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THE BOOK I WISH I HAD HAD WHEN I BECAME AN ENTREPRENEUR

WRITING THIS BOOK has been like starting my business. When my cofounder, Andres Barreto, and I launched our current company, Onswipe, we did so because we saw a need in the marketplace, a need for something we both wish existed (but more on that later). We saw a problem that needed fixing, so we decided to fix it.

For the same reasons, I decided to write this book.

Right now, entrepreneurship is leading the twenty-first-century renaissance, changing the world and the way we think about work. In the past, “entrepreneur” was, at best, a name given to rogue risk takers who couldn’t accept authority and, at worst, a code word for those who were either broke and unemployed or rich and bored. Today that is no longer the case. As information and technology have spread, anyone can start a business; and in the postrecession world, in which more of us realize we can’t depend on established corporations to keep us employed, entrepreneurship has become not only a respected career path but a necessary one.

The good news is that the barriers to becoming an entrepreneur are lower than ever before and, if you do it right, entrepreneurship can offer fantastic rewards. The Internet has made it possible for anyone to connect with influencers, experts, and potential customers around the world. Moreover, since new companies can exist entirely in the digital space, the costs of launching have reached unprecedented lows.

The bad news is that this trend is so new that there remain very few resources for would-be entrepreneurs, especially in the technology sector, on how to actually start a business. That is why I have written this book. When I was starting out, I had to learn a lot of things by trial and error—how to test an idea, how to market a business, how to raise capital—and I know I could have saved myself (and my cofounder) a lot of grief if someone had given me advice on what to do. This is the book I wish I had had when I got started as a naive and passionate entrepreneur at the tender age of nineteen. I hope it will help and inspire you to pursue your passion while avoiding some of the mistakes I made.

EVERYTHING YOUR MBA BROTHER TOLD YOU IS WRONG
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It seems as if everyone has a brother, cousin, sister, uncle, parent, or next-door neighbor with an MBA who thinks starting a successful company just isn’t possible. That’s because MBAs have been trained to look at business from a much more formal and complicated perspective than you do. When they think of entrepreneurship, they think of the traditional meaning—the one that requires a business plan, long-term financial projections, a ton of up-front capital, and an Ivy League degree just to launch a business, let alone to make it succeed. But luckily as times have changed, so have the rules.

Plus, MBAs are designed for those who want to be executives or managers at large Fortune 500 companies. But running a startup presents a completely different set of challenges, and having outside formalized training may harm your ability to move as fast as possible. So stop listening to the MBAs and any other naysayers. It’s time to free your mind.

WHO THIS BOOK IS FOR
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The goal of this book is to provide a simple and straightforward blueprint for creating a startup from scratch—with little up-front capital, little experience, or few connections in your industry. You will learn how to come up with an idea, build a simple first version of the product, and gain customers, then take it to the next level with fund-raising. You’ll notice that although many of the principles laid out here can be applied to a lot of industries, most of them are specifically targeted to the technology sector. I did this for two reasons: 1) My experience is in this space, so I can speak about it as an expert, someone who has been there; and 2) technology is a much more accessible industry to enter than many others because it requires less capital than more traditional businesses. If you want to become the next Facebook or Twitter or Dropbox, this book is for you. You might feel very far away from reaching your goals right now, but remember, even today’s most successful companies started as nothing more than a group of individuals with an idea.

WHAT THIS BOOK WILL DO
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This book will teach a very specific set of skills an entrepreneur needs. By the time you finish reading it you should be able to do the following things:


1. Fully formulate an idea for your startup.

2. Find cofounders and talent.

3. Release an idea into the wild in a weekend.

4. Get press.

5. Get customers from Day One.

6. Raise money.



A quick note: This is a relatively short book, but it contains a primer on all the important steps you’ll need to take when building your startup, and should be enough to get you started. But if you want more information, there are tons of other resources out there about how to start a company, work the press, and find talent.

WHY SHOULD YOU LISTEN TO ME?
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I know that all the advice in this book will help you because I’ve used it myself. I started my first company at nineteen (it failed) and my second company, Cloudomatic, in 2010, when I was twenty-three. Currently I’m the cofounder and CEO of Onswipe, a startup that works with publishers to format Web site content on tablet platforms. The principles here are the same ones that helped us build our modest two-person startup into a legit business worth tens of millions of dollars. This book is not about me, though. It is about what I learned along the way. I will use stories from my experiences (as well as those of other entrepreneurs) to illustrate the ideas and advice in the book. But ultimately I want this book to be about you.

A FEW WORDS ON DROPPING OUT OF COLLEGE
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I was still in college when I started my first business, and some of the biggest companies (take Facebook) were born on campuses. My guess is that some of you are currently in school and toying with the idea of dropping out to pursue your dream. But before you do, you should think twice. It’s true, you won’t learn the skills it takes to be an entrepreneur by sitting in a classroom, but before you quit, you should consider your circumstances fully.

In 2007, when I was a junior in college, I dropped out of school to work on a startup I’d been building for a year. When the company failed eighteen months later, I returned to school to finish my degree instead of launching another company. I did this because I needed a breather while I got myself organized, and also because I wanted to finish what I had started—a goal that’s important for every entrepreneur.

I don’t regret dropping out. I learned a lot of things while I was out of school and I had a blast doing it. However, I had been careful. I didn’t leave school until my idea was gaining traction and I had my finances in order. If I had been able to dedicate to my company the time it required while staying in school, I would have. But I became so busy that I had to choose. The point is, I didn’t quit until I had something to quit for. Before you drop out, consider whether it’s really necessary.

BEFORE WE BEGIN
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The subtitle of this book promises to show you how to create a company without a lot of money. But that does not mean that starting a company is cheap or easy. There’s no magic bullet that will make starting one cost nothing, and there’s no way to start a company without putting in a lot of work.

The goal of this book is to help entrepreneurs avoid the silly mistakes I made when I started and reduce the friction-filled learning curve. There’s no way to avoid the difficulties of entrepreneurship, but there are certainly ways to make the process smoother. Just the way a great product reduces friction between a user and what they want, this book is meant to reduce friction between an entrepreneur and the tasks he should be working on.

Of course, you should not take my words as gospel or fail to seek advice elsewhere. I can tell you only what has worked for me and what has worked for the people around me, but every situation is different. I hope you will find your own style and have fun doing it. My goal is not to prove myself right. It is to inspire and help you so you can one day enjoy the freedom and opportunities that entrepreneurship brings.
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IT ALL STARTS WITH AN IDEA

EVERY GREAT BUSINESS starts with a great idea. Maybe you already have an idea you’re working on. Maybe you have one but you’re not sure if it’s any good. Or maybe you just like the idea of starting something of your own but aren’t sure what that should be yet. Regardless of where you are, this chapter should help you brainstorm or sharpen an idea.

HOW JOBS AND WOZNIAK GOT THE IDEA FOR APPLE
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Large companies often have red tape and bureaucracy that make it take way too long for anything to happen. If you have ever tried to get a cool project started or get the IT department to take care of something, odds are you will likely age a few years before it ever gets done. Some of the best startups are born from recognizing the problems that exist at your current employer, but which will never see the light of day. Take advantage of these gaps.

One of these gaps is how Apple got started. At the time of Apple’s founding, Steve “Woz” Wozniak wanted to create a better computer that would be suited for personal home use. This was monumental because, at the time, computers were only for professional use, not personal home use. Wozniak discovered the problem—the absence of a personal computer—and decided to solve it. When Woz checked with Hewlett-Packard, his employer at the time, to see whether he could continue with the project or whether HP wanted the rights to what would become Apple Computer, his boss said, “No one will ever want a personal computer.” With HP not interested in pursuing the project or having the rights to it, Woz and Jobs were free and clear to build what would become Apple.

FIND A PROBLEM THAT NEEDS TO BE SOLVED
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If you are stumped about what you should build or feel that you don’t have the perfect idea, don’t worry. There is no perfect idea, but there are tons of problems that need to be solved.

This is how Onswipe came to be. My cofounder, Andres, and I had started blogging as a side project, but when we tried to view our sites on our iPads, the content looked terrible. We wondered if there was some way to build a service that would help publishers like us make their sites look great without dealing with annoying application developers and vendors. Eureka! We had an idea.

What made this idea so great, though, was that not only would it solve our problem, it would solve a lot of other people’s problems as well. There was an automatic, built-in audience of people who would be looking for the same solution we were.

When looking for inspiration, start with yourself. Ask yourself what service or product you wish existed. What would make your life easier? What would you be willing to pay for? Starting with yourself is not only the easiest way to come up with a great idea, it’s also an easy way to keep yourself motivated because you know that even if you don’t become a billionaire on your first try, you’ll at least have built something that you can use to make your life easier.

Here are a few other things to keep in mind when trying to find a problem to solve.

It Doesn’t Have to Be Sexy to Make Money

There is a ton of money to be made in unsexy industries that often get little press or no attention. The key to winning in an unsexy industry is to develop a simple and great product that delights a user. Competition among sexy companies (like today’s social media and daily deals sites) is fierce, but incumbents in less popular areas often grow comfortable and stick with the status quo rather than try to innovate. Since they’re often the only player, they don’t need to do much to win. But just because customers flock to these companies doesn’t mean they’re satisfied with what they’re getting. If you can figure out a way to improve upon an old, established model, you can make a lot of people happy while making a lot of money.

One example of this is Square, which was started by Jack Dorsey, the cofounder and inventor of Twitter. After creating one of the world’s sexiest and fastest growing services, Jack could easily have gone after the next big thing and done it all over again. Instead he went after an unsexy and unchanged industry: real-life merchant processing. Jack set out to make it easy for merchants of all sizes to accept credit card payments on mobile devices such as the iPad and iPhone. Before Square, merchants had to go through a long, drawn-out approval process, and that’s only if they were lucky enough to be eligible. The approval process existed, not out of pure necessity, but as a lack of innovation to move fast to get merchants active with a payment processor. Square eliminates the approval process yet prevents fraud. Using a simple, easy to use, and elegant interface without charging extraneous transaction or equipment fees, Square now processes over one million dollars of payments a day while shaking up existing multibillion-dollar incumbents such as VeriFone, which has been around for decades.

You Don’t Have to Be New, You Just Have to Be Better

The world is short on truly original ideas. Pretty much everything has been tried before in some way. But just because someone currently has the best solution on the market doesn’t mean the case is closed. Even accepted models have room for improvement, and sometimes all it takes to be the hot new thing is finding a way to do an old thing better. Take a look at Dropbox, a service I have used for many years and think every entrepreneur should use. Before Dropbox existed, the online storage market had been saturated by competitors, leaving what many thought was little room for newcomers. Microsoft alone had five storage products! So when Drew Houston created Dropbox, no one thought he could do better and many thought he was wasting his time. Not only was there a lot of competition, but there were low margins and high customer acquisition costs as well.

But Dropbox overcame these obstacles and is now the world’s leading online storage provider worth hundreds of millions of dollars. Even though there were many other services in the space, they were all difficult to use or didn’t function smoothly. Dropbox’s service was better than all the others’ because of its simplicity and the fact that it just worked better then they did. Their great product also allowed Dropbox to overcome the difficulty of high customer acquisition costs because when new customers realized how great it was, they spread the word.

Do Something That Used to Be Impossible

The best products take advantage of new technologies that can be applied to an idea to make a truly innovative product. Onswipe is a prime example of this. We not only focused on building a product that didn’t exist, but we used a new technology (HTML5) to do it. This gave us an even bigger edge because while other people were still fiddling with old technologies, we were mastering something new. Use the following suggestions as building blocks for your idea to make sure that you are headed where the ball is going, not where it’s already landed.

Stay Connected

Judging from trends in the past few years, it’s pretty safe to assume that sometime in the very near future all electronic devices will be connected to the Internet. Sure, we have had the Internet for a couple of decades now, but until quite recently you could only access it from certain places and devices. What will it mean when any technology you build can always be connected anywhere in the world? In today’s world of mobile devices, you should build something that takes advantage of the ability always to be connected to high-speed Internet.

Be Location Aware

Companies like Foursquare have taken advantage of geolocational software that allows them to pinpoint where users are at any given moment. If most devices are untethered, then what can you do if you can access the location of a user? More purchases happen in the real world and locally than online, which presents a world of new business models. Build something that can take advantage not only of the local surroundings, but also of the actual people nearby. If all applications are socially connected, then how can you use location to make your product work even better?

Make It Touch Enabled

I’m biased, but I also have deep domain expertise in understanding why touch interfaces will soon outpace point-and-click interfaces. In the past, the user experience was limited to what could be accomplished with a mouse and keyboard, but that is quickly changing. When we first started Onswipe, the estimate for when touch devices (including tablets and touch-enabled smartphones like the iPhone) would outpace traditional point-and-click devices was for the third quarter of 2012, but it was quickly revised to the very end of the fourth quarter of 2011. Touch is important because it allows companies to build a more personal, interactive experience for their users, and this is a huge selling point. And users seem to prefer it. In what ways can you integrate touch into your product to help connect with users?

Get Social

Five years ago it was really difficult to build consumer Web products because you needed to have a large user base before you could do anything of interest. Now, thanks to services like Facebook Connect and Twitter, you can tap into your existing users’ network of friends. The types of applications you can build will now benefit from having access to the viral distribution of more than eight hundred million people. At Onswipe we allow readers to see what their friends are reading across all the different publications we power. This would be much more difficult to accomplish if not for Facebook Connect and Twitter.

Break It Down

Before iTunes came along, music companies thought they could only make money by selling whole albums, not individual songs. But Apple realized that by making the transaction digital, instantaneous, and cheap, companies could get a lot of people to buy music—even those who would not have shelled out fifteen dollars for a CD. Now there are tons of things you can buy for this price—books, magazines, and apps among them. Google is also good at this. By charging per click instead of making companies buy huge packages, they’re able to extract a large quantity of small transactions from advertisers. Rather than figuring out how to extract a lot of money from people at once, figure out how to extract a little bit over a long period of time.

Be Compatible

We live in a world in which almost everyone has several devices—computers, phones, tablets, Internet-connected TVs, gaming consoles, e-readers, car navigation systems—that can all be synced. When developing your product, don’t just focus on how it will work with one device, even if it’s specifically designed for it. Figure out how you can sync it with others.

Amazon does a great job of this with their Kindle service. You can download and pay for a book, then read it on your iPad, continue where you left off on your iPhone, then finish the book on your Kindle device. Until someone comes up with a device that does everything (and is portable), users are going to demand compatibility.

LOOK AT YOUR IDEA UNDER A MICROSCOPE
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Once you have come up with a great idea, take a moment to play devil’s advocate with yourself. It’s much better to come to terms now with any roadblocks or problems your idea presents rather than see it collapse later on. At worst, you may have to go back to the drawing board, but most likely this process will help you figure out how to make the idea more feasible. You don’t need to seek validation and feedback from outsiders just yet (we’ll get to that later), but you might also want to turn to a few trusted advisers, as they will be less biased than you. To get started, ask yourself the following questions.

How Will You Make Your First Dollar?

Most entrepreneurs fall into one of two opposite categories: those who think about how they will make money or those who don’t. Your idea may be so awesome that it’s easy to imagine making your first million, but when evaluating a potential startup idea, you need to think about how you will make your first dollar. Another way to phrase this question is: When will you make this first dollar? If the answer is some time far in the future, odds are that you will go out of business before you make a cent.

Onswipe started as a simple WordPress plugin for which we charged fifty dollars. We charged for the plugin because we knew that it is hard to get people to pay for something from a brand-new startup. People are cheap, and convincing them that you provide value takes a lot of work. When you’re starting out, the difference between zero dollars and any number greater than zero dollars is huge. By partnering with WordPress, we were able to get hundreds of people to pay us. That’s when we knew we were on to something of tremendous value. We never intended to stick with the plugin idea, but it served as a litmus test to determine just how much value there was in the concept. After that, we knew we could make money.

Do You Have Domain Expertise?

Hopeful entrepreneurs often go into fields they have zero expertise in, but if you do this you will spend a lot of time trying to gain the knowledge necessary to be successful. Knowledge can come through personal passion for the space or years of work in it. It’s a huge leg up to have it beforehand and will help you avoid amateur mistakes. It’s much easier to work with what you know than to learn something new.

If you don’t have all the expertise you need, find people you can work with—whether they be employees, investors, or advisers—who do.

An example of a company that does this well is the group payments platform WePay. Payments is one of the toughest and most grueling areas in which to create a startup because it requires a ton of deep domain expertise in security and fraud detection. Knowing this, WePay founders Bill Clerico and Rich Aberman reached out to an investor named Max Levchin. Max was the cofounder and CTO of PayPal, where his job was dealing with fraud, cryptography, and payment processing. By landing Max as an investor, WePay was able to build credibility by avoiding obvious mistakes.

Are You Really Passionate About This Idea?

Every idea gets an entrepreneur excited for the first twenty-four hours. But the true test is whether you are still passionate about your idea months after you come up with it. No idea will make you a millionaire overnight. It’s a long, hard road until your startup is successful, and if you
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Start a Project, Not a Company



HOW FOURSQUARE GOT STARTED
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