Gumroad Founder

o A
CANDID INTERVIEW

WITH THE GUY WHO

S ——

“FAILED TO BUILD

A $1 BILLION
COMPANY"

This is the second in our

series. Sahil Lavingia is the founder
of Gumroad, an ecommerce platform that allows
creators to monetize their wares. To date Gumroad

has paid out more than $180 million to creators.
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ur first interview was with Trina

Felber, the founder of Primal

Life Organics. Our next will be
with Mike Faith, the founder & CEO
of Headsets.com a $70 million plus
ecommerce company. We will soon
start publishing the accompanying
podcasts as well. To receive our new
stories sign up on the black opt-in bar
above.




Sahil Lavingia once thought success
meant building a billion-dollar com-
pany. One very public failure later,

he considers himself successful for
completely different reasons.

‘Money is money,” Lavingia says. "My
experiences that I've been able to
have, and this path, have been pretty
great.” Gumroad will never be worth a
billion dollars, but Lavingia is content
torun it as a smaller company with
no plans for scaling up. How did he
go from billion-dollar dreams to this
relaxed acceptance?

A YOUNG ENTREPRENEUR
WITH A VISION

Once upon a time, Lavingia was the
second employee at Pinterest -- a
company now valued at $12 billion,
and rumored to be going public this
year. He left Pinterest before his op-
tions vested hut he doesn't look back
on the decision to leave wistfully. “/
think regrets are mostly a waste of
time,” he says. ‘I try not to think too
much in hypotheticals.”

That same attitude helped him turn
what many would call a start-up fai-

time.”

‘| think regrets are
mostly a waste of

lure into an unconventional success.

“The older you get, the more you rea-
lize that your net worth is not really
what'’s going to get you excited about
doing whatever you're doing,” he says.
Not only that, but you can't control
money: one of Lavingia's most impor-
tant lessons was learning that hard
work doesn't always equal a bigger
net worth.

These lessons all came from the me-
teoric rise, and subsequent steep fall,
of Lavingia's first startup: Gumroad.
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Gumroad, an ecommerce platform for
selling products from software to art,
was born out of Lavingia's own needs.
He wanted to sell a product that he
had made: a pencil icon designed with
Photoshop. But he discovered that
there was no easy way to sell it, so he
decided to create a way.

“If | wanted to give it away for free,
there were so many different ser-
vices that | could use to go do that.
But the minute | wanted to charge
anything for it -- it didn't really mat-
ter how little, a dollar, for example --
it became super difficult.” He'd have

Image credit: businessinsider.com The Gumroad team after
raising $7 million from top tier venture capital firms.

to navigate credit card processing
and everything else on his own if he
wanted to sell his product. Other
creators, he suspected, faced the
same challenge.

So Gumroad started with this ques-
tion: How easy can we make it for
someone to sell something?

“If people want to make stuff, we
want to make it really easy for them
to sell that stuff, so they can focus on
making stuff,” Lavingia says, “which
for most creators is a much more en-
joyable part of their lives than dealing
with the actual commerce part.”
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we want to
make it really
easy for them

to sell that
stuff.”
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BUILDING THE BRAND

Lavingia jumped right into building his
business, without even deliberating
on the name. “I built the thing and |
needed a name,” he says, “and | just
went through my list of domains that
| had registered over the years, and it
was one of the few that was generic
enough that it fit the purpose.” Once a
brand becomes successful, he belie-
ves, any name can seem right.

Success looked like it would be a
cinch for Gumroad. Lavingia quickly
raised over a million dollars from an-
gel investors and VC firms in the first
round of funding. Just a few months
later, his team raised seven million
more, led by a major VC firm. It was
his first startup: he'd had many prior
ideas, but Gumroad was the first one
that looked like a viable company.

“Creators, or
customers, ”
were first. We
were building

for them.”

Although people often compare
Gumroad to online marketplaces like
Etsy, the startup differentiated itself in
crucial ways. “We're mostly traditional
content -- we're a lot of software, a
lot of videos, a lot of documentaries,”
Lavingia says. Etsy, on the other hand,
primarily involves handmade physical
products.

Gumroad also isn't a marketplace: it's
an ecommerce platform. People who
want to use it have to find their own
audience to sell to. Gumroad just helps
them monetize that audience.

The value of the idea was clear, and
Gumroad's growth was fast -- until
one day, it wasn't.




"At the
beginning,
no one really
Knows who
you are.”

THE FLIP SIDE OF SUCCESS

Lavingia quickly laid off most of his
team to try to keep things profitable.
But the layoffs were publicized by Te-
chCrunch, starting a downward spiral
of public failure with Lavingia at the
center. (For the details of Gumroad's
rise and fall, check out his viral Me-
dium post.)

Shutting down the business and star-
ting something from scratch seemed
like the wise thing to do. But Lavingia
felt responsible to the creators that
used his platform, even more than to
the investors who'd helped build it. He
had built something to help a group of
people solve a problem, and even as
Gumroad struggled, that goal remai-
ned Lavingia’s primary focus.

Even the employees he had to lay off
agreed that keeping the company
going was the right thing to do. “That
was the priority stack: creators, or
customers, were first. We were buil-
ding for them,” he recalls. Lavingia
wasn't willing to cut his customers
off from the profits they made using
Gumroad. “The company wasn'’t suc-
cessful, but the product was.”

Keeping the company going required
Lavingia to put in 16-hour days for
months. To his surprise, it paid off: the
business was going to stay afloat. And
after pulling off this recovery, Lavin-

gia was able to reduce his time spent
running the company to a minimum.

Although Gumroad would never reach
the billion-dollar status he'd once
dreamed of, it was functioning, and
supporting the livelihoods of the crea-
tors who used it.

SMALLER BUSINESS,
SMOOTHER SAILING

Part of the reason the platform still
works so well is that it naturally lends
itself to organic marketing.

At first, Lavingia found users through
cold calls and emails -- lots of them.
"At the beginning, no one really knows
who you are,” he says. He had to con-
vince people to take on the risk of
trying new software.

But once he'd gotten some people to
try Gumroad, things became easier.
Today, his team no longer has to work

to source customers. “Over time, the
organic stuff just happened. You can’t
really force it” Lavingia says. If you al-
ready have users who like your product,
finding more of them comes naturally.

Gumroad doesn't use SEQO or paid
marketing tactics like Facebook ads.
While Lavingia knows those methods
work, his product doesn't need this
kind of support. “To sell a product on
Gumroad, you have to tell your au-
dience about it," he says. This transla-
tes into a consistent source of orga-
nic marketing for the brand.

That's why, even as Lavingia laid off
most of his team, Gumroad itself kept
growing. Lavingia couldn’t control
that growth for better or worse: there
was no way to “growth hack” the bu-
siness for exponentially bigger num-
bers. But the growth stayed steady
even through the company’'s worst
days.
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Seeing the growth, but not being able
to spur it higher, was both exciting
and disheartening. “Markets are big
things,” Lavingia says, “and | think
they're easy to ignore.” He believes it's
valuable for entrepreneurs to learn
that you can't bend a market to your
whims, no matter how much you may
want to.

But accepting what he couldn’t chan-
ge allowed Lavingia to relax into the
realities of running a small but viable
business. Today, the brand is easy to
manage. Gumroad relies on the sof-
tware development platform Github,
but otherwise doesn't require many
tools to run smoothly.

When Gumroad was bigger, Lavingia
used the management software Asa-
na to stay organized, but right now
the business doesn't even need that.

Some of Sahil’s paintings. As a creator him-
self, he understands his customers deeply.

He also loves Twitter for its ability to
provide a track record of the brand’s
history.

Still, Lavingia believes that most busi-
ness software is overrated. Keeping it
simple works best. “Just use the basic
stuff first,"he suggests. “Use the thing
that other people are using.” Otherwise,
brands run the risk of alienating new
employees by using complicated tech-
nologies that new hires need to learn.

However, he does wish he could find
the right software to help manage
his current team, which is now re-
mote. "As we grow the company, I'm
excited about it, but | definitely can
see the pains already,” he says. Now
that more companies rely on remote

teams, there's a clear need for tools to
help brands stay organized without an

office.

Lavingia also recognizes the difficul-
ties that are unique to running a small
company with no intent of growth.

In the future, he expects to see more
tools that will help small brands auto-
mate systems from support to sales
to social media management.

“It's about
this multi-
year journey
for me.”



THE ART OF ENTREPRENEURSHIP

Today, some of Lavingia's side pro-
jects relate to solving these kinds of
problems. But his other side projects
are completely unrelated to business.
One of Lavingia's favorite hobbies is
painting: he spends about 18 hours a
week doing it. “If | have a really great
painting, | celebrate it. If | don't, |
celebrate it,” he says. “It's about this
multi-year journey for me, improving
my ability to paint.”

That same attitude carries over into
his entrepreneurial life. “I don’t mea-
sure my success, | just measure what

I'm doing. It's more about this sort of

holistic growth over time.” He believes

that intense self-criticism, whether in
art or in business, will only get in the
way of success.

Your first company may never be per-
fect, but you have to start somewhere,
Lavingia says. “There’s nothing that’s
gonna teach you how to build stuff
faster than building stuff. It's just like
painting.” If you're doing the work,
you're succeeding.

Elyse is writes for Capital & Growth.
She is aspiring novelist.

Some of Sahil's
paintings. As a

creator himself,
he understands

his customers
deeply.
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“QUESTIONS OF THE WEEK”
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How can we get highly discounted

apparel from the big brands (Nike,
Gucci, Adidas) to resell (like Ross and
Marshalls do) ?
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This "pay later” | have a little experience in this. Take it
with a grain of salt but here is my 2 cents.

You need to find whole-sellers and liquidation companies.

You can find them via google searches, Linkedin profiles
of company owners and via websites that offer such stuff
like liquidation com.

But It is very unlikely that you will have the...

READ MORE...

Does Content Length Now Trump
Backlinks for SEO?
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GOOGLE POSITION

So This is a patently false claim. Links still matter.

Length can help, but | can easily show you millions of
examples where this is not true. Technical SEO matters,
too. Let's take this example...

READ MORE...

Have there been any
“neuromarketing” successes?

Neuromarketing actually isn't as new as it sounds:

it's been around since the '90s, at least. With a few
decades of research behind it, why aren't more busines-
ses using neuromarketing?

This field actually comes from neuropsychology, which is
the attempt to...

READ MORE...



https://capitalandgrowth.org/questions/1851/how-can-we-get-highly-discounted-apparel-from-the.html
https://capitalandgrowth.org/questions/1885/should-we-add-content-to-our-best-performing-organ.html
https://capitalandgrowth.org/questions/1811/have-there-been-any-neuromarketing-successes.html

Discover How This Ecommerce Store
Got 91% More Sales WITHOUT More
Traffic. Free Case Study...

CLICK THE IMAGE OR THE LINK BELOW TO READ THE FREE CASE STUDY
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The

ANATOMY

of q $97 Million
FCOMMERCE

PAGE
A

How We Got 1,212 Move Sales
in 10 Montns by Using This Strategic Formula

JASPER KuRja

READ CASE STUDY NOW



https://info.capitalandgrowth.org/97-million-ecommerce-bridge/
https://info.capitalandgrowth.org/97-million-ecommerce-bridge/
https://info.capitalandgrowth.org/97-million-ecommerce-bridge/
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