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This bilingual document captures the key insights from Lenny’ s Podcast featuring Jason Fried, Co-
founder and CEO of 37signals. The conversation explores the philosophy of bootstrapping, the power of
constraints, and why staying small can be a competitive advantage.

[00:00:00] Jason Fried
English:

The reason | think it's great for entrepreneurs to start bootstrapping is because they just have more
practice making money, and they get better, and better, and better at the fundamental skill you need to
have ultimately to run a successful business, which is to make money. Hopefully, | don't come off as
encouraging everyone to be like me. I'm not saying that at all. What I'm saying is, this is a way to be. It's
an alternative to what you're often hearing in our industry, which is, "Go big or go home. Raise a bunch of
money and get huge, and unicorn status," and the whole thing. That's a way. Just know though that
basically almost nobody makes it that way. Really, almost nobody really makes it that way, and there's a
lot more room to make it, and to build a successful business, if you throw out that outlier and look at all
the other places you can land as a business.
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[00:00:49] Lenny
English:

Today, my guest is Jason Fried. Jason is the Co-Founder and CEO of 37signals, which makes Basecamp
and HEY... 37signals is a very different type of company. They have no investors, no board. They have no
plans to go public. They never want to sell their business. They've made a profit for 24 years in a row.
They have over 100,000 customers and make tens of millions of dollars in profit each year, which most VC-
backed companies never make a dollar of. All of this profit filters down to the founders and employees
because they have no investors. Most founders, by default, will go down the venture route raising money
from VCs and Angels. For many types of companies, that is necessary. But it's also important to know that
there is a different option available, and it can be much more fulfilling and fun, and even much more
lucrative, by bootstrapping your idea.
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[00:05:44] Jason Fried
English:

We don't talk about things that don't really matter so much, like revenues don't really matter 'cause you
can go broke generating a lot of money. But, we talk about profits. Historically, let's say over the past 10
years or so, we've been profitable every year for 24 years. But let's say over the last 10 years, we've been
doing double-digit million dollar profits on an annual basis, which is really nice. We have about a 100,000
plus paying customers... and we've about currently 75 or so employees. So, a relatively small business in
terms of the number of people who work here, big customer base, big profits, and that's how we like to
keep it... We just want to make more money than we spend, have good healthy margins which allow us to
experiment, and play, and not be afraid to do things that may not work, and just enjoy ourselves.
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[00:08:06] Jason Fried
English:

What's interesting is that Silicon Valley has found a way to make the most profitable style of business the
least profitable. Software, there's no physical costs. The margin should be close to 80 or 90%. It turns out
that they're barely even, most of them positive in the end, or they're just sliding by basically. | don't
understand how that... Well, | do. They have too many people and they spend too much money on
customer acquisition, and all that. But, it blows me away. Most businesses in the world would love to
have Silicon Valley style economics, make something that doesn't cost much to make and then sell it for
high prices.
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[00:10:31] Jason Fried



English:

We run a very different kind of business. We are focused on efficiency, we're not focused on growth.
They're focused on growth. So typically, when you have a lot of people, you think you can do more things
at once, and you probably can. You do more things at once, and have different offerings to different
people, and different tiers, and salespeople, and all the things that build up an organization. We don't
have any salespeople. We don't have 15 different versions of Basecamp. We're not after enterprise, so we
don't have the enormous support costs and enormous support infrastructure required to service
customers like that, and customize this and customize that to keep a whale happy who's paying you
$300,000 a year.
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[00:12:49] Jason Fried
English:

So we think that constraints, simplicity, small teams actually are where it's at, and keep us honest, and
allow us to do great work for our customer base that we know, small businesses, very tight companies
like ours, and satisfy them versus trying to go after the big companies... Honestly, if you gave me 1,000
people, | wouldn't know what to do with them. We would fall apart. If you gave me 500 people, | wouldn't
know what to do with them. We would fall apart. We would be a worse off company with 500 people. I'd
be completely lost.

AR ERIE:

FRUAFRATAN, AR, @& DA BIZOAE. XIEFAMREIWSS, ILHANTEANRNABNEFE (B
BAIXFRV DB, FBFTFHATE) RELBHRSHRRMI], MABEEZAQE. EXH, WRIMRLFK
1000 MA, BAMEZEMITEAN, RBEDEEEN. WRIRLT 500 MA, RERFHEZELN, QF
RAZER, WRET 500 A, HNNARNSLRFERE, MEIMREKKSGRE.

[00:15:37] Jason Fried
English:

Now, on the business side of things, we have to be profitable. That doesn't mean that everything we do
needs to be profitable... | don't even think you can actually draw lines back to everything and go, "That
was worth it. That wasn't worth it." What is the value of saying thank you to somebody? Would you want
to A/B test that and, if it turned out that it was worse to say thank you to somebody, would you not do
that? No, you would do it because it's still the right thing to do. So a lot of our things are, what feels right?
What seems like the decent thing to do? What things do we enjoy making? As long as we can, at the end of
the year, look back and go, "Well, collectively, more worked then didn't work," then we're okay.
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