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The Bell Tolls

Half the company it used to be 

Figure 1-1. Facebook’s closing stock price following its 2012 IPO  
(May 18–September 4)

On September 4, 2012, 109 days after standing up in front of an ex-

pectant world as the second largest stock market initial public offer-

ing (IPO) in US history, Facebook’s stock closed at $17.73, 53%—and 

more than $50 billion in value—below its hopeful origin as not just a 

public company but as a referendum on social media. (See Figure 1-1.)
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Time Possible Value

Feature Months $n0,000,000

Product Year $n00,000,000

Company Years $n0,000,000,000

Mission Decades $n00,000,000,000

Table 3-1. Time frame and possible value of various business objectives

The higher your aiming point, however, the greater are both the nec-

essary trajectory and the time over which it has to be sustained. Every 

extra day is another opportunity for fatigue to sneak in. A good-enough-

isn’t mistake here, a hope-is-not-a-strategy moment of weakness there. 

And the longer you last, the more likely you are to become a victim of 

your success and the dreaded if-you-always-do-what-you’ve-always-

done-you’ll-always-get-what-you’ve-always-gotten outcome.

The question of whether to build a feature, product, company or mission 

has no “right” answer. Innovation comes in all sizes and time frames, and 

success has as many definitions. What you do need, however, are honesty 

and clarity in assessing to which of these goals you and your idea(s) are 

best suited. You cannot build a mission in a few years, and you cannot 

take many years to build a product.

Zuckerberg’s horizon is clear. During that July 2006 Facebook board 

meeting, Thiel and Breyer—his most respected advisors leaning in the di-

rection of ending Facebook’s road at being a mere product—reminded 

Zuckerberg that he stood to personally make $250 million if he accepted 

Yahoo’s acquisition bid. Zuckerberg said that he would only use the 

money to start another social network and that he liked the one he had. 

By 2006, Zuckerberg had clearly set his sights on a decades-long mission 

to make the world more open and connected, and he has shown in the ten 

years since—to borrow from both the title and intention of Grove’s auto-

biography—that he has the stamina to “swim across.”

What is your horizon?
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Once Every Waking Hour

You might have rolled your eyes at the suggestion that Facebook’s News 

Feed is one of the greatest media ever. Could it really be as important as 

television? The telephone? Newspapers? Music? E-mail? Google?

It could be, and in some ways it already is.

A medium is a means through which we sense (and possibly affect) 

one another and the world. With time spent on digital media starting to 

exceed time spent on any other medium—including television (and half 

of all adults and 70% of 18- to 34-year-olds use Facebook while watching 

TV1)—back in 2013, it’s useful to take a closer look at how we sense and 

affect the world in digital. With you on one side and the world on the 

other, there are four media in between, as shown in Figure 4-1.

Figure 4-1. The flow of information between you and the world 
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Even as the book was coming out in 2009, however, behind the closed 

doors in Palo Alto, Facebook was anything but accidental. They were 

deep into becoming one of the best deliberate growth engines of all time. 

Facebook’s success was not manifest destiny. Not “build it and they will 

come.” It was, from the beginning, a conscious pursuit of constant growth. 

(See Figure 5-1.)

Figure 5-1. Growth of Facebook’s monthly and daily active users globally (millions)1

And that pursuit wouldn’t get difficult at 1.5 billion people, or 1 billion, 

or even 500 million. It would get difficult much, much earlier than that.
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The Math of Growth

Attacking walls is not glamorous work. Not work that is often visible. Not 

work that even works much of the time. Schultz describes the daily, never 

ending effort this way:

If you can run more experiments than the next guy, if you 

can be hungry for growth, if you can fight and die for every 

extra user and you stay up late at night to get those extra 

users, to run those experiments, to get the data, and do it 

over and over and over again, you will grow faster.

But before we crack open the doors on the specifics of what the team 

has done over the years, what is growth?

You don’t need to know calculus to understand the math of growth. It 

is as simple as it is unforgiving. For a service like Facebook, the number 

of active users in any particular period t—a month, for example—is the 

following:

Activet  = Newt + Retainedt−1 + Resurrectedt−[n] − Churnedt−1

Although your users make up one large group, they are composed of 

four very different cohorts:

�� New: People who joined for the first time in the current period via 

acquisition and activation techniques. They have the least experi-

ence with the product and need to be nurtured carefully.

�� Retained: People who used the product in the current period and 

the prior period, a strong sign of engagement and perceived prod-

uct value. By far the most important—and hopefully largest—co-

hort.

�� Resurrected: People who used the product at some time in the 

past—but not in the prior period—and have returned in the cur-

rent period through reacquisition techniques. An audience that 

hangs in the balance as they may be as likely to depart for the long 

term as they are to stay. What can be done to keep them?
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e-mail platforms, as well as operating in gray areas obtaining contact in-

formation from public web pages of other services without using pro-

vided—and controlled—access methods, known as “scraping.”

To understand the importance of contact importing to Facebook’s 

growth, take a look at the math involved in creating virality in a business 

with so-called network effects like Facebook. To grow exponentially, you 

have to be able to translate one new user into a little more than one addi-

tional new user. If U is the original user and UF are the user’s friends, it 

looks like this:

InvitesU × E-mail click rateUF × Facebook sign-up rateUF > 1

Here’s an example: a user sends 100 invites to friends, those friends 

click on the invite 30% of the time, and those clickers complete the Face-

book sign-up 5% of the time:

100 × 30% × 5% = 1.5

Presto, that first user is responsible for bringing 1.5 new users to Face-

book.

Contact importers ensured that the first number in this equation was 

as high as possible. The way invite e-mails were composed controlled the 

second number, and the simplicity of the Facebook sign-up flow con-

trolled the third. Even small changes in the individual components have a 

large compounding effect on the eventual outcome. Taking the same ex-

ample a few steps further, if it went on with similar numbers for three 

“generations” of new users, it would look like this:

(100 × 30% × 5%) × (100 × 30% × 5%) × (100 × 30% × 5%) = 3.4

The first user would actually be responsible for bringing 3.4 people 

onto the platform. But if the number of invites in each case had been just 

80 instead of 100 (or Facebook’s sign-up conversion had been just 4% in-

stead of 5%), it would have been just 1.7 people. Half as many. Powerful 

stuff!

For resurrection, Facebook relied on an old medium—e-mail—and a 

much older human motivation: curiosity. Resurrection targets were al-

ready users of Facebook with existing connections to friends, so sending 

the occasional e-mail to them about what their friends were doing—that 
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Figure 5-2. Percentage of monthly global Facebook users accessing via mobile2

The Outcomes of Wearing Overalls and 
Looking Like Hard Work

Thomas Edison is often credited with saying, “The reason a lot of people 

do not recognize opportunity is because it usually goes around wearing 

overalls looking like hard work.” Edison would have liked Facebook.

When you walk through the areas belonging to the growth and inter-

nationalization teams in Facebook’s cavernous offices today, you notice 

three things: dozens and dozens of flags representing countries all across 

the world, many different languages being spoken, and hard work in the 

form of monitors.

Lots of monitors.
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Global 7,260 46% 3,340 48% 1,599 591 780 369 978 1,044

North America 357 88% 314 68% 213

US 321 87% 281 68% 192

Canada 36 93% 33 64% 21

Latin America 617 56% 345 86% 297

Brazil 204 58% 118 88% 103

Mexico 122 49% 60 92% 55

Colombia 48 59% 28 84% 24

Argentina 43 80% 35 78% 27

Europe and  
Middle East

1,058 69% 727 49% 359

Russia 146 71% 103 11% 11 47 59

Germany 81 88% 72 40% 29 5 20 5

Turkey 78 60% 46 89% 41

France 66 84% 55 58% 32

UK 65 92% 60 64% 38

Italy 61 62% 38 74% 28

Spain 46 77% 36 62% 22

Africa 1,158 29% 331 38% 125

Nigeria 182 51% 93 16% 15 37 48 73 73

Ehtiopia 99 4% 4 100% 4 42 67 42

Egypt 88 55% 48 56% 27

Dem. Rep. Congo 79 3% 2 80% 2 27 43 27

South Africa 55 49% 27 48% 13 5 13 5

Tanzania 51 15% 8 36% 3 2 9 22 9

Kenya 45 71% 32 16% 5 13 17 13

Asia Pacific 4,069 41% 1,649 32% 522

China 1,362 50% 674 0% 3 375 456 375

India 1,252 30% 376 36% 136 74 119 186 468 256

Indonesia 256 31% 78 100% 78 40 104 104

Pakistan 199 15% 29 79% 23 49 89 49

Bangladesh 169 32% 54 52% 28 16 54 16

Japan 127 91% 115 22% 25 39 53 39

Phillipines 110 43% 47 100% 47 31 31

Vietnam 94 50% 47 74% 35 15

Table 5-1. Population, Internet penetration and Facebook penetration  
(millions, Q4 2015)
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Table 5-2. Intended AMOS-6 satellite coverage country population, 
Internet penetration and Facebook penetration (millions, Q4 2015)

As if to illustrate both the very real risks of increasing connectivity around 

the world and Zuckerberg’s imperviousness to them, as this book went 

into production in September 2016 the first instantiation of the AMOS-6 

satellite was the victim of a catastrophic explosion of a SpaceX Falcon 

rocket on its launch pad at Cape Canaveral Air Force Station while being 

fueled ahead of a test firing the day before the satellite’s launch. Zucker-

berg, who was in Africa at the time to celebrate the satellite’s anticipated 

arrival in space, was undaunted in his update on Facebook following the 

incident:

As I’m here in Africa, I’m deeply disappointed to hear that 

SpaceX’s launch failure destroyed our satellite that would 

have provided connectivity to so many entrepreneurs and 
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Nigeria 182 51% 93 16% 15 32 73

Ehtiopia 99 4% 4 100% 4 42 67

Dem. Rep. 
Congo

79 3% 2 80% 2 27 43

South Africa 55 49% 27 48% 13 1 13

Tanzania 51 15% 8 36% 3 10 22

Kenya 45 71% 32 16% 5 7 17

Uganda 37 32% 12 15% 2 8 16

Ghana 26 19% 5 58% 3 4 10

Cameroon 24 11% 3 54% 1 5 10

Cote d’Ivoire 23 23% 5 35% 2 4 9

Angola 20 25% 5 66% 3 3 6

Senegal 14 50% 7 24% 2 2 5

South Sudan 12 16% 2 8% 0 3 6

Gabon 2 39% 1 54% 0 0 0

TOTAL 669 205 55 148 297
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Figure 7-1. New Facebook monthly users (millions)

Heading into 2010, Facebook was staring down the barrel of the very real 

possibility of having to handle as many additional users in the year ahead 

as they had added to the service the first five and half years. All while each 

user was sharing more content than ever before.

The mysteries of how to make that happen are modern marvels and 

happen completely out of sight in something we’ve simply come to call 

“the cloud.”

Industrial  Revolution ➜  Information 
Revolution ➜  Facebook Revolution

At the dawn of the 19th century, the Industrial Revolution was in full 

swing, its belching trains and factories upending the way things were 

made and distributed. At the time, the “technologies” of efficient steam 

engines, advanced metallurgy and power looms were a mystery to most 

people, and the workers who made it all possible were nameless, faceless 

cogs in a very literal machine.

Two hundred years later, at the dawn of the 21st century, the Informa-
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Table 7-1 compares the relative complexity of the key players in the 

Information Revolution.

Number 
of Things

Size of 
Things

Number 
of 
Sources

To Number 
of People

Algorithm?

Early 
Yahoo

Medium Small one 100’s of 
millions

—

Netflix Small Huge one 10’s of 
millions

Simple

YouTube Billions Big millions over a billion Simple

Google 
Search

Trillions Small one over a billion Complicated

WhatsApp Billions Small over a 
billion

over a billion —

Table 7-1. Scale and complexity of delivering various Internet services

Facebook has come a long way from its humble beginnings when they 

grew the site infrastructure by one leased server—for $85 a month—

every time they added a few tens of thousands of students.

Today—and every day—they serve over a billion people, deliver hun-

dreds of billions of individual stories, collect over ten billion likes, com-

ments and shares and more than a billion photos that require a few 

petabytes of new storage—that’s a billion million or a giga mega—per 

day, and many exabytes of storage for all pictures ever uploaded.

Facebook has to store, understand the complex relationships between 

and deliver on a moment’s notice many trillions of things, all the while 

protecting them from nuisances as small as spam and as complex as state-

sponsored cyber attacks. 

No wonder, then, that by 2015, Facebook owned $3.6 billion of equip-

ment and $3.9 billion of land and buildings and was investing $4.8 billion 

per year on the engineers that create and manage these systems.
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Your high-definition stream of Arrested Development from Netflix is 

about 3 megabits per second, making Facebook’s bandwidth millions of 

times that at your house.

Facebook’s bandwidth needs are among its most rapidly growing, 

doubling in 2013 and astonishingly quintupling in 2014 with the adop-

tion of video viewing in the News Feed. To give you some context, Table 

7-2 shows Facebook’s services as a percentage of all mobile Internet traffic 

around the world compared to their largest rival Google.

	

North 
America

Europe Middle 
East

Africa Latin 
America

Asia  
Pacific

Facebook 20% 16% 23% 15% 35% 10%

Facebook 16% 16% 14% 5% 25% 8%

Instagram 4% 7% 3% 2%

Whats App 2% 10% 7%

Google 24% 24% 26% 9% 29% 20%

Youtube 21% 21% 23% 5% 23% 18%

Other 3% 2% 3% 4% 6% 2%

Next Largest 4% 2% 4% 7% 2% 3%

Table 7-2. Percentage of mobile Internet traffic (Sandvine, Q4 2015)

Incredible bandwidth also needs to be maintained within the buildings as 

data travels to pods of many server racks, to individual racks within those 

pods and eventually to individual servers within those racks. This is 

known as switching, and for the sake of unadulterated speed dedicated to 

Facebook’s network architecture, Facebook has architected all its own 

networking equipment.

Then, of course, come the servers themselves, where all those bits live 

and all the code to handle their relationships runs. You guessed it, Face-

book also designed these themselves, stripping out everything they didn’t 

need and building them so they can take server chips—each of which 

contains around a dozen CPUs—from either Intel or AMD to create flex-

ibility and speed for upgrades.
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on your computer or phone. The next time you want to look at that pic-

ture, it’s simply returned from your device. If a friend of yours in your In-

ternet neighborhood wants to look at it, it’s retrieved from the edge cache, 

and even someone from elsewhere around the world won’t have to get it 

from the original backend server, as it will be returned to them from the 

origin cache at the entrance of the data center.

This works particularly well for Facebook for two reasons:

1. People want to retrieve something from Facebook (known as a “read,” 

which caching can handle) 500 times as often as they want to deposit 

something (known as a “write,” which has to make it all the way back to 

Facebook’s one-source-of-truth database in the data centers).

2. Facebook’s most popular pieces of data are way more popular than the 

rest: in a Facebook study of a random sample of 2.6 million viewed pho-

tos, 75% of users wanted to look at just 3.73% of the photos!

No wonder, then, that caching is crucial for Facebook and contributes 

significantly to your perceived performance of the service. Table 7-3 

shows an example from sample photo data of how often a request can be 

taken care of at each layer of the cache network.

Cache  
Success

Browser (your device) 65%

Edge (Internet intersection) 34.5%

Origin (data center) 14.5%

Backend (server) 9.9%

 
Table 7-3. Percentage of requests served  

by various Facebook caching levels

That’s why caching is so valuable: With the original server only having to 

handle 9.9% of the requests, it is unloaded by a factor of 10, compared to 

not using caching.
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24-month period of growth in Facebook’s entire history—before or after. 

(See Figure 7.2.)

 

Figure 7-2. New Facebook monthly users (millions)

You would think that Facebook would guard all the technology that made 

this possible with the zeal Coke has for its original formula. Not so much. 

They gave it all away, contributing enabling software technologies like Hi-

pHop and HHVM to the Open Source software community and in April 

2011 announcing the Open Compute Project (the brainchild of Heiliger) 

where, in a first for the hardware industry, they shared all the designs of 

their data center efforts—from servers to storage and networking and 

even building architecture—with the rest of the industry, including 

Apple, Microsoft and Google. These enabling technologies were impor-

tant to Facebook but not as important as the larger technical communi-

ty’s ability to also embrace them and—more importantly—further 

advance their performance together.

In sharing these technologies for the greater good, Facebook joined 

the likes of Jonas Salk who did not patent his polio vaccine and Tesla, 

which open-sourced all their electric vehicle patents.
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and Facebook, which was more like the difference between NBA center 

Shaquille O’Neal and a kitten.

At 24,400 employees, Google had nearly 12 times Facebook’s 2,127.1 (See 

Figure 8.1.)

 

 
Figure 8-1. Employees (end of 2010)

On the business front, Google commanded 15 times Facebook’s an-

nual revenue at $29.3 billion vs. $1.974 billion and 14 times the net in-

come at $8.5 billion vs. $606M.2 Yes, Google’s profits were four times 

greater than Facebook’s revenue. (See Figure 8.2.)

 

 
Figure 8-2. Revenue, profit and revenue share of global digital advertising
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what content from you that was developed by no less a Silicon Valley em-

inence than original Macintosh system software programmer Andy 

Hertzfeld, and Hangouts for videoconferencing with up to ten people.

On June 28, 2011, Google+ stepped into the arena with a giant product, 

an equally giant PR blitz, and, after a twelve-week invite-only field trial, a 

giant blue arrow on their search page advertising Google+, a cross-

promotional first for the company. Initial media coverage was positive, 

especially for Circles and their apparent advantages over Facebook’s ap-

proach to managing who among your friends sees what.

Within two weeks of launch, Google+ grew to 10 million registered 

users—against the convention established by the likes of Facebook and 

Twitter, Google+ initially did not report active users—to 25 million in a 

month, to 40 million by October and to 90 million by the end of 2011.6 

All along, Facebook kept calmly shipping product while, like a duck 

fiercely paddling under the water, Sheryl Sandberg and her business 

teams kept a very close weekly eye on any Google+ numbers they could 

get their hands on and worked diligently to keep large business customers 

from becoming distracted with Google+ Pages and losing momentum on 

their respective Pages—and related advertising—on Facebook.

The year 2011 came to a close without much clarity on what exactly 

had happened between the two combatants. Neither had obviously won, 

but neither had obviously lost.

In February 2012, however, things became much clearer. Any potential 

perceived Google+ momentum came to a screeching halt when analytics 

firm comScore released a shocking finding: people were using Google+ 

only 3.3 minutes per person per month, while they were using Facebook 

for 7.5 hours. (See Figure 8.3.)

 

 
Figure 8-3. Minutes used per person per month
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the heart of the consumer base and had on their side the switching costs, 

network effects and petabytes of learnings about 700 million consumers, 

who had spent up to seven years curating their authentic identity and 

connections on Facebook.

 

Figure 8-4. Facebook penetration among global Internet users

There are basically three kinds of players in consumer technology: (1) 

Those that are unable to cross the chasm in head-to-head competition 
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Figure 9-1. Twitter vs. Instagram global monthly users (millions)

To add insult to injury, at the beginning of 2016, Instagram had started to 

win the war over engagement with so-called public content—especially 

celebrities—with folks like footballer Cristiano Ronaldo at 49 million In-

stagram followers (only 40 million on Twitter), Beyoncé at 61 million 

(only 14 million on Twitter) and singer Taylor Swift getting nearly 20 

times as many likes for photos such as her 2016 Grammy win on Insta-

gram than on Twitter, even though she has 72 million followers on Twit-

ter compared to 68 million followers on Instagram.

Slowly and very deliberately—keep in mind the importance of the In-

stagram community’s sensibilities and style consciousness—the teams 

began to integrate advertising into the Instagram experience, relying 

deeply on their experience growing advertising on Facebook and the 

powerful infrastructure to target, deliver and measure advertising that 

Sheryl Sandberg and the team had already built.

It began with an announcement to the community of the coming 

arrival of ads on Instagram in October 2013 and a period during which 
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a framework of projects and degrees of criticality to aid in evaluating and 

planning:

�� Fundamental projects: The basic expression of your mission

�� Adjacent projects: A clear—not wishful—expansion of your mis-

sion

�� Essential: A hill you cannot lose or the one from which competi-

tion could attack fatally

�� Nonessential: Failure does not harm the business fundamentally

Figure 10.1 shows what some of Facebook’s strategy to date looks like in 

that framing.

 

Figure 10-1. Framework for evaluating projects for prioritization

The majority of Facebook’s effort, and its highest priority, during Face-

book’s first decade were connecting people in the United States and West-

ern Europe and growing advertising revenue relative to those audiences. 

Connecting existing Internet users in markets accounting for about 50% 

of global advertising spend11 is both fundamental to Facebook’s mission 

and essential to its business.
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Figure 11-1. Mental states brought about by  
various combinations of skill and challenge

When in the fine balance of the flow channel, we feel focused, have inner 

clarity, higher confidence and greater creativity; we learn faster and have 

a sense of timelessness and high intrinsic motivation. If that sounds sus-

piciously like an altered state, that’s because it is. Writing in Harvard Busi-

ness Review in May 2014, Steven Kotler describes the rare confluence of 

neurochemicals:

In flow, the brain releases norepinephrine, dopamine, en-

dorphins, anandamide, and serotonin. Norepinephrine and 

dopamine tighten focus, helping us shut out the persistent 

distractions of our multi-tasked lives. Endorphins block 

pain, letting us burn the candle at both ends without burn-

ing out altogether. Anandamide prompts lateral connec-

tions and generates insights far more than most 

brainstorming sessions. And serotonin, that feel-good 

chemical  . . .  bonds teams together more powerfully than 

the best-intentioned offsite.
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so-called circuit breaker in the exchange that temporarily halts trading 

of a stock to attenuate steep declines. Facebook ended trading that Mon-

day down 11%.

And the hits would keep on coming.

The very next day, only the 3rd day of public trading for Facebook, a Re-

uters news story alleged that analysts at Morgan Stanley, JPMorgan Chase 

and Goldman Sachs—Facebook’s own IPO underwriters set to make 

nearly $200 million in fees on the sell side of the IPO—cut earnings fore-

casts in the middle of the IPO run-up in response to both the mobile rev-

enue warnings from the S1 amendment and conversations between 

Facebook finance executives and the analysts; they communicated the re-

duced forecasts to large clients verbally but not to the public. The move, 

widely believed to be unprecedented in the IPO community, could have 

caused fundamental sentiment changes among institutional investors 

and an imbalance of information between institutional investors who 

were participating in the buy and sell sides of the stock prior to the IPO 

and retail investors who could participate only after the IPO. One class-

action lawsuit relative to the issue was dismissed in 2015, and as of De-

cember 2015, two more were still making their way through the legal 

system.

May 2012 concluded with the arbiter of all things business, The Wall 

Street Journal, declaring the IPO a “fiasco.” Not surprisingly, the stock 

continued a nearly monotonistic decline to its September 4, 2012 low of 

$17.73, having shed over half its IPO valuation of $100 billion.

What exactly was causing all this pessimism?

Among Internet stocks, one is esteemed above all others: GOOG. 

Google—and its eventual parent company Alphabet, Inc.—is the model 

of sustained and profitable revenue growth and has been a success since 

its 2004 IPO. By Q4 2011, Facebook had begun to suffer by comparison 

to its big brother on two critical dimensions that we can see clearly in Fig-

ure 12-1: significantly less revenue at the same company age and a lower 

rate of year-on-year revenue growth to boot. Not a good combination. 

Not good at all.

By the time Zuckerberg stepped onto the stage at the TechCrunch Dis-

rupt conference on September 11, 2012, for a fireside chat with notori-

Figure 12-1. Facebook and Google revenue and  
revenue growth at same age as a company1

ously tough inquisitor Michael Arrington to make his first public 

comments since the IPO, concern over Facebook’s future had reached a 

fever pitch and the hints of schadenfreude that float in the air when a for-

mer innovation darling struggles were palpable.

The venue was standing room only. And they were in for a surprise.

Pulling Up, Way Up

At the time, Zuckerberg was not known as a compelling public stage pres-

ence—in contrast to the success he enjoyed with his direct and thought-

ful internal weekly Q&As at Facebook. The image etched in most outside 

observers’ minds was the flop-sweat opening to his June 2010 All Things 

Digital conference interview with elite Silicon Valley journalists Kara 

Swisher and Walt Mossberg that covered lightning rod issues like privacy 

and was immortalized on allthingsd.com’s liveblog this way: “My god, 

Zuckerberg is literally dissolving in a lake of his own sweat. Could this be 

his Nixon moment?”
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growth acceleration, to $42.66—the first time it had exceeded its IPO day 

opening price—on September 5, 2013 and to $57.96 on Christmas Eve 

2013. By May 2016, it had more than doubled up that number again, 

reaching $120 and making Facebook worth nearly $350 billion, seven 

times the value at its low point.

In an irony that brings this period full circle, GM returned to advertis-

ing on Facebook in April 2013, following CMO Ewanick’s departure in 

July 2012 (according to GM, Ewanick had “failed to meet the expectations 

the company has of an employee” related to improprieties in a seven-year 

$559 million sponsorship deal with English football club Manchester 

United).2   

Figure 12-2 revisits the comparison to Google’s business fundamen-

tals to understand Facebook’s recovery: the key to Facebook’s success was 

a rare reacceleration in year-on-year revenue growth, going from a low of 

32% in Q2 2012 to as high as 72% in Q1 2014, followed by another reac-

celeration to 52% in Q1 2016, a rare feat for a 12-year-old company with 

nearly $20 billion of annual revenues.

Figure 12-2. Facebook and Google revenue and revenue growth revisited
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That historic bellwether Facebook had lagged in revenue growth in 

Q2 2012? Facebook has exceeded Google’s historical growth rate at the 

same company age every quarter since Q4 2012 and closed a nearly four-

year stretch with an impressive beat of earnings expectations in Q1 2016, 

the same week standard-bearers Alphabet and Apple disappointed. As 

Facebook’s stock rose and Alphabet’s and Apple’s fell in the wake of those 

announcements, it marked a change of nearly $100 billion in valuation 

among the three critical consumer technology players in just one week.

Make no mistake, this revenue success—and the corresponding stock 

market success—is not a nice-to-have. It is central to Facebook’s ability to 

create the kind of respect, confidence and enthusiasm that retains and at-

tracts employees, customers and users. It is the life-giving oxygen on 

which the expansion of Facebook’s core business relies and that makes 

possible the large acquisitions and investments that protect Facebook’s 

future.

Internet-based consumer technologies live in a constant state of knife-

edge inflection: up or down, there is no flat. Without the revenue growth 

turnaround begun in 2012, Facebook would be on the path of MySpace, 

Groupon, Yahoo and—more recently—Twitter.

Instead, it has become, by many measures, the biggest consumer ser-

vice ever.

Just How Big Is Facebook?

More impressive even than Facebook’s business performance between 

2012 and 2016 is its growth as a provider of the things we cannot live 

without: it is the unquestioned leader in engaging consumer communi-

cation services on the medium of choice the world over—mobile.

In places like the United States, time spent on digital media began to 

exceed perennial champ traditional TV—which had a 60-year run—in 

2013.3 As we can see in Figure 12-3, the time spent on mobile devices 

alone is trending to take over television in 2020. This is especially true the 

younger you are. In the United States, for example, 18- to 24-year-olds 

spend 120+ hours per month on mobile.4

Figure 12-3. Average time spent per day for U.S. adults (minutes)

As we can see in Figure 12-4, among all that time spent on smart-

phones, half goes to people’s most used app, and 80% of all time goes to 

the top three most used apps. In the United States, Facebook is the app 

used by most people (as it is in most countries). For 48% of its users, 

Figure 12-4. Percentage of time spent by users on their apps and share for Facebook
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Facebook is the most used app on their phones, and for a full 80% of its 

users it is in the top three most-used.5 The breadth and depth of its mo-

bile usage is entirely without precedent.

The app used second most by people in the United States? Messenger, 

also from Facebook.

How much time do we spend with Facebook’s products? In the United 

States, nearly one of every four minutes on mobile is spent on Facebook, In-

stagram and Messenger, adding up to 50 minutes per day for their users.6

As we can see in Figures 12-5 and 12-6, Facebook’s lead over the com-

petition in both how many people use it and how much they use it makes 

for strange charts. There it is in the far upper right-hand corner. Whether 

for audiences 18–34 (where it has a 50% greater penetration than the next 

biggest service, which is Facebook-owned Instagram, and triple the en-

gagement per person) or 35-and-over (where it has nearly five times higher 

engagement per person), Facebook has a lion’s share of our attention.7

Around the world, as of December 2016, the company served more 

than 1.8 billion people on Facebook, over 1 billion on WhatsApp, over 1 

billion on Messenger and more than 600 million on Instagram every 

month. On August 24, 2015, Facebook alone first served 1 billion people 

globally in a single day. Now, that number exceeds 1.2 billion. 

Every. Single. Day.

Figure 12-5. Age 18–34 digital audience penetration vs.  
engagement of leading social networks
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Figure 12-6. Age 35+ digital audience penetration vs.  
engagement of leading social networks

Caring More:  
Getting Their Start at Pinocchio’s

Few people are more surprised than Zuckerberg at Facebook’s gigantic 

success in connecting people. Not because he doubted the mission. He 

doubted that the small band of people who started working on theface-

book.com back in 2004 could accomplish the feat at global scale before a 

larger and more usual suspect—he thought it would be Microsoft or 

Google—beat them to it. Back then, Zuckerberg and his contemporaries, 

including Harvard computer science classmate and longtime Facebook 

engineering leader Kang-Xing “KX” Jin, would huddle at Pinocchio’s 

Pizza & Subs, a hole-in-the-wall joint a block off Boston’s Harvard Square, 

to discuss the world. Connecting people was important and would hap-

pen, they agreed, but it would be somebody much bigger than their fledg-

ling enterprise that would build the necessary services.

How, then, did Facebook win?

Zuckerberg, reflecting in comments he made on Facebook’s 10th an-

niversary in 2014, believes that along the journey he and the ever-growing 

band aligning with his mission “just cared more about connecting people 

than anyone else.”
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Messaging  
Becomes the Medium

Two more giant apps and an artificial intelligence 
based on trillions of pieces of data

Social media is big. So big that there is only one class of apps bigger: 

messaging. As you can see in Figure 13-1, while Facebook is the larg-

est social network and Instagram the second largest, there are four mes-

saging apps larger than Instagram: WhatsApp, Facebook Messenger and 

Chinese juggernaut Tencent’s QQ and WeChat. A dominant seven of the 

top 10 communication apps in the world are now messaging apps. 

 
 

Figure 13-1. Global monthly users (millions, circa Q4 2015 to Q2 2016)1 
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increase in the cost of so-called backhaul connectivity—usually 

underground cables—required to deliver data to and from the 

core of the networks) and serve fewer revenue-generating custom-

ers due to lower population density. No wonder this population is 

among the hardest to connect, while being the most in need of that 

very connection.

�� Women: In places like India and sub-Saharan Africa, women are 

70% less likely than men to be connected. Not a recipe for dealing 

with the two-fold per-capita income gap between men and women 

globally or for addressing the troublingly unbalanced reality of 

two-thirds of illiterate adults in the world being women.

The connectivity challenge is a vicious circle: it is harder to increase your 

income if you’re not connected, but it is harder to become connected if 

you cannot increase your income.

It takes an odd combination of near-term socialism, high-risk long-

term capitalism and fast-moving commercial attitudes to break this 

stalemate. Governments, especially in countries most in need, rarely 

have the means to take significant steps; global telecommunications 

equipment providers like Cisco and Ericsson lack the financial strengths 

of days gone by to be involved deeply in the early and unprofitable days 

of bringing this “long tail” of people onto the Internet; and no telecom-

Figure 14-1. State of infrastructure for the world’s population
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How Can VR and AR Possibly Matter  
to You and Facebook?

We’ll get to the motley crew at Oculus working to make all this possible 

in a minute. They include the 23-year-old undergrad dropout you might 

expect, the 59-year-old PhD dropout you wouldn’t, a revered gaming 

wizard and the new Pixar made up of the old Pixar. Some of them have 

been waiting more than 25 years for technology to catch up to their vision 

and that of Star Trek’s holodeck, Neal Stephenson’s Snowcrash, Morpheus 

and Neo in The Matrix and Ernest Cline’s Ready Player One.

But first, why do virtual reality and augmented reality matter?

If you have technology that can track head movement, recompute 60 

to 90 times a second what you should see corresponding to that new po-

sition from two slightly horizontally separated viewpoints simulating 

your eyes and display the two results on high-resolution screens mere 

Figure 15-1. Global sales of PCs and smartphones (millions)
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