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introduction

If every brilliant business idea succeeded the way it should, most of us would be
billionaires.

If every entrepreneur focused most of their energies on the things they’re best at,
nine out of ten new businesses would succeed wildly, rather than nine out of ten fail-
ing.

In 2006, I started ScourEvents.com. It was not the first business I built, but it was the
first virtual organization I built. I focused my energies on what I did best and built an
entire staff located all over the world to do the work that needed to be done. I control
dozens of “employees” who perform hundreds of different job functions. And I made
this all happen on a shoestring budget.

My virtual organization designed and developed a sophisticated Web site for ticket
sales, helped launch the site in local markets through local PR blitzes, and developed
all my marketing. With significant revenues pouring in and the site poised for an in-
ternational launch, I got from start to finish in a few months time while still holding
down a 9 to 5 job. And taking weekends off. And vacations.

To finance the site, I developed Web sites for other clients. Trolling Craig’s List and
other sites, I found clients throughout the United States. Once they hired me to build
a site, I immediately outsourced the work to companies in India and China. Within 24
hours, I would have designs to show my clients. Within a few days or weeks, I'd have
sophisticated, database-driven sites completed and quality-assured.

As for Craig’s List Computer Gigs-- | was strapped for income, when a light went

xxiii



XXiv INTRODUCTION

off. I wanted to test if [ could turnaround web projects from outsourcing quickly, and
make a profit. I went to Craig’s List for each city under computer gigs for work need-
ed. I emailed each one with a small bio, and received several responses. Once I secured
a contract, I went to elance, and outsourced. Within 24 hours, I would have samples for
the client, who will later come back over and over again.

My profits ranged well above 70% of my costs. It’s not that I didn’t do anything: I
built specifications based on the client needs, project managed the outsource company,
and performed final quality assurance. But I didn’t do the heavy lifting. And everyone
in the picture — [, my clients, and my outsource companies — walked away happy with
the value they received.

By concentrating on what I did best — strategizing Web sites, translating strategy
into doable specifications, and project managing design and development — I spent my
time on activities designed to bring the greatest value to my clients and to me. By out-
sourcing what I did not do better than anyone else — designing, coding, and program-
ming — [ made huge profits by finding people who could do these activities better and
more cheaply than anyone clse.

If I can build a powerful, successful business using only my laptop, then anybody
can.

But I literally had to learn a million things to make it work. And so will you and
any other entrepreneur. That's why we wrote this book, distilling all the knowledge,
hard work, sweat, and mistakes that go into building a successful virtual organization
into a reference that can help entrepreneurs like you make it there a little more quickly
and easily.

This is the century for small business

Corporate leviathans appear have every advantage — big bank accounts, armies of
Harvard-educated MBA’s, fleets of lawyers, and pockets full of powerful politicians, as
well as access to the biggest, baddest, priciest media on the planet. You've got a great
idea, a laptop, and a stressed-out checking account. What chance do you have?

If every successful start-up venture required MBAs and more cash than can be
counted, we would never have things like Web browsers, search engines, or even Mc-
Donalds. So even though you can’t fill a oil tanker with your money or wouldn’t know
an MBA from a hole in the ground, you might have the next great billion dollar busi-
ness or product. Your shoestring venture could be the next Google, the next Bratz, or
the next McDonalds. And you — and all other business owners starting out with a great
idea and a ton of passion — have an advantage that previous generations of entrepre-
neurs never even imagined. Information technology allows you to easily start a busi-
ness and find all the resources, skills, and materials you need simply by firing up your
laptop and connecting the Internet.

Roy Crocker had to hire staff and rent a building to make McDonald’s work. Bill
Gates had to hire staff and rent a building to turn Microsoft into a going concern.

You just need a computer.



INTRODUCTION XXV

That’s what this book is all about. You have the tools to build a powerful start-up
organization, from financing to product development to marketing, without ever re-
ally having to walk out your front door. We're here to give you the tools you need to
start your new venture or take your current business several levels higher by exploiting
the resources our interconnected world offers you.

Using global communications and data networks, you can staff an entire organiza-
tion with every human resource and skill you need at rock-bottom prices. Your corpo-
rate office can be a room in your home or a table at a coffee bar. All the parts of your
business, from bookkeeping to manufacturing, can be done by staff all over the world.
Even the physical and technological infrastructure can be distributed all across the
globe.

Your phone exchange lives somewhere in Minneapolis while your faxing service sits
in Milwaukee. Your phone receptionists work in Manila. Your customer service reps
handle all customer concerns from an office in Mumbai. Your Webmaster manages
your entire Web site — from development to maintenance — from Moscow, but your
site sits on a server in Moline. All your word processing is done by a virtual assistant
working from her home in Marietta. And your laptop computer is periodically tuned
up by some tech dude in Montreal. People from all over the world shop at your store
without ever leaving their kitchen table . . . and a warchouse in Mountain View ships
all the orders.

You are, in short, running a virtual organization using only a desktop or laptop
computer. That’s all you need.

Well, not quite. You also need very generous helping of business sense, dedication,
ideas, planning, organization, and sound decision-making, but we deal with that in a
separate book.

Thus the magic of outsourcing. The newspapers and politicians all scream that out-
sourcing means that your job is going somewhere else — India, China, or some other
far-flung and foreign place. But outsourcing also means that you can be a pretty formi-
dable player in the business world. Why? Because it permits you to focus your energies
on what brings real value to your business — what you do best.

Core Competencies and Outsourcing

In the MBA world, they call “what you do best,” core competencies.

Corporations understand that they succeed by doing what they do best and letting
other folks, like suppliers or vendors, do the other stuff.

For instance, most hotel chains don’t actually own their hotels. Why? Any moron
can own a hotel. The owning part is easy; it doesn’t take tons of talent or business
acumen. In fact, it doesn’t even take ounces of talent or business acumen. In the hotel
business, the hard part is a.) figuring out the best places to locate hotels; b.) cutting fa-
vorable real estate deals; c.) managing the construction of the hotel; and d.) managing
and marketing the hotel. Being able to do these things better than everyone else is what
makes one hotel chain more successful than others. But owning the hotels . . . no hotel
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chain is “better” at owning hotels than any other hotel chain. So they often don’t waste
their time on the owning part of the hotel business. This frees them up to do the busi-
ness activities make the big bucks.

The same applies to building the hotel’s Web site. Hotel chains don’t build Web
sites any better than other hotel chains. So they pay someone else to build the Web site.
What hotel chains do well is use their Web sites to find and build a loyal customer base.
So that’s what they spend their valuable time and money trying to do better than any
other hotel chain. The better a hotel chain is at filling hotels through their Web sites,
the more they “beat” their competition. But actually building the site? No hotel can
“beat” other hotels by actually building the site.

When doing what you do best allows you to beat your competition, MBA’s like to
call that a competitive advantage.

Big companies like to concentrate on doing the things that they can do better than
anyone else. They find vendors or suppliers to do the rest.

Just because you’re a small business venture on a shoestring budget doesn’t mean
that you, too, shouldn’t focus exclusively on your core competencies, too. In fact, be-
cause you're a small business venture on a shoestring budget means you should only
focus exclusively on your core competencies! And outsource the rest! You have neither
the time nor money to waste performing activities that others can do just as well as
you can.

If you’re not going to join the 9 out of 10 start-ups that fail, you need to focus on the
things that you do better than anyone else, the things that, if you do them well, will
give you a competitive advantage over all other businesses . . . including the big guns
that don’t even know, or care, that you exist. To stay focused, you, more than any other
kind of business, need to find vendors and suppliers to do all the other stuff.

You may be an off-the-scale salesperson or networker. You may be a megawatt idea
generator. Or you're the best engineer this side of the Mississippi. An inspiring leader.
Someone loaded with consumer insight.

The reality is this: the more time you spend doing tasks related to what you do best,
the more competitive your business will be and the more likely your venture will suc-
ceed. The more time you spend doing tasks that you’re not good at, like bookkeeping
or HTML or word processing . . . or whatever . . . the less competitive your business
will be and the less likely your venture will take off. It’s a simple principle that doesn’t
take a $60,000 MBA degree to figure out.

But why outsource when you can do it yourself more cheaply? After all, you have
to pay someone when you outsource when, for all practical purposes, you don’t have to
“pay” yourself. Isn’t “free” a better deal than paying outsource vendors, especially since
“lots of money” is your goal rather than the present reality?

Wrong.

You see, money flows in two directions in a business. It lows out, which we call ex-
penses, and it flows in, which we call revenues. A business spends money and it makes
money. Yes, if you do all your own word processing and project management and ad-
vertising, your expenses will be technically zero (if you’re not paying yourself). In that
sense, you're “free.” But diverting your attention and focus away from the things that
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will make money for your business — like managing your business, building strategy,
developing ideas, or networking — means that your business will have less money com-
ing in. Businesses make money when people spend their time doing the things that
make money. Businesses never make money by saving money. Never.

It’s hard to let go, though. The hardest thing for a manager to do is delegate. The
hardest thing for a business owner to do is have other people perform the activities of
the business. When (not if) a vendor or employee goes wrong, owners see their money
being flushed down the toilet — and that’s anything but a warm and fuzzy feeling. I
once worked at a restaurant where the owner would go through the garbage and pull
out food he thought was still good food. And it would end up on some customer’s plate.
No joke. That’s right. His customers sometimes ended up eating food right from the
garbage. Now, normal people would consider this a few miles south of bonkers, but
when the owner saw food in the garbage, he saw his money in the garbage.

Remember: a business spends money and a business makes money. As the business
owner, you can lose money in two ways: by spending badly or by not making money.
Money you don’t make is just as lost as money that gets spent badly.

In the financial world, there are two kinds of bad investments: investments you
make that lose money and investments that you don’t make that end up making mon-
ey.

Inevitably, when a business spends money, it sometimes gets a bad deal — perfectly
good food gets thrown out, employees talk on the phone rather than work, vendors
screw up. But you don’t make money by pulling food out of the garbage can. And you
don’t make money by doing the work yourself.

What should you outsource?

Well, you can sit down with your business and determine all the activities that need
to be performed in order for your business to succeed. You look at this list of activities
and determine where your time and effort will maximize your business’ success. We
outline this entire process in another book.

But you don’t necessarily have to do this. When your business needs to perform
some activity, just ask yourself a simple question: the hire yourself question.

When you see that your business requires a certain “job,” ask yourself:

“Would I hire myself to do this job?”

In other words, if your business needs someone to do word processing, would you
hire someone exactly like you to do the job? If your business needs a bookkeeper, and
someone exactly like you walked in the door for an interview, would you think that
person the right person for the job?

If the answer is “You bet! I'm the best person for that job!” you probably should
perform the task yourself. If, instead, your answer is, “Whoa! I'm way underqualified
for that job!” or “No way, I'm way overqualified for that job,” you should probably
think about outsourcing that task. Why! You want to focus all your efforts on the jobs
you would only hire yourself to do.

I have seen thousands of small businesses come and go. And I have seen thousands
of entrepreneurs essentially “hire” themselves to do jobs they were way under- or over-
qualified to do. And that’s why many of them came and went.
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There are two kinds of business books

One type likes to pull out the pom-poms, jump about, and do the “success” cheer.
Page after page of “Success! Success! Success!” We call them cheerleading books.

You know the type. After reading the book, you feel you can take over the world,
but the book ends up moldering in a box somewhere.

“Rah Rah Rah! Harness the power of the Internet and make a fortune on eBay!”

“Sis boom bah! Money just rolls right in when you use permissions marketing!”

“11 21 3! 4! Brand-building! That’s the way to strike it rich!”

It is true that these books help people make money. Two people, actually. The au-
thor and the publisher.

Here’s the bad news. Business success takes hard work. All the “success” books in
the world don’t make businesses successful. It takes knowledge, research, intelligence,
good ideas, good decisions, discipline, adaptability, leadership, organization, and plan-
ning.

If you read these books very, very carefully, you'll find very little practical advice.
Sure, you can make tons of money through permissions marketing. But how do you
get from here to there?

So we wrote the other kind of business book. This is a book about how to get from
here to there. Every step of the way.

We wrote a book about the real world, not about wish fulfillment. About the hard
work, knowledge, and decisions you have to make to transform your idea or small
business into a fully-functioning, well-organized venture. We wrote a book about the
the tasks and processes that are critical to a business’s success and how to perform them
on a limited budget. We wrote a practical book about all the things you need to know
to make those tasks and processes happen.

An Ocean of Knowledge Two Inches Deep

You are the CEO of a company, albeit a very small one — maybe even a one-person
company run from your basement. No matter what your venture’s size, you are the
CEO. As a CEO, you make the decisions impacting every aspect of your business.

If there is one irrefutable truth about business, it’s this: business success is the result
of making the right decisions.

The science of business, if there is such a thing, is the science of making good deci-
sions.

From the start of your business to the very peak of its success, you will be called
upon to make very specific, detailed decisions across the entire scope of your business’
activities: planning, strategy, finance, accounting, taxes, marketing, advertising, infra-
structure. Everything. Including some of the most mundane, boring, dumb decisions
— like who answers the phone. Just because you’re uninterested in some issue doesn’t
exempt you from the responsibility of making a good decision.

An acquaintance of mine spent many years at the pinnacle of the corporate ladder as
the President of Worldwide Marketing first at Walt Disney and then at Sony Pictures.
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I once asked him what it was like to do such “big” jobs. He answered, “You have to
have an ocean of knowledge . . . about two inches deep.”

As CEO of your company, good decision-making requires that you have an ocean
of knowledge two inches deep.

When some Web developer blasts you an email and tells you that this or that page
on your Web site should use Ajax, you shouldn’t be wondering why any Web page
should need a good scrubbing. You should know what Ajax is and why anyone would
want to use it. Otherwise, how can you decide? How do you know you’re making the
right decision? Because some tech guy who never had a date says so?

When some designer hands you a logo, how do you know it’s a good logo? Because
you like it? What if it looks great on your screen but looks like garbage warmed over
on a fax sheet or business card? What do you need to know to make sure your logo is
right? How do you decide?

That’s what this book is about.

We're here to help you with that ocean of knowledge that you need in order to
make good decisions. We’re not here to cheer you on with the virtues and promises of
outsourcing a shoestring venture. We're here to arm you with the knowledge and re-
sources you can use to build a business through outsourcing on a shoestring budget.

Since this book is about knowledge — the knowledge you need to set up your orga-
nization, outsource vital functions, and make all the decisions that land on your desk
—we have written it as a reference work. You can always read it from beginning to end.
Why you’d do that, we can’t imagine, but it’s always an option. Better yet, you’ll get
to know each section as the subject becomes important to your business. You'll spend
a lot of time in the index. You’ll mark up the pages. When you’re faced with a deci-
sion, you'll flip through the pages and find what you need. Even if you read it through
at one sitting, it’s a book we intend you to use over and over again through the life of
your venture.

As a result, we've repeated some sections. Since obtaining a domain name is vi-
tally importuning when naming your company, we provide you with domain name
resources in the very first chapter on starting up your business. But obtaining a domain
name is also key to developing your Web site, so we've repeated this section in our Web
site chapter.

Some of the online resources we cite have uses across a variety of business activi-
ties, such as SCORE, the free consulting service for small businesses, or Craig’s List,
the number one online classified advertising site in the world. So we’ve repeated these
resources in more than one part of the book.
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