to plunge in, learn it, deal with it, and help it
develop. I have not felt the need to call upon consultants to tell me what it was
all about. Not that we didn’t use consultants—of course we did. But this
nerdish aspect of my life has been pretty consistent, and still to this day.
01-00:04:07

Hughes:

But there are other venture capitalists, indeed some that I have talked with,
who came out of technical backgrounds—engineering and that sort of thing.
Are you saying that you used that background?

01-00:04:24

Perkins:

Well, I think what’s unique about Kleiner Perkins when Eugene Kleiner and I
started it— We were not like any other firm, and we can get into that a bit, but
I may be jumping too far.

01-00:04:42

Hughes:

Well, yes, but just finish that thought, that you were very technically oriented.

01-00:04:48

Perkins:

Not just that, but we were also very hands-on oriented. We would run these
companies; we would run them in the sense that we would get them started
with very junior or inexperienced people, and we would provide everything
but the key idea, which they had. We were willing to back, pretty much, ideas
rather than teams of people. I think we were totally unique in that. That is a
major distinguishing feature of us, and it also explains our success.
It’s very simple to understand. If somebody has a good idea and they want to
raise money to start a company, to execute the idea, if it’s just at the idea
stage, it’s going to be extremely hard to get other people that are any good to
work in that venture. I mean, you are going to need a marketing person and a
management, manufacturing, whatever. Why would anybody very good,
particularly in the early days of venture capital before it was clear that this
would all work, why would anybody very good do that? If you think about it,
they wouldn’t, they really wouldn’t do it. So if you say, “I want a complete
team; I want to see the finance, the marketing, the manufacturing, the
technology, the whole thing, everybody there, so I can see what I what I am
going to invest in.” You will end up having to get rid of most of them (the
people, that is) because they are no good! [laughter]
It’s much better to take the technical risk out of it with the initial money,
whatever the technical risk is. Kleiner and I were very, I think, good at this—
figuring out how to use the least amount of money to get rid of whatever the
risk in the deal was. It might have been marketing, technology, maybe legal
patents, whatever—reduce that and then pour in the money and then you can
hire the good people and you’ve got a great venture. I think we kind of
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invented that, and back in the day we were all alone in doing venture capital
that way.I mean, the Arthur Rocks of the world.
Arthur is a financier in my opinion; he is not a management person. His
approach was completely different. Tommy Davis, Bryan and Edwards, Bill
Draper—I don’t mean to denigrate them, but they all worked on that earlier
[model]: let’s look at the whole thing; we’ll put our money down and take our
chances. Kleiner and I said uh-uh, we’ll fill in the gaps personally, and we’ll
probably finance the whole thing because nobody else will play the game the
way we will. So anyway, we were different in that aspect, and of course it
worked and now that has become— But what I’m saying now is no longer
startling, or different, or revolutionary, but in the beginning it was.
01-00:08:25

Hughes:

You are including in that financing the whole thing?

01-00:08:33

Perkins:

Financing the whole thing.

01-00:08:30

Hughes:

People were taking pieces but not—

01-00:08:31

Perkins:

Well, no, if you look at our two big hits in the first investment fund,
Genentech and Tandem Computers, we essentially financed it all. We did not
have partners.

01-00:08:44

Hughes:

You didn’t?

01-00:08:49

Perkins:

No, we didn’t have partners. We didn’t have partners. We did it.

01-00:08:52

Hughes:

Yes, well, I’ve let you jump ahead. It was my fault. Let’s go back to MIT.

01-00:08:58

Perkins:

Back to MIT, right.

01-00:08:56

Hughes:

And what was it like? I’m imagining your family as not being extremely
sophisticated. What was it like just coming from Illinois and landing in what
must have been a very sophisticated setting.

01-00:09:15

Perkins:

Well, Illinois, and then White Plains, New York, and then MIT.

01-00:09:23

Hughes:

Yes, White Plains. I’m sorry.
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01-00:09:24

Perkins:

Well, my life changed totally. It turned out I was an excellent swimmer. At
one point I held the national record for about two weeks.

01-00:09:40

Hughes:

[laughter] That you’d started doing in high school?

01-00:09:41

Perkins:

No, no, we didn’t have a pool in high school. So I was not in any way athletic
or a jock in high school, quite the reverse. I was the guy that always knew the
answers to the technical stuff but didn’t get invited to the parties. At MIT it
turned out the first weekend I was there I tried out for the swimming team,
and in the tryout I nearly broke the pool record. I came very close to it, which
just astonished the coach. So of course he insisted I become— I became
captain of the freshman swimming team, and I swam for four years at MIT. I
went from being a nerd in a school of jocks to a jock in a school of nerds,
which was pretty amazing [chuckling]. So it changed my life.
I joined a fraternity and I enjoyed— MIT is a tough school, and the high
school I went to, White Plains High School, did not teach calculus, which was
a requirement for MIT. But they waived it because I had excellent grades, but
I needed the calculus. So the first year at MIT was just bewildering. I had
never been thrown into anything so difficult in my life, but it worked.
So I graduate. I am now an electronic engineer. I owed everybody money, so I
had to make as much money as I could to pay it back—the school, my
relatives, the loans, and so on. So I went to work for the Sperry Gyroscope
Company overseas in some pretty tacky places. But they paid very well, and I
talked about that in the book [Valley Boy: The Education of Tom Perkins]. I
did that for two years. I had decided when I graduated from MIT that I wanted
to go into business, not that anybody in the family that had been in business or
anything, but that I wanted a broader scope than just engineering. So I applied
to Harvard [Business School] and got accepted at Harvard and then had to
work a couple years to make the money to pay for it.

01-00:12:13

Hughes:

Were you realizing that money was the name of the game and maybe that was
a faster way to get to it?

01-00:12:31

Perkins:

I think, in the beginning, making a lot of money was not what I thought I
could or would do. I just wanted something more interesting than designing
circuits, although I was pretty good at designing circuits, but there is just more
to it than that.

01-00:12:52

Hughes:

Was this result of the blossoming of the social Mr. Perkins? Maybe having
more chance to deal with people?
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01-00:13:05

Perkins:

Probably. I don’t think I realized, until I got to Harvard, that I was pretty good
at dealing with people and that I thought in ways that would make it easy to
manage people. I wasn’t aware of that until I got to Harvard, and I found
Harvard almost trivially simple. Maybe it’s an egomaniacal thing to say, but I
was surrounded by people that were just suffering from it all. This was the
most difficult thing they had ever done, these cases and oh my God, and
writing them up and analysis and everything. To me, it was just fun and easy
and trivial, almost. So I did very well at Harvard, and I think I began to
realize, yes, you might be pretty good at this.

01-00:14:20

Hughes:

Before you leave Harvard, I need to hear your comments on Georges Doriot.

01-00:14:27

Perkins:

Oh yes, well he probably goes through a lot of the histories you’ve collected.

01-00:14:31

Hughes:

He does! [chuckling]

01-00:14:34

Perkins:

Well, he was a remarkable man; he was a friend. I have been fortunate enough
to collect mentors along the way. This Mr. Wilson in high school was the first,
and then Georges Doriot was certainly the second. He taught in the second
year of the business school. He was rather controversial at Harvard because he
did not use the case method, which is what Harvard is based upon; instead he
lectured. But his course was very popular, and he was a very powerful
member of the faculty, but kind of an exception.

01-00:15:24

Hughes:

Why was he so popular?

01-00:15:27

Perkins:

Well, he was very popular with a certain kind of student, like me, who felt that
a man like that who had accomplished what he had could indeed be a mentor,
teach you, help you tremendously. There were other students who thought he
was just a windbag and didn’t respect him and wouldn’t have anything to do
with him. So the students kind of divided up. He was not universally popular,
and it wasn’t extremely difficult to get— I mean his course was not rationed;
you could take his course. Anybody that wanted to take it could get into it.
However, I found him extraordinary. He was a wonderful mix; he was
charming, brilliant, very accomplished, very opinionated, and he was not
embarrassed to teach a bunch of young men: this is the way you should
behave in life, literally.

01-00:16:42

Hughes:

And that must have been very different.

6
01-00:16:45

Perkins:

Very different. “Don’t drink too much.” I mean, we are talking really not only
how you should behave but this is the way other people that you will meet in
business will behave. I can remember him saying, “The chief financial officer
will drink scotch; the chief engineer will drink beer and get drunk on it.” I
mean, crazy things like that. I mean, you could say, “This is a professor at
Harvard? Come on!” [Hughes chuckles] But he was absolutely right! As you
find out. He had this wonderful French accent [imitating Doriot’s accent],
“Gentlemen someday you will want to kill an engineer.” Well, of course, all
the time! [chuckling]

01-00:17:30

Hughes:

Or an investment banker.

01-00:17:40

Perkins:

No, no. Well, I think maybe my bias against Wall Street started with him. I
have a notorious bias against Wall Street, and maybe it started with Georges
Doriot.

01-00:17:54

Hughes:

Because he did?

01-00:18:00

Perkins:

Well, it’s so long ago, and every three or four years Wall Street gives you a
reason to hate them. This last iteration was unbelievable. If you looked at my
book [Valley Boy: The Education of Tom Perkins], I trash investment bankers,
and this is before the really bad one [the recession of 2008-2009]. If I’d only
known I should have done it [the trashing] even more.
The name of Doriot’s course was Manufacturing, not Finance.
Manufacturing—a good business has to make something, sell it, satisfy
customers. The essence of business is manufacturing, which I agree with, and
not financial manipulations, and all of that. He did, I thought, a brilliant job of
teaching a bunch of young guys how to behave, and you either loved him or
you hated him. And I loved him.
Maybe the second lecture that he gave, he said that he wanted the whole
class—there was, I don’t know, maybe eighty people in the class, maybe not
that many—to break up into groups of about eight individuals per group,
because you are going to work on projects. You are going to have to find two
companies and consult for them and help them; and you are going to have to
write a paper on some topic that I (Doriot) will approve. So, a bunch of us
formed a group, and then he said, “Now you must pick a leader of your
group.” And they picked me, and after that had happened, then he said, “Now
let’s talk about who you picked and why did you pick your leader.” This is
afterwards. He basically said, “You’ve picked the person that you would trust
your money with, and if you didn’t pick that person, you have not picked the
right leader. Isn’t that interesting?
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01-00:20:59

Hughes:

Yes, it is.

01-00:21:02

Perkins:

Anyway, so I was the leader, and we did do two companies, and it was fun
and interesting, and then I invited him to join us at a dinner where the two
companies got together, and that was a lot of fun. We were the first, I think, to
do that. And then we picked a project which he did not approve. He thought it
was going to be too difficult for us to do, and he wanted me to pick something
else, and I said, “No, I think we can do it.” So he called me into his office and
he said, “Okay, well, I’ll make a deal with you. The other guys will get
whatever grade I think they ought to get, but you either get an A+ or I flunk
you. I said, “Well, what a great deal!” You know, “Get the A+ ready!”
So, we did it; it worked out fine, and then he asked me to be his assistant for
the following year, which was a fairly big deal. He picked one student out of
his class to be his assistant. But I’d met Dave Packard by then, so I turned
Doriot down. And then years later he asked me to come back and run
American Research and Development [Corporation]. And I wasn’t able to do
that.

Hughes:

I guess you made a hit.

01-00:22:27

Perkins:

Oh yes. When I went back to Boston I would go and see him and take him to
dinner, or sometimes I would eat at his house. He was an extraordinary man,
wonderful. He was, of course, the first venture capitalist in the United States
of the new mold in high-tech. J.P. Morgan—there’s been risk capital around
forever, but I would say Doriot was the first to do high-tech venture capital.

01-00:23:06

Hughes:

Meaning AR&D?

01-00:23:07

Perkins:

Yes.

01-00:23:09

Hughes:

Did he bring AR&D in a lot when he was lecturing?

01-00:23:15

Perkins:

No, no, he did not. Everybody knew what he was doing because there was a
lot of publicity about it. But he did not. Unfortunately, at the time when he set
up AR&D he couldn’t, he didn’t structure it [correctly] so that he personally
didn’t make any money on it.

01-00:23:36

Hughes:

Really?
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01-00:23:37

Perkins:

That was the fatal flaw there. It was a public company, and in those days you
couldn’t participate in the profits.

01-00:23:51

Hughes:

Do you think that might have been deliberate on his part? I mean not
deliberate in the sense that he didn’t want to make money, but rather there
were other things that he found more important.

01-00:24:05

Perkins:

No, I think he screwed up, and I think he really screwed up. He tried for years
to restructure it in some way.

01-00:24:12

Hughes:

So with all this fame he ended up not making much money?

01-00:24:20

Perkins:

Well, he made money in stock options and stuff in the companies that they
backed, but AR&D itself only could pay him a salary.

01-00:24:33

Hughes:

All right, so you obviously liked this course and the way he gave it. But what
happened when you went back to the tried-and-true Harvard case-study
system?

01-00:24:41

Perkins:

Ninety percent of Harvard is the case method, and Doriot is an exception.
When I think of Harvard I think of Doriot. But what I learned at Harvard was
from the cases. I think it’s an excellent way to teach and an excellent way to
learn.
Incidentally, I taught for a year at Stanford in the business school, years ago,
where they also use the case method. The difference between Harvard and
Stanford is in some ways day and night because at Stanford, even though they
use the case method, the professor at the last five, ten minutes of the period
gives the right answer, or gives the answer. “Okay, this what you should have
said and this is what should have been done.” At Harvard, never, never; the
professor never said, “This is the right answer.” If the discussion was going
completely crazy he would try to bring it back. But there was no right answer,
which is the way the world is! There’s no right answer in any of these things.
I found that great, and I was able to, I guess, read the cases, study them,
participate in the discussion, and come to what I felt was what should be done
for the following reasons, without having all the data possible that you could
have. So I found it easy to deal with the case method. I guess I didn’t know it
at the time, but writing is fairly easy for me. So there was a lot of written
analysis of these cases, and I found it rather easy to do. So, yes, Harvard was
pretty cool.
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01-00:27:05

Hughes:

Presumably, other than Doriot, there were other personal connections that you
made?

01-00:27:20

Perkins:

Yes.

1-00:27:21

Hughes:

Is that another thing Harvard provides to its graduates?

01-00:27:20

Perkins:

No.

1-00:27:21

Hughes:

So that was the end of that.

01-00:27:24

Perkins:

Well, I can remember the names of a couple other professors but that’s about
it. No, Doriot was an entirely different kind of person.

01-00:27:36

Hughes:

All right, enough on Harvard? Can we go to Hewlett Packard?

01-00:27:42

Perkins:

Yes, because HP was really a big thing in my career. So I was working for a
competitor of HP called the General Radio Company in Cambridge during the
summer, between years at Harvard, and I was doing a little consulting for
them, making money during the school season as well. The project they gave
me over the summer was to test instruments being made by this company
called Hewlett-Packard out in California. Both companies were competitors.
General Radio made voltmeters, oscillators, various kinds of electronic test
equipment. The Hewlett-Packard equipment cost about a third of what the
General Radio equipment cost, and it didn’t look as good, but it was relatively
inexpensive. So General Radio hired me to— They had an instrumentation
laboratory to see how accurate the Hewlett-Packard equipment was, and did it
do what it said it would do. In every case it did as well or better than the
specification had guaranteed, and it was better than the General Radio
equivalent, more accurate, even though it was less expensive. So I was very
impressed with this equipment.
General Radio was a bigger company than Hewlett-Packard, but Hewlett
Packard was growing fast and giving General Radio a lot of trouble. So, in my
second year at Harvard I thought I was going to need a job. So I wrote
Hewlett-Packard and I explained what I had been doing and asked if I could
be interviewed for a job. So I heard back from Dave Packard. He said, “We’re
going to be in New York in a few weeks at the electrical engineers
convention. Please come down and see us and we’ll interview you.” So I did. I
arrived at the convention, and there was Dave Packard and Bill Hewlett. Of
course they were young men in those days, and they were personally setting
up their booth, just the two of them, which was shocking. I mean, General
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Radio executives would have never done that. So I was there and I helped
them. And we were talking and putting it all together. By the time we had it
all together Dave Packard said, “We’re going to make you an offer,” and a
couple of weeks later I got an offer.
01-00:30:47

Hughes:

Now, had they looked into you other than your letter?

01-00:30:55

Perkins:

Well, no, I don’t think so. In those days they didn’t even have a personnel
department. So I never talked to anybody else. I had no thought of
interviewing on Wall Street. It was anathema to me; that’s from Doriot
probably, but there’s just something about it. I never liked Wall Street.
Anyway, so I got in my car and drove across the United States and started
with Hewlett-Packard.

01-00:31:29

Hughes:

What was going on in your mind? You saw that their equipment was cheap
and good, if not beautiful?

01-00:31:41

Perkins:

It wasn’t terrible looking; it wasn’t as luxurious-looking. The General Radio
stuff was in varnished cases with black crackle, and it really looked great. But
inside it wasn’t any better. I was tremendously impressed by Dave Packard
and Bill Hewlett from the two or three hours I spent with them in New York,
helping them with the booth. It just was obvious to me if I could work for
these two people I would learn everything. And I liked them; they seemed to
be having fun; they were successful. I couldn’t see any negatives at all.

01-00:32:34

Hughes:

What did you think about going that far away? You were an East Coast boy.

01-00:32:38

Perkins:

Well at the time I figured I’ll give it a couple of years. I had already spent a
couple of years traveling around the world working for Sperry Gyroscope, and
I did think I would probably settle in the East because that’s where I grew up
and everything. But I figured well, a couple years, why not? I’d never been to
San Francisco or Northern California. But I had some friends that had lived
here some years before. They were old friends of my family, and they just
extolled the San Francisco Bay Area. I had this idea that San Francisco was
the place, which of course it is, as we all know.

01-00:33:27

Hughes:

[chuckling] We all agree.

01-00:33:29

Perkins:

So I got out here, and I was living in Palo Alto, and I loved it. Again, I don’t
want to always talk to the book, but instead of starting off in management, I
started off in the machine shop.
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01-00:33:48

Hughes:

Now that surprised me in reading your book. Here you were with a Harvard
MBA. Was that really the way your education should have been used?

01-00:33:58

Perkins:

Well, yes, but it was a bit of a surprise. There were two problems. First of all,
Hewlett-Packard was a very small company when I arrived. It was, I think,
$25 million a year, the whole thing.

01-00:34:14

Hughes:

And maybe how many employees?

01-00:34:15

Perkins:

Growing fast, oh gosh, I don’t know—a few thousand. I’d have to think about
that, a few thousand. But, it didn’t feel like a small company; well it wasn’t a
small company. In those days $25 million a year was pretty good revenue. But
compared to what finally happened, it was nothing, of course. And I think
they had hired one MBA before me, from Stanford, and the managers of the
company were all engineers. There was a hostility on the part of the managers
to the idea that you can go to a business school and learn how to manage and
then come in and manage. That’s just not right [they felt].
Packard and Hewlett, they were geniuses of course. I think the first MBA they
hired was kind of an accountant. I was in a way the first MBA expected to run
things that they ever hired. Packard thought, we just have to deal with this. So,
he said, “I want you to work in the machine shop for six months and learn
how to make a good product”—well, also the assembly lines, but mostly the
machine shop. He didn’t say it, but what he meant is, let’s see how you get
along with the people.

01-00:35:58

Hughes:

So he was very aware of the stigma?

01-00:36:09

Perkins:

Yes, can you do this, in other words. So, I said fine. What else could I say? So
I did and it worked. I wasn’t a very good machinist.

01-00:36:26

Hughes:

Were you being paid as a machinist too?

01-00:36:29

Perkins:

No, I was being paid as an MBA, so I was a very highly paid machinist. But I
was working as a machinist, period. I mean there was no other, nothing else
was going on. I did it for several months, and then I got the call, “Well okay,
now come on into the marketing department.” I worked for Noel Eldred who
was the original vice president of marketing for the company, and that’s sort
of how I started. I had a lot of contact with Packard and Hewlett and Noel
Eldred and Noel Porter. These are the grand names from Hewlett-Packard,
and I got to know them all very well.
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There was a fair amount of socializing that we did back then. Packard and
Hewlett had a ranch, still have it. You know, the company was small enough,
and they were everywhere in evidence enough so that I was able to see how
they did it. They were brilliant entrepreneurs. I really think everything I
learned about entrepreneurship, I learned from them. And they taught. There
would be a lot of meetings where we’d review projects, and they would
explain to everybody, “This is what we’re going to do, and this is why we’re
doing it, and this is what it means, and this is how it fits.” They were very
didactic and tutorial in almost a surprising way. They spent a lot of time
educating their managers, much more than I had seen anywhere else or that
I’ve ever seen since, really. It was just tremendous for all of us. There’s a
whole cadre of people of that era that— We just worshipped Hewlett and
Packard, particularly Packard.
01-00:39:25

Hughes:

Why do you say that?

01-00:39:29

Perkins:

Well, they were two very different, very complicated geniuses. Dave was
always the boss. They had an amazing relationship between the two of them,
which a lot of people have written about and speculated about and everything.
But I honestly can’t say; I don’t know how they did it. Hewlett would follow
Packard, but it was very clear that he was also influencing Packard. So things
happened between the two of them that—who knows? Packard would be the
leader, but Hewlett was a big influence on Packard. That’s, I guess, a simple
way to say it. Packard had a violent temper and would get very angry very
quickly, and it could be very frightening. Except that, [chuckling] I don’t
know, maybe it’s arrogant for me to say it, but he didn’t scare me, and I’d just
argue with him about whatever.

01-00:40:43

Hughes:

Did he like that?

01-00:40:46

Perkins:

Well, he never said go away, and we’d thrash things out. Well, of course, he’s
the boss, and you have to use some common sense. But I never felt
intimidated by him. Hewlett, on the other hand, was much more friendly and
easier with people, but I felt deep down was a tougher cookie. But anyway, I
worked for both of them directly for years.

01-00:41:15

Hughes:

Do you have the feeling that they kind of worked things out privately
together?

01-00:41:21

Perkins:

Absolutely, oh absolutely.

01-00:41:24

Hughes:

So they came in with a coordinated picture.
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01-00:41:22

Perkins:

Absolutely. They never argued with each other—ever. I don’t remember a
single dispute. And they’d say, “This is not like at home where if mommy
won’t do it daddy will. Uh, uh, this is it. Don’t try to play us.” So I worked for
that small company for a couple of years. I got very restless; I went into
management consulting for a year. I quit. And I went to work for Booz Allen
& Hamilton.

01-00:42:05

Hughes:

You mean you were restless at HP?

01-00:42:05

Perkins:

Yes, yes.

01-00:42:07

Hughes:

Why? With all of this good stuff happening?

01-00:42:10

Perkins:

Restlessness is the horror of my existence.

01-00:42:11

Hughes:

You’d just been there too long, regardless.

01-00:42:10

Perkins:

Yes, I wasn’t running the place, you know. Well, I had been there for two
years, and I wasn’t the boss.

01-00:42:28

Hughes:

How old were you?

01-00:42:31

Perkins:

This is 1958 and 1959, so I was twenty-six, twenty-seven.

01-00:42:46

Hughes:

Well, you certainly wouldn’t be CEO of Hewlett-Packard.

01-00:42:49

Perkins:

Right.

01-00:42:52

Hughes:

Does this say something about Tom Perkins?

01-00:42:54

Perkins:

Oh, sure. So I quit and went to work for a management consultant company,
Booz Allen & Hamilton

01-00:43:03

Hughes:

Now, why them?
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01-00:43:03

Perkins:

Well, they were the best. They had the best reputation. They paid a lot of
money. I mean I kind of doubled my salary with them from Hewlett-Packard.
I hated it; it was a terrible mistake. For all kinds of reasons I didn’t like it.

01-00:43:25

Hughes:

Well, give me a slight clue.

01-00:43:28

Perkins:

Well, I was in the San Francisco office; I think it was on Montgomery Street
right here in San Francisco, and it was a very small office. There were only
like four individuals, a couple partners and a couple worker bees. And they
were bidding jobs, and the jobs were very small, like a week or two weeks’
work to solve whatever problems somebody had. And it just wasn’t enough
time to do it properly, and there was such a diversity of things. I was literally
just traveling every day to get the data, and then write the report, and then on
to the next job. I only stayed there for a year, and I must have had at least a
dozen or maybe fifteen jobs. Some were interesting but most were not, and I
realized I could never make a career of this. I had made a huge mistake.
So I contacted Packard, and said, “Can I come back?” And he said, “Yes, you
can. But Bill and I have just invested in a venture called Optics Technology.
They’re looking for a guy to run the commercial side of it and maybe that
would appeal to you. Maybe you should take a look at that.” It sounded good
to me, so I flew back to Chicago and met Narinder [Singh] Kapany, who has a
PhD in optics and allegedly invented fiber optics.

01-00:45:19

Hughes:

Why allegedly?

01-00:45:20

Perkins:

Well, he is a very controversial person—and there are those who would say he
stole all of the ideas. I’m not saying that, but there are those that will.
Anyway, that’s when I met Don [Donald L.] Lucas. So the venture money was
coming in from Draper, Gaither & Anderson, which I’m sure you know
about—one of the first VC [venture capital] outfits here in Palo Alto. Don
Lucas was quarterbacking Optics Technology. I did it, and again my salary
dropped from twice HP to about half HP, but I got stock in the company. So if
they made it, I’d make a lot of money.

01-00:46:12

Hughes:

And you were thinking that? I mean, was that one of the appeals?

01-00:46:17

Perkins:

Yes, oh yes, yes. By then I thought I wanted to make some money. It turned
out Narinder Kapany and I just detested each other, I mean just to this day.

01-00:46:29

Hughes:

It was a personality clash? Or was it more than that?
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01-00:46:33

Perkins:

It was everything. Kapany in my opinion was a phony. I don’t think he had
the scientific credentials he claimed, and he certainly didn’t have the
management skills he claimed. He was a fraud. A very attractive, charming
guy, a Sikh, you know, with a turban and beard, big booming personality, a
big booming laugh, a charming person. He charmed a lot of money out of
investors, but there was really nothing behind it, and just a handful of little
widgets and stuff, mostly that I had put together.
So Narinder and I just simply battled for four years. I stuck it out for four
years; it was quite a long time. This is a long story, but I finally quit. I just
couldn’t stand it, because I felt it was doomed. I quit at the time when the
stock market was really hot, so they were able to take Optics Technology
public and the stock went up. I had to give all my stock back; I didn’t make a
penny on it. And then about a year later, it all crashed, and there was nothing
left. I was right. But frequently I am right but too early in my timing. So
anyway, I once again called Dave Packard and said, “Can I come back?” He
said, “Sure.” So, I came back and in the meanwhile—

01-00:48:24

Hughes:

Excuse me, but would that flexibility happen today? What was this, the
second time you asked to come back?

01-00:48:34

Perkins:

Yes, I quit Hewlett-Packard four times! [laughter]

01-00:48:45

Hughes:

In more ways than one you’re indebted to HP.

01-00:48:45

Perkins:

Well, twice as a kid and then two as—

01-00:48:49

Hughes:

Well, I think we have to give Tom Perkins some credit here. I’m sure they
would not have accepted any Joe Blow.

01-00:48:55

Perkins:

No, I don’t think they would have either. I think Packard saw in me someone
like himself: very hard-driving, highly motivated, a maybe intelligent
entrepreneur with a lot of skills. I think he saw that, and he was happy to bring
me back into the fold. But the company had grown very rapidly during the
four and a half, almost five years. During that period, it had gone from $30$40 million to probably $500 million. So it was getting to be a pretty big
company. And it had gone from a couple of divisions to, I think, seventeen
divisions. Now it had a personnel department, and it had all the things that you
would expect it to have. But it was still a very entrepreneurial company.
Hewlett decided he wanted to have a centralized research department, because
they had been doing all of their engineering development division by division
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scattered around the country. They set up the divisions near universities so
that they could have that great academic/industrial link.
01-00:50:33

Hughes:

Now was that somewhat unique?

01-00:50:40

Perkins:

Yes. That was, I think, Packard’s idea, or maybe it was Hewlett’s idea—I
don’t know. They did it all over the place. They did it in Colorado, in Oregon,
back East, always a university link. They invented that in a way. It’s no longer
so appropriate for other complicated reasons, but at the time it was brilliant,
absolutely brilliant.

01-00:51:11

Hughes:

You mean it’s no longer appropriate for that particular type of industry?

01-00:51:13

Perkins:

Let me withdraw that. I think it still works; it just isn’t probably as important
now as it used to be because there’s more centralization now.
What year is this? This is probably 1962 or 1963, something like that. So,
Hewlett wanted to set up HP Laboratories, Hewlett-Packard Laboratories, and
he put in charge of it, Dr. Bernard Oliver. I use the word genius a lot, but
Barney Oliver was, is, was absolutely a genius, but the least practical person
you would ever meet. So Hewlett felt that Barney should have an
administrative backup to help him do all this stuff. So that was me. I helped
Barney hire people, get space, do budgets, set up project management
procedures, all the infrastructure that you would need for a laboratory. It was a
pretty big success.
We got it all set up, and then Hewlett and Packard both used it to trigger new
initiatives for the company. They were brilliant at this. Hewlett used HP Labs
to develop the calculators and the handheld calculators, and Packard used it to
develop the computer, the Hewlett-Packard computer. So these were
important diversifications, and they were both immensely successful, that
couldn’t have been done any other way, I think. So I was like in the machine
shop boiler room doing all of that stuff with them, for them, deeply involved
in it all. I’m kind of jumping ahead. So I did that for a couple of—

01-00:53:35

Hughes:

May I ask you something? I may be misinterpreting, but it seems to me that
you’re taking more and more leave of your science background, that you’re
getting much more into administration/business.

01-00:54:02

Perkins:

Well, sure, but remember this is all high-tech stuff.

01-00:54:06

Hughes:

Right. So you’ve got to do both.
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01-00:54:08

Perkins:

Yes. So I would say no. If anything I was learning more about technology, not
less.

01-00:54:19

Hughes:

Okay. But you’re not doing it?

01-00:54:23

Perkins:

No. I’m not doing circuit boards, no. But I understood it all, and I could hang
in there.

01-00:54:31

Hughes:

Well, you had to, didn’t you?

01-00:54:33

Perkins:

Yes, sure.
Now there are two things that happen here more or less at the same time. I did
the University Labs and the computer thing, and this is the most difficult thing
to explain because I don’t think you could conceivably do both now, and it
was pretty much unheard of even then.
Okay, so I have come back to Hewlett-Packard; I am now administrative
manager of the research labs. One morning I had this idea on how to make a
laser really practical. Lasers had been invented and existed, but they were very
expensive, cumbersome, difficult to operate, etc. I don’t know if it was in the
shower or wherever, but I got this idea of how to make a laser like a light
bulb. It would be cheap—it either worked or you threw it away. It would be
rugged, foolproof—all you had to do was connect it to the electricity and it
would work.

01-00:55:46

Hughes:

Because existing ones were not foolproof.

01-00:55:47

Perkins:

Elaborate laboratory pieces of equipment. No, there wasn’t much of a market
for a laser other than as a curiosity. But that turned out— That was a rather
big market, because every university in the world wanted to have a laser, and
every junior college and even high schools.

01-00:56:11

Hughes:

But you didn’t know that at that time?

01-00:56:13

Perkins:

No, I had a sense that that would be half true. I also had a sense that there
were a lot of things you could do with those lasers if you could have a
practical one. Well, I discussed this with a guy named Dick Jaenicke, who
worked for me at Optics Technology, and who was still at Optics Technology.
We kicked it around and we decided yes, this could be done, and yes, it would
work.
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So I decided I wanted to start a venture to make lasers. But having quit
Hewlett-Packard foolishly once before, I didn’t want to quit Hewlett-Packard
again. So I went to Dave Packard—and this is absolutely extraordinary—and I
showed him my invention. I’d sketched on a piece of paper my idea and how
it would work. And I had total trust in him that he wasn’t going to steal it, and
of course he would understand it. I said, “Dave, I really want to do this, and I
can do it on weekends. I don’t want to quit Hewlett-Packard, but I would
really like to try this.” And astonishingly he said, “Okay, just don’t let it get in
the way.” Now, I can’t think of anybody else in America that would have said
“Yes, okay.” They would have said, “No, you’ve either got to work for me or
do this on your own.” And then he would have probably said, “Besides, it
isn’t going to work, and you’ll run out of money,” and all this stuff, all the
negatives—none of that from Packard.
So then I persuaded my wife [Gerd Thune-Ellefsen Perkins] to let me take our
life savings, which was like $15,000, which we had been saving to buy a
house, and to put it into financing the development of this tube. I called it a
laser tube; in fact, I called it the Lasertron, to make it sound like a klystron or
a magnetron, to give it a little marketing pizzazz. I guess we’ve got time to
explain how I did it.

[End Audio File 1]
Begin Audio File Perkins 2 09-16-2009.mp3
02-00:00:01

Perkins:

The first thing, and I suppose the most important for me, was the laser, and in
order to pull it off with only $15,000 of capital I had to figure out some ways
to do it very inexpensively. I had an acquaintance that was a glass blower over
in Berkeley on University Avenue. So I made a deal with him that I’d give
him a third of the company if he would make the first 100 tubes—do all the
development and make the first 100 tubes. And then I gave Dick Jaenicke, this
guy that worked for me at Optics Technology, a third of the company to work
there and make it happen. I kept a third of the company and became chairman
and put in the money, and it worked.
After a few false starts, the invention worked and we started to make these
lasers, and the company was very successful. We applied the laser to not just
scientific applications, which was our entrée. We made a little kit so you
could make holograms, which were a big thing in those days, and we sold the
laser and the kit and all that. We sold a lot of them to the university and
college market.
But then we had—I didn’t have, but a guy that worked there had—the idea of
laying sewer pipe with this laser, using it to line up the angles that you need,
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because sewer pipe has to go in straight line. If it goes like that [indicating a
turn] you have a big problem. In the construction industry, it’s a big deal
because you had to survey. You had a surveying crew to go over hill and dale
and determine how deep the trenches had to be dug and all of that. With our
laser you just dig a hole. The laser was foolproof; it would work under water;
you could run it from a battery. You just shine the light down the trench and
put a little plastic target at the end of the pipe, and if the red dot is in the
middle of the plastic target, you know it is straight, and you just keep going.
So you could eliminate the whole surveying crew. And we sold the thing for, I
think, $3,000, and our cost was, I don’t know, very little—$300, maybe $200.
The contractors could pay for our laser on their first job, so we just sold those
things. We started making money hand over fist.
I’m running quickly through this, and I’m going to get back to what I was
doing at Hewlett-Packard. But the laser company was becoming a big success.
We had several hundred employees, and it had reached the point where I
either had to go work there myself, because it was making a lot of money for
me—and Dick. I bought out the third partner along the way, so it was a pretty
good deal.
I explored taking it public with Hambrecht and Quist, which was a hot
investment bank outfit in San Francisco in those days. Bill [William R.]
Hambrecht is still around; George Quist unfortunately died. And George Quist
said, “No, no, no, you don’t want to do that. What you want to do is merge
this thing into Spectra-Physics. We’ve taken Spectra-Physics public, and it’s
got everything, but they don’t make any money. You guys make the money;
we could just put these things together. You’ll end up owing most of SpectraPhysics, and you will get immediate liquidity, and you don’t have to quit
Hewlett-Packard.” So that’s what I did.
02-00:04:37

Hughes:

You worked at Hewlett-Packard five days a week and at University
Laboratories only on weekends?

02-00:04:51

Perkins:

Nights and weekends, yes.

04-00:04:52

Hughes:

So you must have had good people.

02-00:04:55

Perkins:

Yes, sure we did. Dick Jaenicke was very good. When we sold it, I think he
was only twenty-three or twenty-four years old, and he retired. [chuckling]
And he’s never worked since.

02-00:05:07

Hughes:

I notice that you didn’t retire.
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02-00:05:15

Perkins:

No, no.

02-00:05:16

Hughes:

But you could have, I’m assuming.

02-00:05:18

Perkins:

I could have; I could have retired. I didn’t want to.

02-00:05:18

Hughes:

You made a lot of money?

02-00:05:19

Perkins:

Yes, yes, for those days, you know; nothing by current standards. But, you
know, a few million dollars back in the sixties was a lot of money.
Okay, so Packard knew what I was doing, but he didn’t pay much attention to
it. He knew that my company was successful, but he didn’t pay much
attention to it. So when I sold the company to Spectra-Physics, merged it into
Spectra-Physics, it was in the paper. He came roaring into my office, and I
thought oh my God, he is just going to kill me. Just the reverse. He just
thought it was the greatest thing because it had never interfered with HewlettPackard at all. He just thought it was wonderful, what I had done. Interesting.

02-00:06:08

Hughes:

But on the other hand, it was right down his line.

02-00:06:23

Perkins:

I was his boy; I was doing what he did way back.

02-00:06:23

Hughes:

And in a field that he knew all about.

02-00:06:32

Perkins:

Well, he didn’t know about optics, but he knew it was technology.
So meanwhile, at Hewlett-Packard, I’m running the research laboratory—not
running it; I’m the administrative manager of it. But except for the technical
decisions I was kind of running it. And the calculator had been an enormous
success, and that was Hewlett’s baby, and then Packard wanted to have a
computer to use to control Hewlett-Packard instruments. So the idea was
obvious; you would have a computer, and you could do tests, automated
testing of things, and you could sell these into the military market, and so
forth, which was a big market for HP in those days.

02-00:07:18

Hughes:

Now was that a new idea?
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02-00:07:27

Perkins:

New idea— Well, computers, of course, existed. Digital Equipment had its
computer, and IBM had a bigger computer, but HP did not invent the
computer.

02-00:07:40

Hughes:

I know that.

02-00:07:44

Perkins:

But they made a very, very good computer because they built the computer to
HP’s standards for vibration and temperature and humidity. It was rugged,
whereas the Digital Equipment and IBM computers were not.

02-00:07:59

Hughes:

What about cost?

02-00:08:03

Perkins:

Well, it was competitively priced. It was okay. It was not any cheaper, but it
was not any more either. So the computer was invented, and then it was
transferred down into the Palo Alto division to be manufactured and sold. And
the Palo Alto division was obviously in Palo Alto; it was down at Page Mill
and El Camino basically. The rest of the company was up on the hill in the
Stanford Park, and that’s where the research laboratories were.

02-00:08:38

Hughes:

The location is not incidental, is it? I imagine the division fed into the
computer science at Stanford, right?

02-00:08:47

Perkins:

Not in those days.

02-00:08:53

Hughes:

So it could have been anywhere?

02-00:08:55

Perkins:

It could have been anywhere. But unfortunately what happened was—and I’ve
tried to explain this in my book, and I don’t how interesting it is to
anybody—but the computer transformed Hewlett-Packard Company, totally.
And I was lucky enough to be on the cutting edge of that. What happened is
they transferred the computer down to this Palo Alto division, and it had a
division manager and a sales manager, and manufacturing—everything. And
they didn’t sell a single computer for twelve months, not one, not one.

02-00:09:39

Hughes:

[chuckling] Was your heart in your stomach?

02-00:09:42

Perkins:

I had nothing to do with this. I was still up in the research lab; it wasn’t my
problem, wasn’t my problem.

22
Packard, who had a violent temper, finally called a meeting to find out why,
what’s wrong? So all the engineers, I mean there must have been twenty or
thirty engineers, and a bunch of other people. I was invited and I went. Well,
you can imagine, all the engineers had technical reasons: it doesn’t have
enough index or the I/O speed and the memory, and the blabeddy-jabeddy.
And it went on for hours, and Packard is just getting madder and madder and
madder, because he’s saying, “Well, how could we have made all of these
mistakes?” And I didn’t say anything, and finally he said, “Well, Tom, what
do you think?” And I said, “Dave when everything else fails, try selling. I
think the salesmen are terrified of the computer.” And he didn’t pick up on it.
He just said, “Grrrraaa,” you know, and went on.
The next day—I didn’t think anything further about it—he came by my desk,
and he said, “What do you mean? What did you say?” And I said, “Well,
Dave, I don’t know anything about this computer. It’s a highly specialized
thing. The only people that understand it are the guys that invented it. But I
know a little more about it than the salesmen do, and I know I would have a
hell of a time selling this because I would make a fool of myself trying to sell
this product to somebody that knows anything about computers. And the
salesmen can make their quota just selling the stuff they have always been
selling, and they just don’t want to touch it. Again he didn’t say anything, but
he heard me, and he disappeared.
So two weeks later I get a call that both Hewlett and Packard want to have
lunch with me at their club, the Palo Alto Club, which I had never been to.
This is a pretty big deal. And meanwhile the laser company was booming, and
I thought maybe they were upset about the laser; I didn’t know what it was.
Anyway, so we went and we had the lunch, and at the end of the lunch—we’d
been talking a little bit but not too much about the computer—Packard said,
“Okay, wise guy, it’s your problem, take it on.”
Well, I had been transferred from the labs to be the marketing manager of the
Palo Alto division. I got there, and of course there were a lot of people; it was
a big division. I was absolutely convinced that I was correct and that we didn’t
have to change the product in any way. But we had to change absolutely
everything about the marketing, everything. We had to have specialists that
understood the computer; we had to promote it in the ways that you can
promote computers; we had to have OEM [original equipment manufacturer]
discounts, things that the Hewlett- Packard Company never had had.
02-00:13:21

Hughes:

What’s an OEM discount?

02-00:13:21

Perkins:

Original equipment manufacturer. I’ll get into this, don’t worry. I’m spending
a lot of time on this Hewlett-Packard thing because it is the cornerstone of my
venture capital career.
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02-00:13:37

Hughes:

That’s fine.

02-00:13:38

Perkins:

So that’s why it’s worth talking about. Okay, the fundamental problem was
that Hewlett-Packard had started by using manufacturer’s representatives
around the world who did not work for the company; they worked on a
commission. And then along the way, shortly after I came back to the
company to go into the research labs, Dave and Bill began to acquire these
manufacturer’s reps, and they bought them, and then they became full-time
Hewlett-Packard salesmen. But that was just a change in the ownership; they
still were behaving the same way.

02-00:14:19

Hughes:

So in other words they weren’t highly trained about HP products.

02-00:14:24

Perkins:

Well—yes, they knew HP products. They sold HP, Varian, and two or three
other lines, but HP was becoming most of their business.

02-00:14:33

Hughes:

Oh, I see. So it wasn’t just exclusively HP?

02-00:14:36

Perkins:

No. They represented, typically, Varian Associates, and then different ones
had other lines. But as the years flowed, HP was becoming like 80 percent of
their business. So it had to happen. I mean, they were acquired, and they
needed to be acquired, and they were happy to be acquired, and everybody
made money, and all that. But nothing changed; every Hewlett-Packard
salesman sold every Hewlett-Packard product. There was a catalog, and there
was no specialization of any kind. So this computer comes along which is a
highly specialized thing; it’s a big deal; it takes a long time to understand all
this stuff. Nobody had trained anybody; there was nothing in place to facilitate
the salesmen to deal with this thing. I basically said to Packard, “I have pretty
much got to create my own sales force.” And he went, “Grrr, grrr, grr.” So I
went to Noel Eldred, who was the vice president of marketing, who only had
two years to go before he retired, and he said, “No way, NO WAY.”

02-00:15:58

Hughes:

Because he would lose control?

02-00:16:03

Perkins:

He would lose control. Eldred said, “There are seventeen divisions; you are
just one. They all want their own sales forces. I am not going to—” And he
looked me right in the eye—and he liked me! He said, “Tom, I am not going
to let you make my life a misery. You know? No.” I had to go back to
Packard. This is not good business practice to go around your boss [Eldred],
and all that stuff. So, I had to do that.
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I got permission to start hiring salesmen away from Digital Equipment
because they understood this stuff. And so I hired eight of them initially and
scattered them around the United States, brought them all back, trained them
on our product, got them back into the field. And immediately the business
took off. I mean just like that! Once the salesmen realized it’s a good product
and all we need is one of these specialists to help us, they started to sell them
like crazy. So the business grew. It’s hard to describe how fast it grew. It was
compounding at 30 to 50 percent a quarter, I mean, just like that. So we
started hiring, growing, everything.
The salesmen were the crucial thing. But I had to change the advertising, the
tradeshow promotion, the public relations, the way we manufactured—and the
way we treated our engineers. We had a lot of software engineers, and they
didn’t like to wear shoes. So I bought carpet for them, and they didn’t have to
wear shoes. Well this, this just upset the rest of the company. I mean, it’s
ridiculous and hard to even describe how upsetting I was—Tom Perkins—to
that whole organization.
My boss, who was the manager of the Palo Alto division, had basically a
nervous breakdown, I think because of me. Because it was organized chaos,
and he just couldn’t do it. So Packard said, “Well all right, you run it.” So I
became the division manager, and the division went from nothing, or very
small, to the largest division in the company in about two-and-a-half to three
years. And everything was different about it: our margins, our marketing
expense, R&D expense; it didn’t look like any of the other divisions. Books
have been written about how marvelous Hewlett-Packard is, and managementby-walking-around, and all that stuff. I’m not denigrating that. Dave and Bill
had seventeen divisions, but they were all the same; they were all the same
business—no difference really between voltmeters and microwaves and that
stuff. So, they could manage it by just looking at ratios. You’re supposed to
spend 15 percent on engineering, 5 percent on marketing, or whatever,
whatever. But here’s a division, the computer division—everything is
different. No relationship.
02-00:19:37

Hughes:

Well, hadn’t you created a startup within a corporation?

02-00:19:43

Perkins:

Yes.

02-00:19:45

Hughes:

And that didn’t fit?

02-00:19:46

Perkins:

It didn’t fit. So there were constant battles. Now I had really a great
relationship with Hewlett and Packard, and I had a great relationship with
everybody that worked for me in the division, and they are all famous. Bill
[William H.] Davidow, and Bill [William L.] Abbott, and Roy [L.] Clay, all

25
these guys that have subsequently done great things in Silicon Valley. That
was great, but my relationship with my fellow division managers was
absolutely awful. They hated me; they just hated me!
02-00:20:24

Hughes:

Well, they probably hated you not only because you were doing things
differently, but because you were doing it so well.

02-00:20:29

Perkins:

Well, and I was getting a lot of publicity.

04-00:20:30

Hughes:

Well, you were making money, too.

2-00:20:33

Perkins:

Making money; we were very profitable, the whole thing. But when I say they
hated me, when the idea of my coming onto the Hewlett-Packard board first
came up, a couple of them came out of retirement to go to the company and
say, “Don’t ever do that; it would be a catastrophe.”

02-00:20:51

Hughes:

Really. So it wasn’t just a passing animosity.

02-00:20:55

Perkins:

No, they really hated me; they really hated me. There were just endless
clashes, and there were some famous battles between Packard and myself. I
realized that we could not only use our computer in our instrument systems,
but we could use them in other people’s instruments and products, and so on.
But in order to do that you have to sell it at a discounted price so that they can
make the margin when they resell it, and this is called the OEM, original
equipment manufacturer. It’s a margin thing.
The company never discounted anything. If you bought one voltmeter it was
$400; if you bought 4,000 voltmeters, each one was $400, that’s it. Period.
And Packard genuinely believed that it was illegal to have discounts, and in
some ways it is, that you have to do it in special ways. But anyway, we had to
have these discounts in order to sell lots of computers.
We had a famous meeting where I proposed the whole thing, and Packard just
absolutely got furious, and he just said, “NO.” He slammed the table, and he
got up, and he stormed out of the room. I’m sitting there, and Hewlett said,
“Well, Tom, what are you going to do?” But Hewlett was no fool; Hewlett
knew I was right. And I said, “Bill, I’ll be back.” So I got all of the expert
opinion, legal advice, and everything, and I went back two weeks later, put it
all down in front of Dave, and he started to go through it, and he said, “Yes,
yes, yes.” Done. [laughter]

02-00:22:59

Hughes:

He’d been thinking about it!
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02-00:23:01

Perkins:

Well, I think why I liked him so much is that even though he could get very,
very angry, it wasn’t personal. You know? I was doing it for—

02-00:23:13

Hughes:

And he didn’t hold it.

02-00:23:15

Perkins:

No, he didn’t hold it. There was another famous one where we developed the
first time-sharing system, which was a technology that has sort of come and
gone. But the idea was a central computer hosting a large number of dumb
terminals. You know, the idea disappeared, and then it came back, so it’s still
around, time-sharing computers. But anyway, we made one, and it was— I
think we sold it for about $100,000, and it would support, as I remember,
thirty teletype machines in those days, you know, these cranking, out-punch,
paper-tape machines. But it was pretty good, and we started to sell quite a few
of those, and they competed with IBM. The rest of the company sold to IBM.
IBM was one of the largest customers for Hewlett-Packard instruments. So the
other division managers were just having a fit, and they went to Noel Eldred,
the vice president, and said, “You’ve got to stop Perkins! He’s going to
destroy our business with IBM.” [chuckling] Which was nonsense; it wouldn’t
have mattered, but anyway. So they deputized Packard to come down and deal
with me. He came in; you know the usual, “Grrrrr.” And I said, “Well, Dave,
first of all, I think the parts of IBM that are buying my computers, our
computers, don’t have any idea about the rest of Hewlett-Packard.” And I
said, “Do you want to see how we’re actually doing in this business?” Well,
so I show him the numbers, Well, we were making 70 to 75 percent margins.

02-00:25:11

Hughes:

It’s hard to argue with that.

02-00:25:14

Perkins:

It’s unbelievable. And we’d sold millions, a few million dollars—

02-00:25:17

Hughes:

And he didn’t know that?

02-00:25:18

Perkins:

No, he didn’t know that in that detail, no. I showed him the data, he said,
“Well, I think it’s all right to keep continuing.” [laughter] So we had this great
thing. So I’m running the largest division of the company pretty soon.
Then Packard went back to Washington to be the Deputy Director of Defense.
Hewlett is now running the company, and Hewlett had never run anything.
The company is growing very fast; the computers are growing very fast, and
there were problems. There were budgets and getting resources and people
and space. I mean, we needed a lot of physical space because in those days we
made everything under one roof; we didn’t sub it out the way you do now. We
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had these management meetings where everybody would be there, and I was
really pretty vocal and complaining that we weren’t running the place right.
After about six months of Packard being gone, roughly six months, Hewlett
invited me up, and I honestly thought he was going to fire me,because I had
been pretty outspoken. I also had my laser company, and I had bought a
Ferrari, and I had all— There were plenty of reasons to fire me. [chuckling]
And Hewlett said basically, “You don’t have to do this. If you want to keep
your computer division, that’s fine. But if you’d like it, I would like you to
come up here and take the office next to mine and help me run this place.”
And I said, “Well, what would I do? I mean, you’re running it.” And he said,
“Well, it would be a staff job, but any ideas you’ve got that are good, we’ll
do.” And I said, “Well, what would my title be?” And he said, “I don’t have
any idea; you invent one.” So, I did. I called myself Director of Corporate
Development.
02-00:27:34

Hughes:

Now why did you do it?

02-00:27:35

Perkins:

Why did I do it? Because— Well, the challenge. [laughter]

02-00:27:41

Hughes:

I should have known!

02-00:27:45

Perkins:

I mean how exciting, right? By this time the company was $700 million or so.
It was pretty clear it was going to be a giant company, but it wasn’t going to
get there doing it the way we were doing it. I think Packard had taken the
company as far as he could take it with his seat-of-the-pants, hands-on style.
Hewlett was much more hypothetical, theoretical, willing to look into
alternative structures and different ways of doing things.
I talked a bit about it in the book [Valley Boy], but I reorganized the company
thanks to the old Boston Consulting Group, which was a new company at that
time. They were sort of the first really good management consultants—not
like Booz Allen & Hamilton—on matters of strategy and growth and markets
and so forth. They had a free seminar on how their whole scheme worked,
back in Boston. I went back; it was a two-day thing, and in two days I got it.
[chuckling] But I didn’t need to hire them. I came back, and I explained it all
to Hewlett and implemented, and he said, “Yes.” The whole essence of it is
based upon investments in terms of market share, and so forth. Anyway, we
reorganized the company, and that’s what we did.

02-00:29:23

Hughes:

Now, was this all cutting edge?
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02-00:29:28

Perkins:

Well, yes and no. I mean, Boston Consulting existed. Their first big client in
America was Texas Instruments. They helped Texas Instruments become the
big deal that it did become, and I would say Hewlett-Packard was the second.
But they had nothing to do with it; I mean I stole their ideas—which they
invited me to steal. And so we put that in place, and I think it’s fair to say that
if we hadn’t done that Hewlett Packard would have never gotten into the
multi-billions the way it has, and I was pretty proud of that. So I did that for
two or three years, and then Packard came back and— Well, two things: first
of all he did not like a lot of what I had done. I think incorrectly, his attitude
was, all this market-share stuff; you just make the best product, and if it’s any
good you’ll get the market share. Well, it’s not quite that simple, you know?

02-00:30:47

Hughes:

You were going against his model.

02-00:30:52

Perkins:

I was going against his model. Hewlett liked it, but Packard took over the
company again. But it had gone so far that it never got changed back. So I
kind of won the battle. They liked me very much, but Packard said, “Look, I
am going to do what you’ve been doing, and so we’ll find another division for
you to run.” But I knew that because the computer division had already been
given to somebody else, they couldn’t give it back to me. And I knew the only
divisions that probably needed a new manager were in Colorado or back East,
and I didn’t want to go there. So I came in the next morning and said, “Thank
you, thank you, thank you, but I’m going to go into the venture capital
business.”

02-00:31:40

Hughes:

Now, had you just dreamed that up?

02-00:31:43

Perkins:

No, no, I had been kicking it around. But the trigger was Packard returning. I
had talked to Doriot; this is before I became Hewlett’s assistant and while I
was still running the computer division. He wanted me to come back and run
AR&D. And I looked at it pretty hard, but there was no way to restructure
AR&D to make it financially viable for me. So I could have had the glory of
running it, but I wouldn’t have made much money. I talked to him at length
about that, and I turned it down. In fact, it never did get restructured; it got
sold to Textron. Doriot never solved the problem, so he sold the whole thing
and did not make any money on it. So I had flirted around with that, and I had
talked to Bill Davidow, who subsequently became a venture capitalist, and a
guy named Jack McKittrick, who also did, about maybe doing something. But
I didn’t.

02-00:33:12

Hughes:

Doing something, but not venture capital?

29
02-00:33:15

Perkins:

Yes, venture capital. Setting up a venture capital fund. But a whole mixture of
things [for my not doing venture capital right away]. The challenge of
working for Hewlett came, and I wanted to do that instead. I’m glad I did
that— Well, it speaks for itself, I mean, it was a pretty good job. So then I quit
for the second time, and I met Kleiner, and the rest we need to talk about.

02-00:33:56

Hughes:

It’s getting close to two. It’s okay with me if we start Kleiner Perkins.

02-00:34:05

Perkins:

Well, let’s start on it because who knows— I’ve got a doctor’s appointment at
three o’clock, so we can’t go too far.

02-00:34:12

Hughes:

How did you meet Eugene Kleiner?

02-00:34:24

Perkins:

I had been playing around with the idea of venture capital, and I realized that I
had been a venture capitalist in the whole University Labs thing. I never
worked there, but I put up the money, and I managed it very successfully.

02-00:34:45

Hughes:

You put up the money, but not entirely, did you?

02-00:34:50

Perkins:

No, I put up all the initial money, and then we raised venture capital later.

02-00:34:55

Hughes:

Don’t I remember that Packard invested?

02-00:34:58

Perkins:

No, they didn’t invest in that. But John [A.] Young and some other managers
from Hewlett-Packard [did]; some of the managers at Hewlett-Packard had an
investment club. I raised money from three sources: the HP club, Sutter Hill
[Ventures], and a small brokerage outfit called Davis, Skaggs. They are no
longer around, and they had a little venture pool.

02-00:35:42

Hughes:

Did you do this in the traditional way, or what became the traditional way?
Going around and making presentations and all that formal stuff?

02-00:35:50

Perkins:

Yes, yes, but it was pretty easy. First of all, there was a buyer’s stampede.
University Labs was very profitable, and I was very successful running the
Hewlett-Packard division. This was not too hard a decision to invest. So I
raised, I think, only $200,000, and I got a good valuation on University Labs,
and that was it.

02-00:36:24

Hughes:

This is the mid-sixties?
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02-00:36:28

Perkins:

Mid-sixties, yes.

02-00:36:30

Hughes:

So there’s not much venture capital with a capital VC?

02-00:36:33

Perkins:

No, no, this is really early days. Let’s just talk about that. At that time, Sutter
Hill— Draper, Gaither & Anderson had shut down by then; they were gone.
So Sutter Hill existed, Bryan and Edwards existed, Pitch Johnson was around,
but very small.

02-00:36:56

Hughes:

And only his own money?

02-00:36:59

Perkins:

And only his own money. And Davis & Rock. But I had met Arthur.

02-00:37:22

Hughes:

Mr. Perkins is looking at a list of early venture capital firms.

02-00:37:27

Perkins:

[commenting on list] I think Page Mill Associates is the Hewlett-Packard
investment club. Davis & Rock, Draper and Johnson, Sutter Hill. Fireman’s
Fund is Reid Dennis. Bessemer is New York; Hambrecht and Quist, yes; Don
Lucas; Rock. This was before Mayfield; it was Davis & Rock. That’s before
Mayfield was set up. Anyway, yes, I know all these people.[puts list down]
So I really only needed to go to three people, and I got them all. And it was
really, I remember, very funny. At the Page Mill Associates, which was the
Hewlett-Packard investment thing, I was going to lunch with John Young. We
were very good friends, we still are— He became president of HewlettPackard. And John says, “You know, our club heard about this hot laser deal;
it’s backed by really big money from back East.” [laughter] And I said, “John,
no. You’re looking at it!” And we laughed. And they all made a lot of money.
So everybody was happy; everybody was happy. I remember John Atalla said,
“Tom, are you going to make me rich?” And I said, “John, I’ll make you rich
in experience.” He said, “No, no, no, no.”

02-00:39:20

Hughes:

I want the hard cash.

02-00:39:21

Perkins:

I want the money; I want the green.
So when I said okay, I am going to become a venture capitalist, I had already
been very successful at HP, and I had already made millions in sort-of venture
capital. And so I had a pretty good resumé. I had talked to a friend, an
acquaintance, Peter [O.] Crisp, who managed the Rockefeller family
investment portfolio for high-risk stuff back in New York. I forget how I met
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him, but I met him. And I told him, “I’m flirting around with venture capital,
and would you be interested?” And he said, “Yes, we would. I think I could
put probably a million dollars of the Rockefeller University endowment into
your fund, if you set up a fund.” In those days that was a lot of money,
because they managed the Rockefeller endowment. So this wasn’t written or
anything, it was just we probably could do that. So I sort of had a million, but
I figured I needed $5 or $6 million, and I would put in some of my own
money, but not all of it.
02-00:40:49

Hughes:

Now Kleiner hasn’t appeared yet?

02-00:40:50

Perkins:

No. So I go to— There was an investment banking outfit, Robertson, Colman,
Siebel, and Weisel—they are gone too— But Sandy [Sanford R.]
Robertson—I don’t want to sound immodest—but Sandy identified me as a
superstar when I was still running the HP thing. He had in mind hiring me to
do something somehow that he could make some money on. So we were sort
of friends, and I went to him and said, “I’ve decided I’m going to do venture
capital. Can you help me raise the money? I’ve already got a million from the
Rockefeller family.” He said, “Great, yes, I can help you, but you’ve got to
meet Eugene Kleiner. He’s just like you; he’s doing the exactly the same
thing. He wants me to help him also, and he has got some money from the
Hillman family, and you guys should just meet each other.” And, oh—okay.
[deep sigh]

02-00:42:09

Hughes:

[chuckling] If you say so.

02-00:42:15

Perkins:

Yes—whatever. And Kleiner, I subsequently learned, had exactly the same
reaction—whatever. So we agreed to call each other. We agreed to meet at
Rickey’s down on El Camino in Palo Alto for breakfast. And we each thought
it’d be a twenty-minute breakfast. So we meet; we couldn’t have been more
different in every—every way. Eugene was ten years older than myself. He
was Viennese with a rich Viennese accent, sort of portly, very quiet, but very
bright, very successful—and we were similar. He had been running all
departments, except research, for Fairchild Semiconductor. He had started,
then, a company in the education machine business, which wasn’t too great.
But he sold it to Raytheon, and he made a bunch of money. He was a limited
partner of Davis & Rock, but this was before they really had done a lot.
Anyway, he was very impressive. So we talked all morning; we talked
through lunch; we went back to my house and kicked it around the rest of the
day.
We got together the next day, and we decided yes—yes. And so I wrote the
original business plan for Kleiner Perkins. We decided to call it Kleiner
Perkins instead of God knows what else, which I think was a very good
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decision, incidentally. We kicked around other names, like Pantechnic or
something—I don’t know. Anyway, I remember saying to Eugene, “Look, if
we’re not proud enough of it to put our names on, what are we doing? And he
said, “You’re right.”
02-00:44:17

Hughes:

It may not have harmed to have your names on it.

02-00:44:18

Perkins:

Well, who knows? We weren’t famous, but we were sort of getting there.
Anyway, so he had $4 million committed from the Hillman family who he had
met through—how did he meet them? I think through Davis & Rock, but I’m
not sure about that—yes, through Tommy Davis.

02-00:44:47

Hughes:

And that was family money?

02-00:44:48

Perkins:

Yes, the Hillmans are enormously wealthy and very, very low profile. They
are multi-billionaires. Henry Hillman’s father— Henry is still alive; he’s in his
high eighties now. His father was one of the original robber barons, you know,
coal, barges, steel—Pittsburgh. And Henry inherited, I don’t know, $50
million in 1940, or something like that, and he has just multiplied it forever.
So the Rockefellers said, “Yes, whatever, that’s fine. You and Kleiner get
together.” But I had to go back and meet Henry, because— You know. We
got along very well at that meeting, and he said, “Okay, I want to take half of
your fund. So you want to raise $10 million, I want $5 million.” And I said,
“Gee Henry, that’s just wonderful, why do you want that?” And he said, “So
you’ll return my phone calls.” [laughter] So we had Henry’s $4 million, my
$1 million, so we had five. It was almost impossible for us to raise any more
money. It was extremely difficult.

02-00:46:17

Hughes:

Did you have a figure in mind?

02-00:46:19

Perkins:

$10 million.

02-00:46:21

Hughes:

Did you just pull that figure out of the air?

02-00:46:22

Perkins:

Yes, yes. Making a fairly long story short, we were only able to raise $8
million. And we picked up a couple of insurance companies in Wisconsin, and
here and there. No significant money from New York. No real significant
money from Silicon Valley or Northern California. We decided that it’s just
going to take us too long to get to the $10 million. Let’s close with what
we’ve got and get on with it.
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02-00:46:58

Hughes:

How long had it been?

02-00:47:00

Perkins:

Oh, it had been three months. I mean it was pretty fast, not very long. But, we
sort of got the easy money immediately, and then, this is going to take—

02-00:47:13

Hughes:

And then it got difficult. Was the economy playing into this? The oil crisis
was coming the next year [1973].

02-00:47:19

Perkins:

Yes, there were various crises. The stock market was in one of its swoons
then, but not as bad as it later got. But the short-term stock market always
influences the long-term decision. It shouldn’t, but it does. So we had those
problems. But at $8 million we had the largest fund in the world. The largest
fund in the world, and everybody said it’s far too large, and you’ll never
invest that much money. And they were right. We only invested $4 million
out of that.

02-00:48:01

Hughes:

Is that so?

02-00:48:02

Perkins:

We gave the rest of it back.

02-00:48:11

Hughes:

Why don’t you tell me what those companies were.

02-00:48:15

Perkins:

Well, before I do that, let me tell you what was different about Kleiner &
Perkins then. It was different at the time; it’s still in a way different; and we
knew enough about it to know that it was different. I wish I could find that
original business plan.

02-00:48:39

Hughes:

Well, don’t ever let anything happen to it.

02-00:48:41

Perkins:

I don’t know where it is, but it exists. But it was really very interesting. If you
read it now, even after all these decades— We knew what we wanted to do,
and we said we were going to do it, and we did it. We distinguished ourselves
right from the beginning by saying: We are not investors. We’re not WallStreet, stock-picker, investor people. We are entrepreneurs ourselves, and we
will work with entrepreneurs in an entrepreneurial way. We will be deeply
involved in what they are doing. We will be in it up to our elbows. This is a
different kind of venture capital, and we will “Make It Happen.” I remember
one of the chapter heading in the business plan was “Making It Happen.”
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So we drew upon my experience at the University Labs, Eugene’s experience
in what he’d done—and we had done that, and really nobody else. I mean, you
look at Arthur Rock or Bill Draper, Don Lucas. They’d just put the money in,
basically, and they’d maybe be on the board.
02-00:49:58

Hughes:

And Pitch Johnson too?

02-00:50:05

Perkins:

Well, Pitch has deserved pride in his ability to work with management. He
always talked about how he was a foreman in a steel mill and all that. But
Pitch was operating on such a small scale in those days that he wasn’t a factor.
But I would say Pitch was closer to us than anybody else. But Pitch had never
done what Eugene and I had done. I mean, he was a foreman in a steel mill; he
had never started a venture. So we really had done it. So that was one key
thing.
The second key thing, and I honestly think this is the key contribution that
Tom Perkins has made to the American venture capital industry: I cleaned it
up. Well, what do I mean? Before Kleiner & Perkins, we had all kinds of
investment partnerships. There was Fred [Frederick R.] Adler representing
General Electric money back in New York, and Reid Dennis, and all these
people.
There were abuses. I won’t name names, but somebody would see a venture,
and they would buy the stock in the venture at $1 a share, and then they’d put
their fund into it at $10 a share and pocket the difference. I thought that was
just unconscionable, you know? They would use the fund like a lighthouse to
attract ventures, and then a really good one would come along, they’d pick it
and the fund would never see it—another abuse. They had no audited
statements. Most of these investment partnerships did not provide their
investors with audited statements. They would co-invest with their fund. They
wouldn’t do deal A or B, but C would come along, look pretty good, so they’d
go into it with their fund, maybe at the same price, who knows, maybe at a
better price. So they’d cherry pick among the deals. I thought all of that was
unconscionable.
So we wrote what we called the Investor’s Bill of Rights, [chuckling] right in
our first business plan. We pointed out what these abuses were, and that we
just simply wouldn’t do them. And we even took it one step further; that we
wouldn’t invest in anything whatsoever that the fund might invest in. I mean
we might invest in real estate, because the fund wasn’t ever going to do real
estate, but we would never do anything that the fund could have invested in.
So that was a fairly big deal.

02-00:53:18

Hughes:

How was that received?
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02-00:53:20

Perkins:

Well, obviously well received, obviously well received.

02-00:53:24

Hughes:

Well, but not by your peers who were misbehaving.

02-00:53:28

Perkins:

Well, who knows? But, once we did that, and once we were so successful,
nobody could do it any differently. That was it.

02-00:53:39

Hughes:

You’d set the standard.

02-00:53:47

Perkins:

We set the standard, and it’s still that way. Now our competitors did some
things that we refused to do. And that is that they would give the limited
partners involvement in approval or disapproval of what would be invested in.
We said, “Absolutely not. We will not do that, and we will not even expose
you to the ventures. We won’t have an annual science fair where you come
back and get to see all the ventures and all that.”

02-00:54:09

Hughes:

And that was happening?

02-00:54:13

Perkins:

Well, no, it wasn’t that. We were the first to do the reverse of that, which is to
get our companies together to help themselves. But no investors involved. Just
to work with each other, support each other, get to know each other, and all.
We pioneered that. We are still way ahead on that. So it’s fairly simple; it’s
fairly obvious.

02-00:54:42

Hughes:

By being proscriptive about what shouldn’t happen, as well as what should
happen, aren’t you eliminating a number of potential co-investors?

02-00:55:02

Perkins:

No, but we’re eliminating a number of ways to get rich.
You look at KKR [Kohlberg Kravis Roberts]. I only can stand in awe of what
they have done. I mean, they put a fund together, they pay themselves a fee
for putting the fund together; they make an investment, they pay themselves a
fee for making the investment; the investment makes some money, they take
the profit out, whether the rest of the fund is above water or not. To me this
is— In my book I said I was an investor in a cattle-feeding tax-shelter deal
once years ago, and I remember I called the general partner to find out how
things were going, and he said, “Tom, your cows died.” [laughter]

02-00:55:57

Hughes:

[chuckling] Well, so much for that.
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02-00:55:59

Perkins:

So in these big funds your cows can die, and they will all get rich. You see
this is the Wall Street syndrome. Now, Kleiner and I, we used to sit around
and say boy, we are really stupid. I mean we are making whatever we’re
making, which was not bad. But, my God! You know we just wouldn’t have
had the gall to even think of doing what KKR did. I mean to this minute Wall
Street just astonishes me in what they do—astonishes me.

02-00:56:32

Hughes:

People in general just assume this is the way it’s done?

02-00:56:41

Perkins:

This is just the way it’s done, yes. Over the years we’ve never had any dispute
with an investor, not once. There has not been a venture capital scandal in
general. You go on Google, and you say Wall Street scandal, and you’ll get
about two million hits. Do the same with venture capital, you’ll get maybe
100,000. But it will all have to do with the pricing of stock options in the
ventures themselves, not with venture capital firms. So I think Kleiner and I
should get some credit for what we did.

02-00:57:25

Hughes:

Does the industry give you that credit?

02-00:57:27

Perkins:

Oh, I think so. I don’t think they’ve thought about it. I think they’d give us
plenty of credit for incubating and initiating ventures, which is probably what
we’ll talk about the next time.

02-00:57:37

Hughes:

But of course this would all be water off a duck’s back if you hadn’t built a
successful partnership. Otherwise, who cares what Kleiner and Perkins say?

02-00:57:48

Perkins:

Exactly, who cares?
There is one interesting thing that goes into the future: we went from a 20percent carried interest to a 30-percent carried interest.

02-00:58:08

Hughes:

How far along was it?

02-00:58:10

Perkins:

Oh, we’ve had that for years. The way that came about is: I had this idea of
changing what we were doing and raising a great deal more money and
becoming more of a wholesaler of venture capital, working through other
venture capital partnerships that we knew around the country. I had proposed
raising a billion dollars. I was going to use Morgan Stanley to do it, and it was
going to happen. To facilitate that I was going to drop our carry from 20
percent to 10 percent, and good old Henry Hillman said—this is years ago—
he said, “Tom, I will invest some money in that, but if you will only raise
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$100 million, I’ll take 50 percent of it, and I’ll pay you 30 percent. I found
that very persuasive.
So I called our other partners, the University of California, and so on. I will
never forget—I called the treasurer over at Berkeley for their endowment, and
I said, “We’re putting this new fund together. “It’s going to be $100 million
and 30 percent.” “What? NO! Wow, ugh—that’s ridiculous, really terrible.” I
said, “Okay, never mind.” He said, “Well, wait a minute, wait a minute. You
mean I’ve got to pay 30 percent to participate?” And I said, “Well, this is sort
of being forced on us by Henry Hillman.” He said, “I just can’t believe it; I
can’t believe it. Okay.” [laughter] But they have all made more from us at 30
percent than they have from anybody else at twenty.
All right, I think we have to wind up now. I’ve got to get out of here. Is this
what you were looking for?
02-01:00:11

Hughes:

It definitely is.

Interview #2: September 23, 2009
Begin Audio File Perkins 3 09-23-2009.mp3
03-00:00:00

Hughes:

This is the second session with Mr. Perkins. It’s September 23, 2009. We got
Kleiner Perkins founded last time. You also talked about raising the first fund.

03-00:00:28

Perkins:

Yes, I think we did talk about that.

03-00:00:34

Hughes:

And it wasn’t easy.

03-00:00:35

Perkins:

It was very difficult, and we weren’t able to raise the full amount we wished.

03-00:00:39

Hughes:

So should we go straight to Tandem Computers?

03-00:00:44

Perkins:

Sure. We hired Jimmy Treybig and Jack Loustaunou from HP. Jimmy had
been manager of the peripherals divisions of HP, and Jack Loustaunou was
the chief financial officer for the computer divisions of HP. They both wanted
to join Kleiner Perkins as partners, and they did.

03-00:01:21

Hughes:

As full partners?
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03-00:01:18

Perkins:

No, we called them employee limited partners. Kleiner and I were the general
partners with all the risk, but we gave them partnership participation as
working limited partners. It was a special category. So they had an incentive.
We did various deals. In my book I talked about what we did—some
semiconductor things. We did a venture in printers, which was a Sutter Hill
venture that Sutter Hill invited us to participate in. We did about seven or
eight deals. If you exclude Tandem and Genentech and only look at those
seven or eight deals in that first partnership, they were profitable, but just
barely profitable. I mean it wasn’t a catastrophe, but it was not something you
would ever write home about. As we got into it, we realized, Eugene and I,
this is not working. We were not seeing opportunities. I don’t think anybody
was seeing opportunities, world-class, wonderful opportunities that you just
really felt excited about investing in. They just weren’t there. We were getting
business plans, but they were banal, most of them. The sort of thing you
would read and just shrug your shoulders.

03-00:03:11

Hughes:

Does this just happen that there’s a cluster of nonentities?

03-00:03:16

Perkins:

No, Kleiner and I were too early for a big fund in Silicon Valley. The water
hadn’t come to a boil; there just wasn’t that much going on. There was a little
bit, and the little bit that was going on was enough to keep John Bryan and
Draper and Rock and all those engaged—

03-00:03:44

Hughes:

Pitch Johnson.

03-00:03:16

Perkins:

—but not that busy. And so we were trying to accelerate everything, and this
is like pushing against a wall when there is no wall; you just sort of fall down.
So Eugene and I were open towards and talking about, maybe we’ve got to do
this ourselves. We were talking to Jimmy Treybig and Jack Loustaunou about
that too, and basically Treybig said in his Texas accent, “Well, I’ve got an
idea.” It was the fault-tolerant computer which he had been involved with at
Hewlett Packard, which I had been involved with to some extent. But true
fault-tolerant computers really didn’t exist. I mean, there were computer
systems that were designed to deal with failures, but they weren’t fully
automatic and fully foolproof.
So Jimmy had this idea of a new computer system, and he and I began to kick
it around, just between us. I was reasonably expert in computer technology
myself, and I couldn’t see any problem with it, superficially at least, with the
theory of it. So we hired two experts; we hired a hardware expert by the name
of Jim [James A.] Katzman, who was at HP, and a software expert named
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Mike [Michael D.] Green to work full-time on this idea and see if the
hardware and software could be worked out to make this thing feasible, and of
course they did. It was a breakthrough in computing; it was a packet-switched
multiprocessor system that was years ahead of anything else, and it still exists.
It’s still going right now at Hewlett Packard, and the technology was very
important.
So we decided to put a company together around this idea. I wrote the
business plan with some help from Jimmy. Jimmy and I tried to raise money
to finance it, and we couldn’t raise any money, at least initially. We went all
over; we went back East. There’s a famous story: Jimmy was very much a
Texas boy, and very uncomfortable in clothing, you know, dressed up.
[laughter] I wanted to take him to New York to raise money. So one afternoon
I took him up to San Francisco—we were down in Menlo Park—and we went
to Brooks Brothers. I bought him everything: shoes, socks, shirts, ties, jacket,
pants, everything. The salesman probably thought he was my boyfriend or
something. [laughter]
03-00:07:23

Hughes:

He needed to be presentable.

03-00:07:28

Perkins:

Yes. This was before Frank [Caufield] joined the partnership, but I remember
him talking about that later. He said, “Tom had Jimmy’s teeth capped and his
own fangs pulled to go back to Wall Street.” [laughter] The joke is we got
back there, and we were making our presentations, and Jimmy said, [imitating
a Texas accent] “Well, how do I look? Tom dressed me.” He just made a big
joke of the whole thing. But in spite of his charm and everything, we did not
raise the money.
But the more I thought about it, the more sales presentations I made, the more
infatuated I became with the idea myself. So I prevailed upon Kleiner to
finance the whole thing, so that we would do the first round of the company,
100 percent out of the partnership, which was a big commitment of our
capital. Now don’t ask me how much it was, but it was probably pretty close
to $1 million.

03-00:08:32

Hughes:

Now, why does Kleiner finance it? I believe you had some money from the
sale of your company.

03-00:08:41

Perkins:

No. Kleiner and I had started Kleiner & Perkins; we had put in our own
money. One of the things I maybe have mentioned, that bill of rights—

03-00:08:54

Hughes:

Yes, you did.
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03-00:08:54

Perkins:

The idea is that we would invest as limited partners into Kleiner Perkins,
which we did. So any investment that Kleiner Perkins made had our automatic
participation. So I had to persuade Eugene for the partnership to finance
Tandem Computers. Which he did; he agreed. Sort of at the last minute, Pitch
Johnson, who we made a presentation to, decided he would participate in a
very small way. But it was an endorsement of the idea.

03-00:09:26

Hughes:

Are all these people hesitating because they can’t really see how this computer
is any better than any other system that’s out there?

03-00:09:37

Perkins:

Well, I think there were a number of reasons. First of all, it was a technical
thing, and they were not technologists. I don’t think they fully understood it
the way Jimmy and I did, and Eugene did. Two, there was already
competition: IBM, Hewlett-Packard, and Digital Equipment were already in
the market. Three, the stock market was in one of its funks right about then,
and nobody could imagine that two years in the future it would be any better,
that sort of thing. And I think people just thought that it would be a mistake.
I remember when we had raised our money Henry Hillman said, “What are
you going to invest in?” And I said, “Well, blah, blah, blah.” And I didn’t
answer the question. And he said, “Well I hope you won’t invest in
minicomputers, because I think that has come and gone.” Well, this was, of
course, a minicomputer. But I hadn’t promised we wouldn’t; I just didn’t say
that we would.
So there were a lot of negative ideas out there. When we started the company
[Kleiner & Perkins], everybody on Sand Hill Road and at Hewlett-Packard
thought we were going to fall flat on our face. Hewlett-Packard gave us no
trouble, even though we had hired some people from Hewlett-Packard,
because they just thought we were going to fail.

03-00:11:17

Hughes:

But also you mentioned that Treybig had the idea for the computer while he
was still at Hewlett-Packard.

03-00:11:29

Perkins:

He did, he did; he promoted it.

03-00:11:31

Hughes:

But Hewlett-Packard didn’t feel—

03-00:11:33

Perkins:

No, no. He tried to— Well, I don’t how hard he pushed, but he did have the
idea, but he was not running the whole computer operation. He was just
running part of it, and he pushed the idea, and HP didn’t do anything with it
and had no proprietary interest in it. We never had any trouble with HP on
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patents or litigation or anything like that. Because of my connections to HP, I
didn’t want to pirate people from HP and irritate HP, and we never really did.
We hired some people, but mostly not, although Tandem had the reputation of
being an HP spinout, but it really wasn’t. But that misperception was mostly
because of Jimmy’s involvement and my involvement.
So we developed the system, and it worked. We had a hell of a hard time
selling the first one. It was very, very difficult, and I think we sold, was it
Citibank? I think it was Citibank thatwas our very first customer. I remember
talking to the executive that made the decision. I said, “Why did you buy it?”
He said, “I figured there was a 70 percent chance you’d never deliver
anything, but I wouldn’t risk any money. If you did deliver it, and it did what
you said it would, it would be fantastic.” So, we did and it did. Then Tandem
took off very fast, and we got all kinds of further financing, and it turned out
to be a huge success. So Treybig and Jack Loustaunou decided to work both
full-time at Tandem. Instead of trying to hire a management team and they
stay in the [Kleiner Perkins] partnership, they both left to join Tandem.
03-00:13:37

Hughes:

And that was fine with you?

03-00:13:42

Perkins:

It was fine with me, sure. It was fine with them; it worked out well. I didn’t
work full-time at Tandem, but I worked probably 60 percent of my time at
Tandem, hiring people, recruiting, planning the financial side of it, and then
later raising endless money, and so forth, plus, just deeply involved in the
strategy of the company.

03-00:14:08

Hughes:

Now that is sort of the nameplate, or whatever the term would be, of Kleiner
Perkins in the eyes of the world.

03-00:14:20

Perkins:

That’s right, yes.

03-00:14:22

Hughes:

From the get-go, you and Kleiner were going to be really hands on in
managing companies?

03-00:14:42

Perkins:

Yes, we always said we would be hands on. But we didn’t think we would
start the companies. We thought we would just be deeply involved with the
entrepreneur, which we were in everything. But Tandem, Genentech, and
Hybritech were three huge hits where we really started the companies. So we
went beyond what we said we would do in our original business plan. But the
deep involvement was there always, right from the beginning.
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03-00:15:22

Hughes:

I interpret from that remark that after those three companies you did withdraw
a little?

03-00:15:31

Perkins:

No, we continued to do it. But first of all, it became something that a lot of
people started to do, and it became something called ‘incubations’ and all of
that. So it’s not that we stopped doing it, it’s more that others began to do it,
and so the uniqueness of what we had pioneered began to wear off. But for
those three companies, we were way ahead of the field, way ahead.

03-00:16:01

Hughes:

Now was it almost immediately obvious that Tandem was going to be a
success? And were you then on a roll so that from then on it wasn’t as difficult
to raise money?

03-00:16:11

Perkins:

Yes. Tandem never really faltered. It did what it said it would do when it said
it would do it, although the sales were a little slower to take off, and then took
off more rapidly. But it basically hit its plan. And Tandem was never terribly
difficult to finance because it was much more understandable than Genentech,
and it was a computer company. It had great margins, great customers, a
worldwide market, proprietary software, proprietary hardware. It was, as they
say, a no-brainer once it was up and running and once we proved it would
work. So I have to congratulate Kleiner and myself for taking the initial risk
on it, because if it hadn’t worked we would have lost an awful lot of money
and looked pretty foolish. It would have destroyed that fund, and we wouldn’t
be talking about it now.

03-00:17:21

Hughes:

Well, exactly. Would Tom Perkins be a venture capitalist?

03-00:17:27

Perkins:

No. God knows what I’d be doing. I wouldn’t be a venture capitalist.

03-00:17:28

Hughes:

In that interim period, when things weren’t going well, did you ever have a
thought in the deep of night that you had made a mistake?

03-00:17:39

Perkins:

No, I didn’t. In my book I made a joke of some of the things we did, but they
weren’t that stupid. And we did make a profit on the other things than these
three companies that were so important. So I mean it wasn’t idiotic. But I
don’t think I ever had a doubt that Tandem Computers would succeed.

03-00:18:03

Hughes:

And you were pretty confident if Tandem succeeded that you would succeed?
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03-00:18:09

Perkins:

Oh yes. I remember during the process that we were developing Tandem and
before we had it working, just being very impatient because I knew it was
going to work, and I just wanted to get on with it. And I was right, it did work.
Genentech is not quite that simple, but it’s similar. Should we go on to
Genentech?1

03-00:18:35

Hughes:

Yes, I’d like to. When Treybig and Loustaunou left, of course they left empty
places, and I suppose that’s why [Robert A.] Swanson comes in as a junior
partner.

03-00:18:47

Perkins:

That’s right. We needed to replace Treybig because he was the technical,
marketing kind of guy, and so we hired Bob Swanson.

03-00:18:59

Hughes:

But why?

03-00:18:59

Perkins:

Well, Eugene knew Bob. Bob worked for Citigroup, I think.

03-00:19:09

Hughes:

Yes, Citicorp Venture Capital.

03-00:19:09

Perkins:

I had never met Bob, but Citigroup had invested in the semiconductor
company that we had invested in, whose name I can’t remember, which was a
catastrophe. It was no good; we lost all our money very quickly, and it was a
mixture of incompetence and fraud on the part of the entrepreneurs. [laughter]
Yes, it’s a bad mix. It wasn’t even a good Ponzi scheme.

03-00:19:38

Hughes:

[laughter] Well, you’ve got a good model now in Bernard Madoff.

03-00:19:39

Perkins:

1

Eugene was on the board of directors and so was Bob, so they met each other.
We’d spun Jimmy out; we were looking for somebody else, and Eugene said,
“I know this Bob Swanson who I’m very impressed with. Why don’t you meet
him?” So I met him, I was impressed, and we hired him. We replaced Jack
Loustaunou with a lady named Gerry Myers who did the financial side of our
business for years. We also moved from Menlo Park up to the Embarcadero
Center [in San Francisco]. We were in building number two, the second
building built. This was before this building [building 4] was built. We had

Perkins’s oral history in the Genentech series is online at http://bancroft.berkeley.edu/ROHO/projects/biosci/. The
oral histories with Herbert Boyer, Robert Swanson, and Arthur Riggs take a somewhat different perspective on
aspects of Genentech’s early history.
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the penthouse; it was beautiful but very small, and that’s neither here nor
there.
03-00:20:41

Hughes:

Why did you move?

03-00:20:43

Perkins:

Well, both Eugene and I loved San Francisco, and we just didn’t want to be
part of the herd. On Sand Hill Road, where we had been, more and more
venture capitalists were gathering, and they were going to lunch, and they
were having entrepreneurs, and everybody knew what everybody was doing.
There’s a herd mentality in investing that’s very pernicious and pervasive and
can influence your thinking. It’s just like you really don’t want to know what
the stock market is doing when you’re making an investment. It doesn’t
matter because you are going to be years in the thing before you ever get out
of it anyway. But that short-term herd mentality was annoying to Eugene and
myself, and we thought let’s just get out of here since we both love the City
anyway. So we did. We were in that office for, oh gosh, I want to say about
three years, and then we moved into a bigger office in building number three,
next door, for several more years. Finally we had hired so many people that
were commuting up from the Peninsula that we moved back down, first to
Palo Alto and then back to Menlo Park. So that’s where we still are. That’s the
whole cycle.
But anyway, Bob Swanson lived in the City and coincidentally, purely
coincidentally, was the roommate of Brook Byers, who worked for Pitch
Johnson, so they knew each other. I didn’t know that when we hired Bob. And
then they both married and were no longer bachelors. Anyway, so Bob
worked on various Kleiner Perkins deals that we had, one of which was a
company called Cetus, which subsequently became very famous, in the East
Bay, founded by two medical doctors, Dr. [Ronald E.] Cape [interviewer note:
Cape is a PhD molecular biologist2] and Dr. [Peter J.] Farley. They were
interesting. They were very promotional, good salesmen, and their business
plan was to automate biological laboratory instrumentation, cell counters, and
such things. They made a good presentation, and we invested along with a
bunch of other investors at a fairly high valuation, as I recall. I want to say it
was like $30 million, which I think was the total valuation of the company,
which in those days was an awful lot of money. But we invested anyway, and
both Eugene and I were the least comfortable with Cetus of any of the other
things we were doing because the valuation was so high that it had to be very,
very successful for us to make any money.

03-00:24:03

Hughes:

2

You were also entering a new field.

See Cape’s oral history in the Bancroft Library series.
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03-00:24:05

Perkins:

Yes and no. It was biotech but from the laboratory side.

03-00:24:15

Hughes:

Not making drugs.

03-00:24:17

Perkins:

Absolutely, no pharmaceuticals, no recombinant DNA, nothing like that. It
was an instrument company whose focus was in biotechnology, and they were
not getting anywhere. They just were very slow and making almost no
progress, and Eugene and I were very frustrated with them. So I asked Bob
Swanson to work more or less full-time trying to help Cetus accomplish
something. So he spent a fair amount time over there, and he did not like the
doctors Cape and Farley, and they didn’t like him.
One of the things Swanson did on his own initiative was to set up a luncheon,
a brain-storming lunch, with the Nobel Prize winner Donald [A.] Glaser. He
got the Nobel Prize in physics, but he was working in biology at the time, so
he changed fields. He was a small investor in Cetus, personally somehow. I’ve
forgotten how that came about, but anyway, he had a small stake in Cetus. So
he agreed to a lunch with Cape and Farley and Swanson, and at the last minute
Swanson invited me to attend. So we went over to Berkeley somewhere and
had a fairly long lunch. I had never met Glaser before, and he was, of course,
a genius, and he was just a fountain of ideas, just this, this, this, this, this. And
no matter what he said, it was like water off a duck’s back—Cape and Farley
could care less; they paid no attention.
One of the things that Glaser touched upon was the then possibility that you
could open up a gene and insert something new into it and close it again. And
if you could do that, and if you could have that gene express, you could make
a new substance. That idea went over my head at about forty miles an hour,
and it didn’t register.

03-00:26:42

Hughes:

Well, you don’t come out of biology, no wonder.

03-00:26:46

Perkins:

No. And neither did Cape and Farley [register]. But Swanson really got that. I
remember the next day he took me aside and he said, “This idea is absolutely
fantastic; it is revolutionary; it will change the world; it’s the most important
thing I have ever heard.” And I said, “Yes, now that you put it that way,
you’re right. Let’s get Cetus to do that.” And Swanson said, “Yes,
absolutely.”

03-00:27:23

Hughes:

That’s kind of amazing. Swanson has an undergraduate degree in chemistry.
He had no particular background in biology.
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03-00:27:33

Perkins:

Right, yes. But he was a very smart guy. [chuckling] So he went back over to
Cetus for the next several weeks trying to persuade them to do something with
this, and they said, “Well, you know, we don’t have the manpower,”
whatever, whatever. I remember calling Cape and Farley and saying, “Look,
we’ll loan you Swanson and let him set up the division of your company.
We’ll put in money and whatever—let’s do this! It sounds really exciting.”
“No, no, no, no.” So that was that, and I said, well, I guess that’s that.
Swanson, of course, didn’t give up on the idea. I mean this is all very famous,
and you know all of this. But he pursued, he read up on it [recombinant DNA
technology], and then he discovered the two pioneers, or two leading experts,
Stanley [N.] Cohen and Herbert W. Boyer, Cohen at Stanford and Boyer at
University of California. Between the two of them they had the basic patents
on what are called restriction enzymes, which will open and another one that
will close strands of DNA.3 So you can open and then find a match, seal it at
the end of that, close it back again, and have a closed loop of DNA called a
plasmid. Well, they had the patents on the enzymes. What I have just
described had never been done.
So,Swanson met Boyer, and he pestered Boyer on the phone until finally
Boyer agreed to a meeting. They had the meeting, and it was going to be five
minutes on a Friday afternoon, and that’s as far as Boyer was concerned. It
was a famous meeting; it went on for hours over beer and everything. Boyer’s
attitude was it’s all great, and yes, it might work, and it could be very
important. But it’s, you know, ten years. Swanson kept saying “Why does it
take so long?” And Boyer said, “Well you know, you’ve got to write the
research grants, and you’ve got to get the funding.” And Swanson said, “Well
what if you had the money? What if you didn’t have to write any research
grant, you just have the money?” “Well, then I guess I could buy the
equipment.” And after two or three days Boyer had come around to the point
of view, yes, it could be done. And it could be done right away.
So Swanson and Boyer put together a business plan—and I think they even
had the name Genentech—to fund what was Genentech, and they brought it to
me. Of course, Swanson just brought it to the office, basically, to be financed.
And as I recall they wanted $2 million or $2.5 million, which in those days
was an awful lot of money, to do Genentech. And they were going to rent
space, hire people, buy equipment, and then see. Well, and you also had to
negotiate rights from the University of California and Stanford to use the
technology.

3

The three Cohen-Boyer patents cover the recombinant DNA procedure and products.
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So it was a complex mix of things that had to happen. And then try this
experiment, see if you could make— First of all you had to make a gene.
There was no way in those days to extract a gene from nature, so you had to
put it together amino acid [nucleotide] block by amino acid [nucleotide] block
using analytical chemistry. There were only two organizations in the country
that could do that; one was MIT and the other was the City of Hope Medical
[Center] in Duarte, California. So they were going to try to get space, hire
people, do this, and then see if it worked.
Swanson brought in Boyer; I met him; we went through all this, and of course
I didn’t understand the technology. But I asked Boyer what equipment, what
tests, how will you know if you have succeeded, what’s the size, how much
does the equipment cost, stuff like that. He had answers to all of that; he’d
thought it all through. Although I didn’t know really in depth what they were
talking about, I did understand that they had a pretty coherent plan. So then
they went away and came back with a proposal to do Genentech, so that goes
in chronologically before what I have just said about the $2.5 million.
I talked to Eugene, and we both came to the conclusion that this is so close to
pure research that it’s not appropriate for venture capital. I sat down with Bob
and I said, “You know, I think it probably might work, but Kleiner and I, and
whoever else invests in this thing, will end up owning so much of this in order
to justify taking that kind of risk that you and Boyer won’t have much of
anything. Why don’t you do it differently? Why don’t you figure out some
way to subcontract these different pieces of this experiment and prove that it
works, file for patents, and all that? And then we’ll put in more money.” And
Bob said, “Well, the trouble is that we have to make this gene step by step,
and what we want to make is insulin, and it’s going to take a lot of money to
make that gene.” And I said, “What about some other gene, some shorter,
simpler gene, something that will prove the principle, but won’t take so much
money?” So, he basically went away for three or four days, and I think he
tried to raise money from others; I’m not sure about that, but he came back.
03-00:34:38

Hughes:

He did go to other people.

03-00:34:39

Perkins:

Yes, okay, and he got turned down.

03-00:34:42

Hughes:

Yes.

03-00:34:42

Perkins:

Yes, and I don’t know who they were, but I knew he—

03-00:34:44

Hughes:

Charles Crocker was one of them.
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03-00:34:48

Perkins:

Nobody would have done what he wanted. So he came back, and he basically
said, “Okay, I’ve talked to Boyer. The gene we’ll pick is for a thing called
somatostatin; it’s a human hormone.” (We still don’t know why we make it
[in our bodies], but we make something called somatostatin.) “It’s a very short
gene. It would be the proof of principle, and I can hire the City of Hope, or I
think I can, and we can hire Cal [University of California] and et cetera, et
cetera.” And I said, “Okay!” I checked with Kleiner, so we committed
$150,000, which sounds like nothing, which was nothing, to start Genentech.
So Bob had our check, which was enough to get the somatostatin gene made.

03-00:35:47

Hughes:

You said, this is a risky thing—all we’re going to do is put $100,000 in it?

03-00:35:57

Perkins:

No. I think I put in $150,000, I’m not sure. Or was it $100,000?

03-00:35:59

Hughes:

No, you put $100,000 in.

03-00:36:01

Perkins:

I can’t remember. We ended up with a quarter of a million in it. But I thought
that they would fall short and that I wanted— Look, I wanted to put in more
money than the $100,000 because I wanted to own more of Genentech than a
third. [chuckling] Swanson didn’t want us to own more than that for obvious
reasons, for stock dilution. So we were both right. It did take more money
than $100,000. I think it took another $150,000 by the time we had gotten
through that first phase, another $150,000. I remember, I think the total was
$250,000 that Kleiner Perkins had in it, and we did own, we wound up with
about a third of the company, with Swanson and Boyer having the other twothirds.

03-00:36:58

Hughes:

You’re going at it, to my mind, in a financier’s way. If I were doing
something like that I would be thinking, how much is it going to cost to test
the technology? How much is it going to take to do that proof of principle
experiment?

03-00:37:13

Perkins:

That is what we did.

03-00:37:14

Hughes:

Is it?

03-00:37:15

Perkins:

Oh sure, because instead of renting a building, hiring the people, buying the
equipment, and then finding out, we flipped all of that out of the way, and
proved the principle.
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03-00:37:25

Hughes:

Yes, I guess, but you were describing it in terms of what percentage of the
company would be owned.

03-00:37:32

Perkins:

Well, sure.

03-00:37:33

Hughes:

It’s all in there?

03-00:37:35

Perkins:

It’s all in there. It’s not either or. So Bob and I were both right. I did get to
invest more money and did get to own more of the company.

03-00:37:47

Hughes:

Now why would you want to own more of the company? It was very risky.

03-00:37:54

Perkins:

[chuckling] No, it isn’t. If the experiment works, this is the greatest
investment in the history of the world! You want to own as much of it as you
possibly can while it’s cheap.

03-00:38:06

Hughes:

Yes, but a lot of people would look at it in the exact opposite manner. If I’m
going to get in this at all, it’s going to be with a very small stake because I
don’t think this is certain.

03-00:38:19

Perkins:

Well, but it was a small stake. It worked for all concerned. It worked for me
because we ended up owning a lot of Genentech, and it worked for Bob and
Herb for the same reasons. The experiment, of course, was successful. We did
do insulin. We filed for patents in every direction. And then, well, I’m
jumping ahead, but from then on Genentech did nothing but raise money. I
was chairman of the board and the financier behind Genentech. I’ve forgotten
how many rounds we had. I raised pretty close to $3 billion for Genentech
over the years. The public issue, then these research partnerships, industrial
investors, public issue, on and on. It was fun and exciting.
So we ended up with a really astonishing partnership, I think, with Swanson
of course running Genentech; Boyer on the board but detached and
scientifically involved but not in any way from the business [standpoint]; and
my responsibility of raising the money, always making sure Genentech didn’t
run out of money. And it just worked perfectly for years and years. There was
always some rivalry between Bob and myself but not really that serious.

03-00:40:04

Hughes:

Meaning in terms of who was really going to take control of the company?
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03-00:40:07

Perkins:

Well, no—yes and no. You know, I’m the proverbial 800-pound gorilla.
[laughter] We had a three-man board of directors: Boyer, Swanson, and
Perkins.

03-00:40:24

Hughes:

Exactly. And was that deliberate?

03-00:40:30

Perkins:

Yes.

03-00:40:31

Hughes:

Was that usually your way of operating, to work on such small boards?

03-00:40:37

Perkins:

The smaller the board the better, always.

03-00:40:39

Hughes:

For the obvious reasons.

03-00:40:40

Perkins:

For the obvious reasons. And so for a long time, the whole board of
Genentech was just the three of us. And we met frequently, and I was deeply
involved in the business strategy of Genentech and sort of the research
strategy; I wouldn’t say the scientific strategy, but the research
strategy—which products and so on we should do. And I think Bob— Well, it
worked. We never really quarreled. I never tried to run Genentech. I could
have very well, easily, have run Tandem Computers, and Jimmy Treybig
knew that. So I never had to quite do it, because he knew I could do it. It was
different with Genentech. I couldn’t have run Genentech. I didn’t have the
feeling for the technology that Bob had.

03-00:41:41

Hughes:

Which is kind of amazing in itself, considering where he came from.

03-00:41:47

Perkins:

Yes, but he spent full-time learning this technology from the ground up.
Remember, when Genentech was started it was all new.

03-00:41:56

Hughes:

Yes, it was.

03-00:41:56

Perkins:

So he became a total expert in the whole science of it, which I never did. I
could talk for an hour about how it works, and I would convince you, but I
still wouldn’t know what I’m talking about. [Hughes laughs] But he really did
know; he really did know. But very clearly, he was happy to let me do the
financial side of it, which I did. So it was a good partnership. The only time
we really disagreed was on taking the company public. I felt that we should do
it, the timing was right, and that we could get an astonishing valuation on
Genentech.
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03-00:42:41

Hughes:

Timing now in terms of the stock—

03-00:42:43

Perkins:

In the market, the stock market. It was one of those windows, you know? And
when it’s open you should go through it. And Bob didn’t want to do it because
we didn’t need the money, for one, and two, he knew how much more work
there was going to be for himself.

03-00:43:08

Hughes:

But is that really true that you didn’t need the money?

03-00:43:12

Perkins:

Yes.

03-00:43:13

Hughes:

Because at that point you had various contracts with pharmaceutical
companies but—

03-00:43:20

Perkins:

Well, we were venture capital; I’ve forgotten who all was in it, but Genentech
was a hot property. Once that experiment worked, the valuation on Genentech
skyrocketed. And even though Kleiner & Perkins invested some more money,
it was smaller and smaller amounts at ever higher prices.

03-00:43:40

Hughes:

I see, yes.

03-00:43:40

Perkins:

Yes, so it wasn’t a shortage of money. I just felt that the public would put such
a high valuation on Genentech that we should do it, and that once that
valuation was achieved it would stick. I was correct about that.

03-00:44:08

Hughes:

What changed Bob’s mind?

03-00:44:11

Perkins:

Well, okay. So we debated this for about three weeks, and it was just classic. I
was very strong in favor of it, Bob was very strong against it, and Boyer was
the swing vote, and he wouldn’t vote. He said, “I will vote with the majority
of my friends.” [laughter] So, it was brilliant, absolutely brilliant.

03-00:44:35

Hughes:

And it’s so revealing of character, too.

03-00:44:37

Perkins:

In other words—yes, you work this out guys. And what tipped it was I found
out that Cetus was talking to investment bankers and was going to go public
and would be the first biotechnology company. Now Bob and I both by this
time hated Cetus. You know, we would make money when they went public,
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but we hated Cetus. And I sat down with Bob and I said, “Bob, are you really
prepared to let Cetus get the limelight?”
03-00:45:10

Hughes:

Going public. [chuckling] And that did it? That was it?

03-00:45:13

Perkins:

And he thought about it, and he said, “You’re right, let’s go.” And then, it was
100 percent, 100 percent. And of course we just rocked the world! It was the
hottest IPO in history up until that time.

03-00:45:28

Hughes:

I know that. But I have read articles saying that not everybody was happy with
the fact that the share price flew up to such extraordinary levels.

03-00:45:40

Perkins:

Well, I don’t know who was not happy with it. [chuckling]

03-00:45:42

Hughes:

Well, I mean outside the company. [laughter] I’m not sure what was meant
either, but the only thing I can speculate is that it put huge pressure on
anybody who came afterwards to do something similar. And of course Cetus
did in a way.

03-00:46:00

Perkins:

Well, isn’t that a pity. Well, Cetus did in a way, but as you know, Cetus was
fundamentally a failure. They did discover CPA, which is poly—

03-00:46:11

Hughes:

No, PCR.

03-00:46:12

Perkins:

PCR, polymerase chain reaction. Kary [B.] Mullis discovered that and won
the Nobel Prize for doing that, which enabled Cetus to emerge successfully.
But I’ve always said, eventually every pig finds its truffle, because Cetus was
not really a success.
But anyway, I was very keen on taking Genentech public because I
thought—I was right—we would dominate the field, we’d suck all the
oxygen, and we would be able to use our new celebrity status to hire the best
people in the world to help us grow. All of which we did. And we could use
our public price to set the stages for subsequent rounds of financing, which we
did do and which we had to have, in Japan and Europe and all kinds of places.
And these research [and development clinical] partnerships, which Fred [A.]
Middleton and I invented, and that’s another story.
But the only downside was that— Well, it wasn’t really a downside. All the
employees at Genentech had gotten stock options at fractions of the offering
price of the company. They were restricted stock which then had to convert
into common stock.
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Let me just step back a moment into the philosophy that Kleiner & Perkins
had, Kleiner and I. It was that we wouldn’t get rich unless we did it on the
shoulders of the entrepreneurs that we financed and the employees of the
companies we financed. That sounds like a platitude and something that’s a
good thing to say, but we really did believe it. And I think we had the
reputation for being too generous, and being always sure that everybody did
well, which is a great reputation if you want to make sure you see everything.
It’s just like when I was collecting art or automobiles or something. I
encouraged people to think that I paid too much, because then I would see
everything. If I saw a piece or a car or something, and if I didn’t want it,
instead of saying, “Well, I’ll give you 80 percent of what you’re asking,” I’d
just say no or yes and not haggle. We consciously did that in the beginning,
and we did see everything, because the entrepreneurs want the minimum
dilution, and why not go to the people that will pay the top dollar, which was
us. So it was a consciously cultivated strategy. That was one.
And then two: we wanted to make sure that the employees of the ventures had
a lot of participation in the venture. To pull a number out of the air, 20 percent
would be sort of the rule of thumb. Even though the primary entrepreneur
himself or herself—usually himself—thought, here are these people, I don’t
have to give them that much, we forced participation up to about that level in
all of these ventures.
We had done that with Genentech. So all of the employees at Genentech,
virtually 100 percent of them, right down to the janitors, had cheap stock in
Genentech, and they all made a lot of money on that public issue. So the only
problem with taking Genentech public was that we raised the price from
pennies, to, I don’t know, let’s say $50 a share for new stock options. For a
while that was okay; we were still able to hire people. But then the flood of
other biotech companies started to emerge, and our small competitors
everywhere were able to attract very important scientists and technologists
using cheap stock because they had not yet gone public.
03-00:51:42

Hughes:

Oh, I see.

03-00:51:43

Perkins:

So we were at a competitive disadvantage at Genentech because of our own
success. This is one my great inventions; I have three great inventions: the
laser, junior common stock, and off-balance sheet financing. [laughter]

03-00:52:04

Hughes:

Okay.

03-00:52:05

Perkins:

Anyway, so the second great invention was junior common stock. I went to
Bob. (We had not been able to hire somebody because he went to work for
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one of these small competitors for cheap stock.) I said, “We’ve got to get back
to the way we were when we were offering cheap stock.” So we hired lawyers
and invented this idea of a junior level of stock. And why was it junior? Well,
it could never be common stock unless various things happened. First of all, in
the event of a merger it would just be wiped out. Unless certain financial goals
were achieved, it would never convert to common stock. We set the financial
goals far enough in the future so there was some risk. And junior stock didn’t
have voting rights. We piled stuff onto this junior common stock so that we
could price it at one tenth of the public market price. And we got this
approved by the SEC. It was one of my great inventions.
03-00:53:29

Hughes:

Was that a fight with the SEC?

03-00:53:32

Perkins:

No, not in the beginning. Not in the beginning. We had good lawyers and
good analysis and good everything, and the SEC said okay. And so we started
to use junior common stock to attract— So we immediately became very
competitive again. So we had everything: we were a public company, and yet
we were able to offer start-up options to the employees. Now, here is case of
the chief financier figuring out ways to give the company away at bargain
basement price in order to grow it. So I mean I have to give myself some
credit; it’s exactly the opposite of what Wall Street would have done. If they
could have figured out a way to get ten times the public price they would
have.

03-00:54:23

Hughes:

How did you get that idea?

03-00:54:27

Perkins:

Necessity is the mother of all invention. [laughter] It was totally unique, and it
worked just fine. What finally happened, and I think we did about three
rounds of this—

03-00:54:49

Hughes:

Which would have taken you how far in time?

03-00:54:51

Perkins:

Several years in the future. But I’m so bad on dates and stuff like that.

03-00:54:54

Hughes:

Into the eighties—not past the eighties, though?

03-00:55:01

Perkins:

Into the eighties, I think.

03-00:55:05

Hughes:

Oh it would have had to have been into the eighties.
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03-00:55:07

Perkins:

It was definitely into the eighties.

03-00:55:08

Hughes:

But not into the nineties.

03-00:55:09

Perkins:

Not into the nineties. What finally happened was that you can’t keep ideas like
this secret. We didn’t have any patent or copyright on this idea, so other
companies thought, this is a great idea! And they copied it, but they didn’t do
it as rigorously as we did, and they basically weren’t putting any meaningful
restrictions on the stock. They were just kind of pricing stuff cheap. And the
SEC prohibited the whole idea, totally, except for the ones we had already put
in place.

03-00:55:58

Hughes:

Because they couldn’t take that away?

03-00:56:00

Perkins:

Well, we had done it right, and I don’t think that they wanted to take it away.
But they just said, “Look, no more.” But [junior stock] worked, and it worked
very, very well for a long time, and that was great. That was one of the secrets
of Genentech’s success.

03-00:56:19

Hughes:

What also interests me is the mindset of the scientists who are becoming alert
to this new industry.

03-00:56:32

Perkins:

Yes, it didn’t take the scientists very long to figure out they could all become
multi-millionaires.

03-00:56:37

Hughes:

When you talk to those early Genentech scientists, like [David V.] Goeddel
and [Dennis G.] Kleid, they weren’t coming to Genentech for the money; they
were coming to do the science. This was pre-public Genentech.

03-00:56:53

Perkins:

Well, yes and no. Don’t believe everything they tell you. They were not
oblivious to the fact that they might make millions.

03-00:57:04

Hughes:

[chuckling] You think? In the beginning?

03-00:57:05

Perkins:

Yes, of course they were not oblivious! Any more than Herb Boyer. Look—
why does Herb Boyer not have the Nobel Prize?

03-00:57:19

Hughes:

Well, I’ve heard about ten million reasons. But anyway, what’s yours?
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03-00:57:22

Perkins:

It’s because he is probably a billionaire because of Genentech. That’s the
reason, and I think the only reason.

03-00:57:32

Hughes:

I’m sure the fact that he had gone commercial, to use that awful term, did not
help him with the Nobel committee.

03-00:57:44

Perkins:

Yes, right. Of course not. Or any of the others. But it just made total sense.
Okay, since we’re still on Genentech, let me just touch on my third great
invention, which was the limited partnerships for R&D financing. Are you
aware of those?

03-00:58:04

Hughes:

I am. [interruption to change tape]

[End Audio File 3]
Begin Audio File Perkins 4 09-23-2009.mp3
04-00:00:04

Perkins:

We proved the technology. Genentech is a big deal: we proved that man could
make a new form of life, that that new form of life would make something of
no use to itself whatsoever, in fact, might even be negative to its own
existence but would be something we wanted. Now that is a breakthrough, and
that’s why Cohen and Boyer should get the Nobel Prize. It’s absolutely
fundamental. And we all understood that at the beginning. It didn’t take years
to figure that out. When we first talked about it, we understood if we can do
this, it’s like the light bulb. I mean it’s a big deal.

04-00:01:00

Hughes:

Had you finished your previous thought?

04-00:01:08

Perkins:

No, I was just going to talk about this third form of financing, the research
limited partnerships, R&D partnerships. Okay, so I had in mind that
Genentech wanted to go public, and as a public company would be reporting
earnings per share to shareholders. We were in the awkward situation of
having no revenue—zero—and only expense. So our P&L [profit and loss]
statement would be a catastrophe. You start with zero sales, huge expenses,
and a big loss. I thought sooner or later this is going to limit our growth and
make it very difficult for us to be a public company and a successful public
company. And this is long before Ken Lay and Skilling invented the offbalance sheet thing. It was invented by Fred Middleton, CFO at Genentech,
and myself. I take 90 percent credit; he takes ninety percent credit. You will
have to decide.
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04-00:02:36

Hughes:

[chuckling] Do you fight about it?

04-00:02:36

Perkins:

No, it doesn’t matter. But it was an absolute breakthrough because we
converted our P&L statement from zero sales and then expenses to big sales,
no expenses, and profit just like that.

04-00:02:58

Hughes:

It’s pretty neat.

04-00:02:59

Perkins:

It’s a neat trick if you can do it. And we did it, and we did it several times.
Again, we went to the SEC—and this is the difference between Ken Lay and
Skilling. We went to the SEC, explained it all, got them to bless it, and
permitted us to sell it to investors, which we did. We financed a lot of the
growth of Genentech with these. I think we did three of these partnerships. I
was a great believer in it; I invested personally in these partnerships, and they
were very successful. Was there a conflict of interest? Of course, but we did it
anyway. And, so I say that was a pretty important invention for me. It got
copied by our competitors, again it got abused, and again the SEC prohibited
it, but afterwards.

04-00:04:03

Hughes:

So people are watching Genentech, aren’t they?

04-00:04:09

Perkins:
04-00:04:12

Hughes:

Oh they watch Genentech; they watch Tom Perkins.
Well, I want to quote Tom Perkins, and this comes from Valley Boy.4 You
said, “Genentech was one of the most successful companies ever created, and
by any measure the highlight of my venture capital career.” And that’s what
you’ve been saying all along in different words. But what do you think of
when you say “the greatest thing in my career”? Are you thinking of the
money made, or?

04-00:04:47

Perkins:

4

p. 117.

Well, it’s all of the above. First of all, just to be sanctimonious: we save lives
at Genentech, right? So we save lives; we also make a lot of money.
[chuckling] We have enabled not just the creation of a company but the
creation of an entire industry. The whole biotech industry spun out of
Genentech in one way or another, and Hybritech, I would say. It was exciting.
We never stumbled, you know, et cetera, et cetera. It just was a fantastic
venture. I came close with Tandem Computers. Google is great and all of that.
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But I don’t think there will ever be another Genentech—of that incredible
mixture of science and money-making. [chuckling]
04-00:05:46

Hughes:

Well, that’s a pretty nice way to end on Genentech.

04-00:05:51

Perkins:

Okay.

04-00:05:52

Hughes:

Do you want to say something about Hybritech?

04-00:05:56

Perkins:

Yes, sure. Hybritech came along rather quickly after Genentech. Brook [H.]
Byers, who we’d hired to replace Bob Swanson, had a great interest in
biotechnology. And so did we by this time; it was obvious to us that this was
going to be a big deal. Brook was approached by a medical doctor researcher
named Ivor Royston at the University of California, San Diego who had read a
paper presented at—I can’t remember if it was Oxford or Cambridge—on a
thing called monoclonal antibodies, which is a single-cell source of ultrapure— Because [the monoclonal antibody] comes from a single source, it’s
ultra pure, is the essence of it. And that was given away in this paper; [the
inventors] hadn’t filed for any patent protection. It was very, very foolish of
either Oxford or Cambridge, whichever one it was, very, very foolish. It
would not have happened in America at that time.
Anyway, Royston had read this paper, understood immediately the
implications of it, and proposed a business based on the science to Brook.
Brook went down to San Diego, met him, and was persuaded that it was a
good idea, and persuaded me to put up the money. Pitch Johnson had never
forgiven me for not letting him into Genentech. So I let him into Hybritech.
And I thought at the time, great! Here we go again; we have done Tandem,
Genentech, we’re going to do Hybritech. Brook will spin out and run
Hybritech and keep the machine going. Brook wasn’t quite sure that he
wanted to spin out. And, so we said, “Okay, well, you be chairman of the
board, and then if you want to be CEO, there’s nothing to it. And I’ll go on the
board.” Which I did, and we raised the money, and so forth. Now, you know,
I’m the 800-pound gorilla, so, yes, Brook was chairman of the board, but I
was on the board. [chuckling]

04-00:08:46

Hughes:

And he probably knew that.

04-00:08:49

Perkins:

And I think Brook knew that, but I had a full expectation that Brook would
leave the partnership and run Hybritech, and I think he did too in the
beginning. But for whatever reason he decided he’d rather be a venture
capitalist.
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We were also approached by Ted [Howard E.] Greene, who wanted to do the
exact same thing. He had an idea for a company that would be a competitor to
Hybritech. He didn’t know about Hybritech, and he brought his idea to us, and
we said, “Hey, don’t do that, just run Hybritech,” which he did. And it was a
very big success, Hybritech. I don’t want to spend a lot of time on it, but it
was a big success. We sold it to [Eli] Lilly and eventually we made $1 billion
on Hybritech.
04-00:09:50

Hughes:

Well, a pretty good string of successes.

04-00:09:52

Perkins:

Not bad.

04-00:09:55

Hughes:

Yes, and sort of despite yourself, there you are in the biomedical field.

04-00:10:01

Perkins:

Yes. Now I never really did much further with it. Brook went on in many,
many other fields. But I think the partnership can take credit for creating the
biotech industry.

04-00:10:18

Hughes:

And was Kleiner behind all this?

04-00:10:21

Perkins:

Kleiner, by this time, was an interested observer, but not involved.

04-00:10:27

Hughes:

Because he was emeritus, or?

04-00:10:29

Perkins:

No, he, he— Eugene was a dear, dear, dear friend, but I don’t want— I’m not
denigrating Eugene, but he would be very happy to take a nap after lunch and
let Tom do it all, you know? And there was just more and more of— That’s
sort of what happened.

04-00:10:55

Hughes:

Well, he was ten years older than you.

04-00:10:57

Perkins:

He just withdrew into his own— Eugene was a great investor, a great partner,
and a wonderful friend. However, he was extremely non-confrontational, and
he never really— You had to draw him out to find out what he was really
thinking. For example, he was on the board of Tandem Computers for years.
He would go to board meetings and never say a word, not a word. If I’d ask
him during a board meeting, he would not really say much. And only
afterwards I would say, “Gene what did you think about—?” And then out it
would come, and it would be terrific, really good stuff. So I had to always
remind myself to pick Gene’s brains, keep him involved, get his participation,
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because it wasn’t immediately forthcoming. He was very shy. I never saw
Eugene lose his temper—ever—on anything.
04-00:12:03

Hughes:

So you were the pusher?

04-00:12:06

Perkins:

Yes, and the emotional [one]; I lost my temper all the time or seemed to.
[Hughes chuckles] It wasn’t always real; it wasn’t always real.

04-00:12:22

Hughes:

It was a good show. I don’t have any trouble believing any of this. [laughter]
All right, may I ask some probably to you very boring questions on venture
capital strategy?

04-00:12:35

Perkins:

Go ahead. Sure.

04-00:12:35

Hughes:

Okay, let’s get down to the real basics. When you are looking at a potential
investment, what is first and foremost in your mind? What primarily are you
looking for?

04-00:12:46

Perkins:

Let me give you a glib answer first. The glib answer is: if people say how do
you write a business plan? My answer is, “I can’t tell you; I can only tell you
how we read one.” Which is, we start at the back, and if the numbers are big,
we look at the front to see what kind of business it is. [laughter] So, I’m
answering your question by saying opportunity is the thing you look
for—scale. In other words, there is a big difference between just a good idea
and a good idea that will make you a huge amount of money. So to make a
huge amount of money, it has to have certain ingredients. Brook will say the
three secrets are market, market, and market, or customer, customer,
customer. You’ve got to have a big market for whatever this thing is so that it
can be scaled up and make it worth your while to bother with it, because there
is no such thing as low risk; there is no such thing as a low-risk deal, in my
opinion. I mean, just look at the people that bought these mortgages.

04-00:13:59

Hughes:

Oh, yes.

04-00:14:04

Perkins:

You know, there is always risk, and you may not know what it is, but it’s
always there. And you’re kidding yourself if you say, “Well, I may not make
so much money on this, but it’s a low-risk investment.” Baloney. You will
lose your money, and it’ll be a high-risk investment; you just didn’t know
what it was—that’s philosophical. So you look for a big market and, at least in
my case, risk associated with it. Now why do I say that? And the answer is
because if it’s a risk-free investment, everybody will do it. You might be first,
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but you’ll have herds of competitors. You will never get the market share; you
will never achieve the scale that you need to achieve.
04-00:15:06

Hughes:

This is Perkins’ Law.

04-00:15:09

Perkins:

Yes. Now the risk doesn’t have to be technical. It can be anything; it can be
people risk, patent risk, market risk, production risk, science risk, but there
has got to be some doubt, risk to it, or everybody would do it.

04-00:15:28

Hughes:

Yes, that’s interesting.

04-00:15:30

Perkins:

And it’s so obvious, but it’s fundamental. So then that leads to how do you do
it? Well, you put in the least amount of money to get rid of whatever you
think the risk is. Genentech was: would God let you do this? That was the
risk, and we got rid of that risk for $250,000 or less. Okay, Tandem
Computers it was: can you actually make a computer system where
multiprocessors simultaneously ask for the network? That’s a very severe
technical risk. If you can solve that problem, you got it. Hybritech—what was
the risk? I would say the Hybritech risk was more people. But anyway, you
have just got to be sure, or try to be sure, that the initial investment reduces
the risk, and then pile in the money afterwards, and you will be very
successful. Now does everything that Kleiner Perkins has done meet that
formula? No. Segway: a perfect example of an investment that violates my
basic principles.

04-00:16:53

Hughes:

That you agreed to invest in?

04-00:16:54

Perkins:

No, I would have never. No, I didn’t agree to it. I wasn’t on the scene. I would
have never agreed to that, never.

04-00:17:04

Hughes:

What went wrong there?

04-00:17:05

Perkins:

Well, the risk is obviously market risk. You’ve got to build the damn thing,
try to sell it to the post office, and find out, oh, they don’t want it. I mean you
are in millions— So this means there are plenty of investment opportunities
that you just don’t do; you walk away from them. If you can’t structure it in
such a way as to get rid of the risk, don’t do the deal. And that’s why Kleiner
and I turned down Apple Computer. [Hughes laughs] Which is stupid to admit
to, but there was no technical risk in that. The risk was 100 percent marketing.
I didn’t realize what a genius Steve Jobs was at marketing. And we turned it
down without meeting Steve Jobs, which was really, really stupid. But you
can’t win ‘em all. Can’t win ‘em all. We can’t win ‘em all.
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04-00:18:06

Hughes:

Where are people coming into your strategy?

04-00:18:18

Perkins:

Okay, I hope this will be useful, because what you’re going to hear is different
than I think most of the other venture capitalists you have talked to will tell
you. There is always the question: what’s more important, the person or the
idea? I think it’s the idea. Most venture capitalists will say it’s the
entrepreneur or the person. I say it’s the idea, for a couple of reasons. First of
all, bad people don’t have good ideas, you know? [chuckling] So you kind of
get a good person with a good idea. But the most important thing is the
opportunity that the idea brings to you. So many times we have backed, I
wouldn’t say second-rate, rather we have backed high-risk individuals because
they had a good idea, and we have not tried to replace that individual with
somebody better and keep the idea. And we have many, many times backed a
venture that did not have a complete team. Now back when Kleiner and I
started, most venture capitalists wanted a full business plan and the whole
team.

04-00:19:46

Hughes:

In place?

04-00:19:47

Perkins:

In place, and then they’ll maybe write the check. Eugene and I, and ever after,
have not done that. First of all, it’s better if you meet the entrepreneur before
he has written the business plan, and then you help write the business plan,
like I did with Tandem Computers and Genentech. You maybe don’t send the
business plan to all of your competitors. [laughter] Not because of the price of
stamps. So that’s one. So you lock the entrepreneur into your own way of
doing things by helping him [write], or indeed writing, the business plan.

04-00:20:35

Hughes:

And most entrepreneurs are quite happy to have you take over that way?

04-00:20:40

Perkins:

We’re talking about complex things here. The answer is yes, if they really get
it, because at the end of the day we will make them very, very rich if they play
it our way. And we have done it endless times.

04-00:21:02

Hughes:

Yes, you’ve got your record.

04-00:21:03

Perkins:

So we have our record. And we make them rich by— We want to be the
control and dominant investor in the deal. So if the entrepreneur starts off by
saying, “Look, no matter what happens here, I am going to keep at least 51
percent of this venture because I don’t want you guys running it,” we educate
them very quickly. We educate them immediately that even if we are 1, or 2,
or 3 percent of this venture—if we are the lead investor, and you don’t do
what we want you to do—when the next round of financing comes up and if
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we don’t participate, you’ve had it. So we control this venture, whether you
know it or not, as soon as you take our check. And this is a blinding revelation
to some of them! And in some cases they say, “Well, that’s baloney,” and we
never see them again, you know. And you never hear of them again either.
[chuckling]
The ones that get it say okay, but then we counter that by saying, “Look,
we’re in this for the long haul; we just hope you’re as ambitious as we are,
because you won’t be able to get rid of us by going public, for example. We’ll
still be there. And going public is just one event in the life of your company;
it’s something we’ve done over and over. You will only do it once; we’re
experts at it. Why would we leave when we’ve done that?” And to the
entrepreneur that is very self confident and believes in what he is going to do,
this is not discouraging to hear from his prospective partner. In other words,
I’m going to be a very strong partner; you won’t be able to get rid of me, but I
am going to stay with you, and my job is to make sure you don’t run out of
money.
04-00:23:22

Hughes:

Yes, but I bet there are a lot of egos out there that would find that very
threatening.

04-00:23:28

Perkins:

Yes, there are. But this is another hidden law, and that is that the venture
capitalist cannot have the big ego. We’ve got big egos, and listening to me
babble you are going to think I’ve got one of the biggest ever. But you’ve got
to let the entrepreneurs, you’ve got to let the Bob Swansons, the Jimmy
Treybigs, be the super stars. The venture capitalist has to be in the background
as much as possible. It’s their [the entrepreneur’s] baby.
It’s a complex relationship between the good venture capitalist and the good
entrepreneur. You want to guide the entrepreneur, and you want him to take
your advice, but you don’t want to be so threatening or intimidating that they
hide anything from you. So the minute anything goes wrong, you want the
entrepreneur to call you, just right away. In order for that to happen, you can’t
say, “Well, why the hell did you do that?” No, no, no, it’s got to be, “Okay,
I’ll be right there. Let’s get on it.” And help—help, help, help in a totally nonthreatening way so that you solve the problem before it becomes a crisis. And
if you do this successfully you get great ventures.

04-00:25:08

Hughes:

I’ve read that you have done a lot of interpersonal work in these situations,
getting people together who are at odds, to put it very simplistically.

04-00:25:27

Perkins:

Yes, right. I think that’s true. Well, I think you learn as you go along in life,
you learn how to do certain things. I was a pretty good manager at HewlettPackard. I was able to handle complicated people in difficult situations.
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Certainly as a venture capitalist you have lots of opportunity to do that,
because you’re dealing with very bright people, high motivations, big egos,
and problems. It’s a complex mix.
One of the longest and most serious ongoing problem that I had was the
relationship between Bob Swanson and [G.] Kirk Raab at Genentech. Bob
wanted to step back and spend more time with his family, enjoy his fortune,
and delegate to somebody else. I didn’t push this on Bob; it was his idea. I
thought he was just doing fine and just keep on, you know? So anyway, we
hired Kirk Raab, who had been president of Abbott Laboratories, and he was
great, and Bob was great—and they clashed all the time. Bob was never
comfortable letting Kirk really run things, and Kirk was never really
comfortable with having Bob around, and it was just a constant problem—and
I was the glue. I think I’ve said in my book, I probably averaged a day or
maybe even two days a month just dealing with those two personalities.
04-00:27:10

Hughes:

Genentech was going through a rough period then too, remember?

04-00:27:12

Perkins:

Well, it was up, and it was down; it was everything in between. This went on
for years, so it wasn’t just a once only thing. I'd get a call, “You’ve got to
come down.” “What is it?” “Well, the annual report is coming out, and he
wants his name in front of mine. [Hughes chuckles] I just saw the rough draft
of the annual report, and he’s put his name in front of mine.” Now whoever
said it, the CEO or the chairman, [I said:]“Just flip a coin guys!” And I’d go
down—
Okay, so how do you do it? How do you actually handle people like this? And
I’ll give you the secret, and it has taken me years to learn how to do this. You
have got them both there; you’ve got to do it with both individuals, or three,
no matter how many. They have all got to be there, because it doesn’t do any
good to try to do it one-on-one. It’s like you can talk to them forever and it
won’t make any difference. But if they’re both there, you say, “Okay, this is
what I think Kirk is thinking.” You say this in front of Kirk, and then you
explain to the room, as accurately without any spin as best you can, what he is
thinking. “Now this is what I think Bob is thinking,” and you do the same
thing as accurately, as unemotionally, as you possibly can. If you do that right,
you take all of the temperature out of the water. The emotional content just
collapses, and you put on the table two quite reasonable points of view, which
when they look at them dispassionately you could interchange them. And so
you’re able to do that by defusing it, and it’s a neat trick. You can’t always get
it right, and it doesn’t always work, but when you get it right, it solves the
problem.

04-00:29:39

Hughes:

And did it solve that specific problem?
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04-00:29:39

Perkins:

Many, many, many times. But I had the trouble that it didn’t stay solved. It
stayed solved all the time I was doing it, for years. But when I left the board it
blew up within ninety days.

04-00:29:52

Hughes:

Have you tried it in your private life?

04-00:29:58

Perkins:

Oh, of course, of course! [laughter]

04-00:30:03

Hughes:

All right, how many Perkins’ laws are there?

04-00:30:19

Perkins:

I don’t remember.

04-00:30:21

Hughes:

Well, here is another one: market risk is inversely proportional to technical
risk.

04-00:30:25

Perkins:

Yes, that’s one. We touched on that.

04-00:30:26

Hughes:

Okay, in the first session, you gave me the strong impression that you are not
madly in love with Wall Street.

04-00:30:39

Perkins:

No, I hate Wall Street.

04-00:30:42

Hughes:

Well, let’s get some basis for that statement.

04-00:30:46

Perkins:

First of all, there are some exceptions. William [R.] Hambrecht is an
exception, and there are some others.

04-00:31:07

Hughes:

Sandy Robertson?

04-00:31:08

Perkins:

Sandy Robertson, to some extent. I can’t think of the name—he was at
Lehman Brothers, but he’s gone now. Anyway it doesn’t matter; the guy that
did the Roche/Genentech merger.

04-00:31:26

Hughes:

This time?

04-00:31:26

Perkins:

No, when I was involved; it will come to me in a minute. I remember: it’s
Fred Frank. So there are some exceptions. But I pretty well otherwise had
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very bad experiences with Wall Street. So my dislike for Wall Street is based
on experience. I have just been screwed and disappointed and overcharged
and flummoxed so many times by these guys that I have just had it! I’ve run
out of investment bankers. There is nobody left that I respect, and it’s just
based on experience.
04-00:32:10

Hughes:

And it’s usually—

04-00:32:11

Perkins:

Negative.

04-00:32:12

Hughes:

[laughter] I gathered. Do you want to give a specific example, or is that
enough?

04-00:32:18

Perkins:

Well, you know I have got to be a little careful of what I say, from a legal
point of view, because a lot of these people are still around. Let’s just say I
was involved in taking a company public once, and I won’t say which one it
was, and the investment banker, the principal of the investment banker, was
shorting the stock personally in his own account at the same time he was
selling it to the widows and orphans that he was supposed to be selling it to.
And this is illegal.

04-00:32:55

Hughes:

That gives me an idea of what you’re talking about.

04-00:32:52

Perkins:

This is illegal! It’s against the law for one thing. The only good news is he lost
a lot of money on it because then the company was strong. But, this is Wall
Street.

04-00:33:10

Hughes:

Well, I don’t mean by that question to put you on the spot. I was just trying to
get an idea of what kinds of thing you were talking about.

04-00:33:12

Perkins:

I attacked them in my book, and if I had only known how right I was I would
have done even more! And this last episode— What Wall Street has done in
the last two years is unbelievable.

04-00:33:34

Hughes:

We’re running out of time, so I would like to hear what you have to say about
California as a place where venture capital is happening, particularly since
your earlier career was on the East Coast.

04-00:33:55

Perkins:

Right. Well, first of all California isn’t the only place it can happen, and it’s
happened in many other places. But there is something, or was something
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special at least, about California that made Silicon Valley possible. Gee, it’s a
lot of things that I think came together at the right time. First of all, it’s the
Hewlett-Packard Company, Hewlett, Packard themselves, the relationship
between Hewlett-Packard and Stanford University, the idea of
entrepreneurship which Hewlett and Packard had, and this ethical standard
that Hewlett and Packard set for the Hewlett-Packard Company which
permeated through the whole valley. Which is what made the spy scandal so
shocking at the time that it happened, because it was so non-HewlettPackard.5 So that’s one.
Two: the weather and the desirability of living in Northern California has
attracted brains foreverfor a long time, and it will continue to do so. Three: the
university environment at Cal and Stanford, obviously, in particular, but not
only the universities, but their medical schools for the whole bioscience side
of it. And, the relative willingness of—and I am going way back now into the
seventies—of the Bank of America, and to some extent Wells Fargo, to lend
into fledgling ventures to a greater degree than their counterparts would have
done on the East Coast. Then, the advent of professional venture capital,
Kleiner Perkins, Sutter Hill, Davis & Rock, and so forth, which happened here
really faster than it did in New York. So you add all those things up, and that’s
the explanation.
And then, it’s a bit of a self-fulfilling prophecy too, as entrepreneurs begin to
succeed more people realize, yes, I can do that, too! And thirty years ago let’s
say, let’s say thirty years ago, everybody in Northern California that had a
college degree knew somebody that had been successful as an entrepreneur,
knew somebody. That counterpart back East, nobody knew anybody that had
been successful. So, just the fact that—yes, if that guy can do it, I can do it
too!
With all the other positive factors in place—and pretty much they are all
positive—the only negative factor is that it costs so much to live here and the
taxes are high. But other than that there aren’t really any negatives that I can
think of. Plus—maybe it’s so obvious—but it’s a total meritocracy. I mean, if
you look at the racial mix of companies that we’ve founded, it’s a United
Nations; we’ve got everybody. You just don’t even hear or think about any
ethnic or gender bias in Silicon Valley; it just doesn’t exist.
04-00:37:57

Hughes:

5

Would you think bias would be a factor elsewhere?

Perkins refers to the turmoil of 2006 on the Hewlett-Packard board. For his viewpoint, see Valley Boy, chapter one.
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04-00:37:57

Perkins:

I think it was, maybe not now, but twenty years ago, thirty years ago, sure. I
mean there were clubs not that many years ago that a Jew couldn’t get into
back East.

04-00:38:11

Hughes:

Right. Think of the medical schools, too.

04-00:38:18

Perkins:

Yes, but not here, not here. And there’s a lot of whacky things about San
Francisco. God knows, it’s too much so. But its openness and its liberality was
a very good thing for venture capital. Maybe not a good thing for other things
like drugs and God knows what else, but you know what I mean. That’s why
we love the Bay Area. I love San Francisco.

04-00:38:50

Hughes:

I am with you. All right—a little bit on philanthropy, and then I’ll leave you
alone.

04-00:38:57

Perkins:

Well, what can I say?

04-00:39:06

Hughes:

Do you have a philosophy?

04-00:39:10

Perkins:

I have given a reasonable amount of money away, but it’s not part of a grand
scheme. I don’t think I’ve had a grand philanthropic scheme. When my late
wife was with me we gave quite a bit of money to the ballet.

04-00:39:32

Hughes:

Because she liked it?

04-00:39:31

Perkins:

She liked it. We were both on the board of directors, and we liked it. And
then, after her death, I gave money to medical research in her name. I built a
sort of—not a memorial to her, but I built a major structure in her hometown
in Norway, on which there’s a little plaque with her name on it, but it isn’t
about her.

04-00:39:57

Hughes:

That’s the restoration project which you talk about in your book?

04-00:40:06

Perkins:

Yes, right. And, then there is a Perkins Foundation—Gerd and Thomas
Perkins Foundation which gives money away every year.

04-00:40:15

Hughes:

To anything specific?
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04-00:40:17

Perkins:

Well, it’s typically education and medical research, and a little bit to the ballet
still, but not so much anymore. I don’t go to the ballet anymore. I just gave
some money away last weekend to the Leukemia and Lymphoma Society. Al
Gore came out and gave a fundraising speech at my request, and I chipped in
enough money to make sure that they broke the record. But I haven’t a fully
thought through philosophy.

04-00:40:59

Hughes:

Well, what you would like to say in the end, to wrap this all up?

04-00:41:12

Perkins:

I don’t know. You’ve been extremely patient to listen to all this.

04-00:41:17

Hughes:

Well, I found it extremely interesting.

04-00:41:18

Perkins:

I’ll look forward to, I guess, reading the summaries of what I’ve said, and
what everybody else has said too. I’m curious to know how my views differ, if
they do at all, from others.

04-00:41:31

Hughes:

Well, some of the people that I have talked to would certainly be paying a lot
of attention to the entrepreneur.

04-00:41:50

Perkins:

I think that’s right. One of our most successful companies—

04-00:42:02

Hughes:

Do you want this on tape?

04-00:42:03

Perkins:

Sure, it’s fine. One of our most successful companies was Acuson, and the
founder/CEO of Acuson, a guy, Dr. Sam Maslak, had never had anyone work
for him, not one person. And I said, “Let’s start with you, and if you can’t do
it, we’ll have to try to find somebody that can.” And he was brilliant,
absolutely brilliant. I never had to worry about anything he did in
management. Fantastic. I think he was absolutely amazed when he came to us
for money. He had written a business plan, and honestly it was the size of the
New York phone book. He had thought of every possibility. I went through
it—pffft, like that, high speed, in about twenty minutes, and I liked the
numbers at the back.
But he didn’t explain how the technology worked, and as far as I could see, it
was just going to be another me-too product. So he came in to pitch it, and he
wanted to talk about markets and all that. Instead we ended up spending two
hours on the principles behind acoustical diffraction. Because of my laser
background, I was able to think in terms of the optics of sound, which is what
he was doing. It’s an optical sound system, if you will. That’s what an
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ultrasonic scanner is. Well, we spent two hours, and I was persuaded he had a
breakthrough idea, which he had not explained at all in his business plan. He
just assumed nobody would understand it. And I said, “Hey! We’ll do it. And
he said, “But you haven’t read the business plan.” I said, “Well, so what! Do I
have to?” [chuckling]
04-00:44:14

Hughes:

All right. Well, that was great as far as I am concerned. I hope it wasn’t too
repetitive for you.

04-00:44:20

Perkins:

No, I love to babble; I love to babble.

04-00:44:21

Hughes:
[End of Interview]

Well, I don’t call it babble. [chuckling] Anyway, I thank you.

