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			Context

			Airbnb and Uber—which have forever changed how we travel and where we stay when we do—could never have gotten off the groundwithout several other technical innovations, the two powerhouse apps

			The first technological leap came in 2007, when Steve Jobs introduced Apple’s first iPhone, then announced that it would run mobile applications from third parties. That meant any company could automatically do business with any customer who owned an iPhone. At the same time, Facebook’s user base was growing. The online identity created on that social platform could be used to verify both consumers and hosts or drivers of the two upstart companies, and to rate them. And then Google Maps emerged around the same time. A smartphone app that could guide you wherever you wanted to go, it could also be used to find a nearby Airbnb lodging, or let an Uber driver take you to your destination without needing directions from anyone else.

			With all these three in place, users of Uber and Airbnb could enjoy seamless, cashless transactions in which neither the host, driver, customer, nor passenger ever have to handle money or calculate a tip. All were empowered by the open ratings system—for instance, an Airbnb host could see if someone was a terrible tenant, or an Uber passenger could avoid a bad driver. Most important, anyone could drive or be driven, rent or travel, whenever they wanted and on whatever terms. Suddenly, the largest hotel chain in the world operated without owning a single piece of real estate, and the largest taxi fleet on the globe didn’t need a garage. Airbnb and Uber rode these technology waves to become two of the fastest growing startups in history. In just eight years (2008 to 2016) Uber’s valuation reached $68 billion; Airbnb reached a $30 billion valuation, more than any hotel chain.

			Thus began a sharing economy that has changed the way we live—but not without controversy. In early 2017, after the publication of The Upstarts, Uber’s brand was rocked by accusations of widespread sexual harassment at the company. In addition, Uber and Airbnb have prompted questions about labor laws, housing laws, what an independent contractor is, and how to define a business. Some people claim the companies have given them extra income—others claim that the companies have taken away work that is rightfully theirs. As the valuations grow, so do the unanswered questions. And those answers will define the future.

		

	
		
			Overview

			In a decade, one online house share and one third-party app transformed the hospitality and transportation industries—without owning a single room or car. Brad Stone’s The Upstarts: How Uber, Airbnb, and the Killer Companies of the New Silicon Valley Are Changing the World is a detailed narrative about the founding—and founders—of both Uber and Airbnb. The book provides insight into Silicon Valley startups and how they transform entire industries, from every angle—from investors to competitors to regulators.

			Stone begins with each company’s founders: their personalities, their backgrounds, and their frequent forays into entrepreneurial ventures—some successful, most not. He points out the amazing parallels between the companies as they fight for startup capital; find the right framework for their product offerings; and scramble for the best organization, talent, and technology.

			Early on, the founders and investors recognized the myriad benefits for Uber’s drivers and passengers, Airbnb’s hosts and guests. However, they also recognized their offerings would massively disrupt existing transportation companies and the hospitality industry.

			The Upstarts lays out national and worldwide battles both companies fought because of that disruption, and details how each company’s subsequent innovation is challenged by the establishment. That Uber and Airbnb chose to fight those battles is one of the keys to their success, as has their ability to find the needed investment to continue their relentless growth. Stone provides extensive insight into the few, early investors as well as the stories of the many would-be investors who now regret declining the opportunity.

		

	
		
			Summary

			Introduction

			Author Brad Stone introduces his subjects, Uber and Airbnb, through an anecdote about how the founders of both attended Barack Obama’s first inauguration in 2009, when each company was new. Since then, both have grown beyond all expectations, though they have met resistance from all sides.

			Part I: Side Projects

			Chapter 1: The Trough of Sorrow

			The Early Years of Airbnb

			Airbnb began as a side project in 2007 as Airbedandbreakfast.com. Brian Chesky and Joe Gebbia, recent graduates of the Rhode Island School of Design, had landed day jobs, but found them deeply unsatisfying. Together, they looked for a business idea that would make a difference in the world. Nathan Blecharczyk, a former roommate of Gebbia’s, joined the team and brought his programming talent and entrepreneurial drive to the venture.

			After launching the company’s first website, built with the platform Wordpress, Chesky headed to Austin for the South by Southwest Conference. He stayed at an AirBed & Breakfast, one the two that had signed up from the many he’d solicited via Craigslist. While in Austin, Chesky met Michael Seibel, a Silicon Valley entrepreneur who would later serve as their first mentor in navigating the investment community.

			For the 2008 Democratic Convention in Denver, they built a new website—this time, focusing on ease of booking and payment. With several new listings, roughly eighty people used the service for the event. TechCrunch and U.S. News and World Report followed with press exposure. Chesky and Gebbia met Greg McAdoo from the venture capital firm Sequoia Capital. He was to become a vital investor, but not yet.

			Running out of money and collecting extensive debt, Chesky and Gebbia entered the “Trough of Sorrow,” where a new business idea runs out of novelty and needs to start performing. They countered with a breakfast cereal for guests linked to the presidential campaign. There were boxes of Obama O’s, the breakfast of change, and Cap’n McCains, a maverick in every bite. They sent a sample to every media company, and the resulting exposure generated enough sales to recoup their costs and pay off most of their credit cards.

			That year, they applied to the Y Combinator startup school for seventeen thousand dollars and a 7% stake in the company. When they pitched their company to Paul Graham, the program’s cofounder, he called them cockroaches: they just wouldn’t die.

			Need to Know: Paul Graham and Greg McAdoo state that mental and emotional toughness, which help you overcome the challenges and negative reactions to anything new, are the most important aspects of any startup. Chesky, Gebbia, and Blecharczyk had it in spades.

			Chapter 2: Jam Sessions

			The Early Years of Uber

			Garrett Camp became a millionaire by cofounding the website discovery engine StumbleUpon, which eBay purchased for seventy-five million dollars. Wealthy and living in San Francisco, he was using town cars to avoid taxis when he began to dream of a company that could mimic a scene from Casino Royale: a car your phone could see in real time as it headed towards you.

			In 2008, he registered UberCab.com and established UberCab LLC in California. He called on Oscar Salazar, his old friend from the University of Calgary, to develop a prototype iPhone app that could be used to call cabs, meter the charge per mile, and make effortless payments from a credit card on file. By this time, Camp’s idea included buying a small fleet of cars to provide the ride services.

			Camp recruited Travis Kalanick, an entrepreneur and investor who had sold a streaming-video company, Red Swoosh, to a larger competitor, Akamai, and was looking for his next opportunity. When they attended LeWeb, a technology conference in Paris, they found the taxi service there even more frustrating.

			While the iPhone and mobile apps opened the path for Uber, the implementation of GPS locator services made it work. Now, they could locate the passenger and the nearest car, provide that information on a map to the passenger and driver, and bring them together.

			Camp and Kalanick were more interested in using the service rather than running it, so they hired Ryan Graves to manage it. With a degree in economics, experience in General Electric’s management training program, along with a business development internship at FourSquare, Graves knew he wanted to join the Internet economy and run an organization by himself.

			Camp and Kalanick already knew how to find investment capital. Bill Gurley, a partner at Benchmark, helped find seed capital and invested himself in 2009. The seed investors included Chris Sacca, a former Google executive; Mitch Kapor, creator of IBM’s Lotus Notes; and Jason Calacanis, founder of several Internet startups. Many others, concerned about battles with regulators and entrenched interests, declined.

			Need to Know: The startup journey for Uber wasn’t quite as challenging as that of Airbnb. Its founders used existing contacts and experience in the investment community to find the capital needed to support their early development. Their challenge would be dealing with growth, regulatory agencies, and battles with existing taxicab services in every city they entered.

			Chapter 3: The Nonstarters

			SeamlessWeb, Taxi Magic, Cabulous, Couchsurfing, Zimride

			Around the same time Airbnb and Uber were making their way to the market, five similar startups were also trying to make their mark. SeamlessWeb focused on delivering meals to corporate customers from hundreds of restaurants in Manhattan. They provided menus, ordering, delivery, and expensing. The company toyed with SeamlessWheels, which would provide the same service for town cars. However, investors were wary of taking on the existing businesses in this arena, and nothing came of it.

			Taxi Magic had developed BlackBerry and Palm apps to enter the taximeter charges and pay taxis directly. Later, with iPhones, their app also allowed users to summon taxis. But their primary customers were taxi fleets—they were working within the industry, not trying to disrupt it. Potential investors (including Bill Gurley) who had other ideas for approaching the market were rebuffed. Eventually renamed Curb, Taxi Magic was sold to Verifone in 2014.

			Best Buy sold off Cabulous during the 2008 economic crisis. The company had also attempted to work within the existing cab industry, but couldn’t generate a sufficient fleet during peak periods, when drivers would just turn off the app. Eventually it closed in the face of competition from Uber.

			Launched in 2004, Couchsurfing pitched its home-sharing service as a way to meet new people and have travel experiences off the beaten path. After their nonprofit status was declined and they became reckless with their back taxes, they closed.

			Zimride has a different story. During a trip to Zimbabwe, founder and UC Santa Barbara student, Logan Green, traveled by minivan that first collected people until the vehicle was full and then began their journey. Returning home, Green decided to start Zimride, which aimed to fill every seat in every car. Green and his partner John Zimmer tried many business models, and then in 2012 decided to follow Uber’s approach to town car services. They called their service Zimride Instant; later, changing the name to Lyft. Lyft continues to be a major competitor to Uber today.

			Need to Know: Many factors hindered competitors, including idealism and limited funding. But their real downfall was failing to recognize the opportunity of disrupting established interests or lacking the guts to do it.

			Chapter 4: The Growth Hacker

			How Airbnb Took Off

			Coached by Y Combinator chief, Paul Graham, Airbnb started to help hosts with property presentation. Gebbia and Chesky worked with hosts to take high-quality photos of their bedrooms as well as their profile pictures. This made the site much more compelling for travelers, and resulted in more bookings for the hosts. This strategy was in sharp contrast to others in this market, who focused simply on the travel experience.

			Meanwhile, Blecharczyk, who had made a name in email marketing (a.k.a., spam), developed a system for sending an email to everyone who posted a rental property on Craigslist suggesting that they also post on Airbnb. When that proved controversial, he developed a technique for cross-posting to Craigslist from Airbnb with a single click. He also used Google and Facebook ads to drive business. His technical marketing skills were vital to the company’s growth.

			In 2010, reaching for another round of investment capital, Chesky met with Reid Hoffman, cofounder of LinkedIn and a partner at Greylock Capital. There, Chesky shared his vision of Airbnb as the largest hotel chain in the world, without the burden of physical buildings or staff. Hoffman seized the opportunity.

			Need to Know: Developing and sticking with the vision, Airbnb’s founders found ways to enhance their product as well as help more people find and use it. They were actually helped by the severe economic downturn that began in 2008: travelers were seeking low-cost lodgings and hosts were looking for extra income.

			Chapter 5: Blood, Sweat, and Ramen

			How Uber Conquered San Francisco

			After working as a SAT tutor in college, Travis Kalanick, a math whiz, eventually dropped out his senior year to start a company called Scour.net, around the same time that Google launched. Built for college campuses, it allowed students to search all computers on the network for multimedia files. Scour experienced tremendous growth until Hollywood realized it was facilitating illegal music and video file sharing. The resulting lawsuits scared investors off, and the company filed bankruptcy. He eventually built another company, Red Swoosh, with a similar intent. After several difficult years, he sold the company. By that time, the young Uber, cofounded by one of his friends, was urging him to join the team as CEO.

			In 2010, the San Francisco Metropolitan Taxi Agency issued a cease-and-desist order to Uber, threatening penalties of five thousand dollars per ride and ninety days in jail for each day the company remained in operation. Travis Kalanick—no stranger to the threat of a lawsuit—had finally agreed to serve as Uber’s CEO and help fight the MTA without stopping rides. The MTA was responding to the taxi driver association’s concerns that the new cab service was unregulated. However, Uber did not consider itself a cab or limo service. Instead, Uber argued that they were only the intermediary between drivers and riders, not a fleet operator. They were the technology that connects the transportation to the customer, similar to Obitz or Expedia. After winning the case (the lawsuit also meant free publicity), Kalanick teamed up with investor Bill Gurley. Uber was popular and was making money. The next step for Uber? Expand to every city in the world. 

			Need to Know: Uber’s advantage lay in providing services that existing taxis and limos couldn’t—due in part to regulations designed to preserve their market monopoly. That meant not only a technological challenge but a legal battle for Uber.

			Part II: Empire Building

			Chapter 6: The Wartime CEO

			Airbnb Fights on Two Fronts

			In 2011, the nation’s financial recovery was well underway. In Silicon Valley, Facebook raised half a billion dollars, and LinkedIn went public with a four-billion-dollar capitalization. Spotify, Dropbox, and Square all hit over one billion dollars. Through publicity and word-of-mouth recommendations, Airbnb was booming: bookings were increasing by nearly 50% every month.

			This boom also came with risks for investors. There were concerns about safety for guests and hosts, competition from clone sites, regulatory battles, and a leadership vacuum. Three German brothers, the Samwers, were responsible for the most competitive clone site, Wimdu. As they gained popularity in Europe, the Samwers tried to force a merger. Instead, Brian Chesky and his backers stepped up, bringing in key executives to drive their own European expansion. They then swiftly moved to the rest of the world.

			Fallout after a host’s home was ransacked by an Airbnb guest, soon dubbed #Ransackgate on social media, proved to be another challenge. Airbnb initially promised to repair the damage, then failed to deliver. This quickly escalated into a major public relations disaster, but it forced Airbnb to behave like the billion-dollar corporation they were. They introduced an around-the-clock customer service hotline, doubled their staff, launched ways to verify user identities, and offered an Airbnb Guarantee with an initial $50,000 reimbursement, which they increased a year later to one million dollars.

			Need to Know: By January 2012, Airbnb had booked a cumulative five million nights since opening for business. Six months later, the figure was ten million. The change from startup to billion-dollar organization necessitated important adjustments, like recruiting key staff members, growing as business managers and leaders, and significantly ramping up their level of customer service.

			Chapter 7: The Playbook

			Uber’s Expansion Begins

			In 2011, with Travis Kalanick driving growth, Uber moved into New York City. Existing limo services, regulators, drivers, and Kalanick’s own management presented immediate challenges. He responded by hiring his first lobbyist to work with regulators and, uncharacteristically, came into alignment with existing regulations by registering a base of limo cars.

			Meanwhile, Uber also launched the service in Seattle, followed by Chicago, and then Boston. A massive amount of data and analytics ensured that they were moving into the right cities at the right pace. They also used a specific model of local management in each city: a general manager to head the full operation, an operations manager to recruit drivers, and a community manager to stimulate demand from riders.

			One point of contention was Uber’s implementation of surge pricing, or charging more during periods of high demand. It was an essential move to attract enough drivers to work during the very busy times they would otherwise avoid—such as New Years’ Eve, when rowdy drunks tend to close out bars. Riders objected, and Kalanick modified rider communication, but continued to use surge pricing.

			By early 2012, Uber was in a dozen cities, had fifty permanent employees, and had raised enough capital to take expansion to the next level.

			Need to Know: In September 2011, Uber generated nine million dollars in fares that resulted in nearly two million dollars in commissions. At that time, 80% of their customers were in San Francisco, with a total of nine thousand customers using their app. It was clear then that it was time to extend their operations into other similar cities.

			Chapter 8: Travis’s Law

			The Rise of Ridesharing

			In 2012, a campaign by the DC Taxicab Commission attempted to intimidate Uber drivers with the threat of fines and impounding. Existing regulations didn’t actually prohibit most of Uber’s operations, since cars carrying six passengers or fewer could legally charge on the basis of time and mileage as long as they adhered to the usual taxi and limo regulations. But the taxi drivers were furious about Uber’s incursion and spurred the new taxi commission chairman to act.

			Later that year, the matter was sent to the city council, and Uber negotiated with the city councilwoman leading the effort. The result was a transportation bill that gave Uber a legal basis for operation, but set a price floor several times the rate of a taxi’s. While Uber’s lobbyists were pleased with the progress, Travis Kalanick decided to fight further.

			He launched the social campaign #UberDCLove, and by the next day, council members were deluged with fifty thousand emails and thirty-seven thousand tweets. In September, the city council called another hearing. Discussion was heated, but Kalanick framed the issue in terms of providing citizens access to timely and cost-effective service versus catering to the establishment. By December, the city council implemented a new law that expressly allowed a service with cars dispatched by app that charged by time and distance. Uber had won this battle by ignoring the advice of their lobbyists and attorneys—in typical upstart fashion.

			Uber had officially established “Travis’s Law,” which said essentially: “Our product is so superior to the status quo that if we give people the opportunity to see it or try it, in any place in the world where government has to be at least somewhat responsive to the people, they will demand it and defend its right to exist.” Uber was to apply this law many times thereafter.

			Meanwhile, two competitors, Sidecar and Lyft, entered San Francisco. At the time, Uber employed only professional drivers. Their competitors positioned themselves as ridesharing or carpooling services. In response, Uber considered offering their own ridesharing service, but instead chose to leverage regulators to force others to close.

			In early 2013, the California Public Utilities Commission reached an agreement with Sidecar and Lyft on basic safety requirements. Uber had no other option but to enter into the ridesharing wars.

			Need to Know: California’s approval of ridesharing services became a model for other states and cities. Uber was the only transportation app that had already operated in the United States and around the world. Having generated one hundred million dollars in revenue over a twelve-month period, they also had the capital and critical mass to expand everywhere and anywhere.

			Chapter 9: Too Big to Regulate

			Airbnb’s Fight in New York City

			As the economy was sinking in 2008, a few clever and opportunistic Airbnb hosts in New York City realized they could rent multiple apartments monthly and host guests on a nightly basis, making a substantial income on the difference. For example, in 2009, Airbnb had eight hundred listings, with one host responsible for fifty of them. Neighbors and landlords became concerned, and in 2010, used the Multiple Dwellings Law to quash the practice.

			Simultaneously, hosts were in the crosshairs of regulators, incurring fines and being called to hearings. Airbnb attempted to remain neutral, but realized the company’s brand was dependent on positive media. They became advocates for their hosts, reassuring those signing up and further burnishing their image.

			In late 2011 and early 2012, Airbnb focused intently on brand identity. The company defined its mission as “to live in this world where one day you can feel like you’re home anywhere, and not in a home, but truly home, where you belong.” The six core values reflected this theme: be a host, every frame matters, simplify, embrace the adventure, be a “cereal” entrepreneur, and champion the mission. The company also made two big hires: an attorney to help address the legal challenges around the world and a public policy leader. Both set about meeting with regulators to support hosts and travelers.

			In 2013, the battle moved to the state level. The attorney general of the State of New York filed a subpoena for data on Airbnb hosts. Brian Chesky decided to fight it. In April 2014, a judge ruled the subpoena was overly broad. But when the attorney general re-filed, data on the sixteen thousand Airbnb hosts in New York City found that more than two-thirds were in violation of the law. He began to shut down the illegal “hotels.”

			Brian Chesky and Travis Kalanick met over dinner to compare notes on their mutual quest to disrupt their respective industries. While Kalanick was more combative, there were equally aggressive. They both felt the best approach was to grow until they were at the point where they could harness the power of their users—in other words, become too big to regulate.

			Need to Know: By 2013, Airbnb had five hundred employees, reached two hundred and fifty million dollarrs in annual revenue, and booked ten million cumulative nights. But Chesky was pushing for twenty million nights by the next year and a two billion dollar annual revenue. Airbnb planned to counter any competitors and regulators that stood in their way through their massive base of hosts and users.

			Part III: The Trial of the Upstarts

			Chapter 10: God View

			Uber’s Rough Ride

			By 2013, Uber was growing 20% each month and by the end of the year had raised $310 million in capital, with the company valued at $3.5 billion. Yet it still needed to learn how to be an industry leader.

			An example of this maturation process was the development of leasing options that helped drivers finance better cars and, as a result, improve the level of service and the supply of cars. They also learned that during times of low demand, they could lower prices and increase demand. Motivating drivers, whose incomes were based on commissions, and setting the right price to stimulate demand from consumers was a challenging balance.

			On New Year’s Eve 2013, an Uber driver with no passengers hit a mother and her two children in a crosswalk in San Francisco, killing one of the kids. At the time, Uber’s insurance coverage only applied when the driver was carrying a passenger. Uber first claimed they were not responsible, but the subsequent media firestorm helped them recognize they were indeed responsible for the consequences of their transportation revolution.

			Uber also began talks with Google about cooperating on driverless cars and the development of Google Maps. However, they quickly realized that Google’s driverless vehicles presented competition, not an opportunity for partnership. They also entered discussions with Lyft about a merger, which went nowhere.

			In 2014, Uber hired David Plouffe, Barack Obama’s former 2008 presidential campaign manager, as senior vice president of policy and strategy. They had arrived.

			Need to Know: By 2014, Uber’s business model had matured. They had entered a virtuous circle: lower prices generated more customers, along with increased usage. This, in turn, led to more cars and busy drivers, which allowed Uber to move prices still lower, driving competitors out. Most important, in their view: by expanding the market for paid transportation for everyone, Uber was no longer guilty of replacing taxis and limos.

			Chapter 11: Escape Velocity

			Fights and Fables with Airbnb

			In 2014, Airbnb began to collect hotel taxes in exchange for legalization agreements, first in Portland, Oregon, and then later that year in Chicago, Phoenix, and Philadelphia. Amsterdam became the first European city to legalize short-term rentals. But New York City’s hotel industry and employee unions remained stubborn opponents.

			San Francisco floated Proposition F on the 2015 ballot, which called for a reduction in the number of nights that a host could open their home to rentals, outlawed renting in-law apartments, and allowed neighbors to sue those they felt were violating the law. Airbnb mobilized against the initiative: they donated eight million dollars to the organization San Francisco for Everyone. On Election Day, voters rejected the proposition by a wide margin, 55 to 45%.

			However, other legal battles continued around the world. Berlin, for example, outlawed short-term home and apartment rentals and imposed fines of up to one hundred thousand euros. 

			Then, in May 2016, Airbnb was cited in a civil rights lawsuit for racial discrimination. Academic studies of Airbnb website data showed that users were less likely to host or stay with minorities. Airbnb’s response was to hire Eric Holder, former US attorney general, and Laura W. Murphy, former American Civil Liberties Union director, to develop an action plan to address discrimination, which they issued in September 2016.

			Need to Know: By New Year’s Eve 2016, Airbnb had doubled the half million guests of the previous year. By mid-2016, it had twenty-six hundred employees, twice the number of the previous year, and was booking 1.3 million guests a night across the world in thirty-four thousand cities. Its growth was explosive, and, through trial and error, the company had implemented mature policies to adjust to their massive presence in the marketplace.

			Chapter 12: Global Mega-Unicorn Death Match!

			Uber versus the World

			The city of London provides a superb example of the kind of transformation that was underway in nearly every Uber market. In the past, taxi drivers required three years of study to pass a test on the complex street grid. Smartphone GPS erased any advantage of that dearly acquired knowledge. As Uber drove into town in June 2014, London cabbies protested and gridlocked the city. After the protest, Uber’s driver sign-ups increased by 850%, with seven thousand drivers by fall. The fight moved on to regulators. Mayor Boris Johnson called taxi drivers opposed to Uber “luddites who don’t want to see new technology.” Uber invoked Travis’s Law and easily gained two hundred thousand signatures on a petition. In January 2016, the proposed regulations were dropped.

			While similar battles played out across many cities, clone services emerged in China. Cheng Wei, a scrappy and driven entrepreneur, started a taxi-hailing application called Didi Dache in 2012. Didi had capital, but was engulfed in horrendous competition from a similar startup, Kuaidi; the two eventually merged. Uber entered the market quietly in 2014 and captured a 30% market share by 2015.

			By 2016, the death match was well underway. Didi and Uber were each investing more than a billion dollars a year subsidizing drivers and passengers. In the summer of 2016, Didi had an 85% market share. In the end, Uber’s investors urged the company to hand over its operations to Didi in exchange for a 17% stake and a billion-dollar investment. Rather than fight, as was his wont, Kalanick agreed to a strategic retreat, another sign of growing maturity in his leadership.

			In early 2016, drivers began to protest Uber’s practice of cutting fares and their resulting commissions in the face of slow times or competition. Then the drivers raised broader concerns about whether they were employees or independent contractors. Uber had always considered them the latter. Some drivers sued, but Uber’s legal position was solid, and the suits were settled.

			Need to Know: Though their path was filled with skirmishes and battles, in the overall picture Uber had made substantial inroads into cities and experienced astounding growth. In early 2014, Uber’s ridesharing service was available in twenty-eight cities. By the end of 2016, it was in four hundred-fifty major cities. Since the start of the company, rides reached one billion at the beginning of 2016 and two billion by June of that same year. In 2016, its value reached $68 billion, up from $18 billion two years before.

			Epilogue

			In August 2016, Airbnb logged 1.8 million guests in one night. The company’s more than one million listings are about equal to the number of rooms operated by Marriott International, the world’s largest hotel chain. Now Airbnb is looking at introducing a new service called Trips, which seeks to provide unique experiences for its guests.

			During that same period, Uber reached ten thousand employees and began testing self-driving vehicles. Yet Travis Kalanick feels they are only halfway to their goals: He predicts that there will be no traffic in any major US city in five years.

		

	
		
			Timeline

			2007: Airbnb launches their first website, Airbedandbreakfast.com.

			2008: Airbnb joins the Y Combinator program for startups and begins the long uphill climb to a solid business and investment plan.

			August 2008: Garrett Camp registers the domain UberCab.com and establishes UberCab as an LLC in California.

			2009: Design work starts on the technology that would underpin the Uber car services that combined rider requests with car dispatch and GPS mapping.

			2010: Garrett Camp and Travis Kalanick hire Ryan Graves to manage the Uber startup. They also raise $1.3 million and achieve a $5.3 million valuation. They have a total of six employees and are active only in San Francisco.

			2011: Uber moves into their second market, New York City. Later that year, they enter Seattle, followed by Chicago and Boston.

			January 2012: Airbnb books a cumulative five million nights.

			June 2012: Airbnb books a cumulative ten million nights.

			January 2014: Uber reaches a cumulative two hundred million rides. It has five hundred-fifty employees.

			June 2014: Uber is valued at eighteen billion dollars.

			January 2016: Uber reaches a cumulative one billion rides.

			June 2016: Uber reaches a cumulative two billion rides. It is valued at $68 billion and has eight thousand employees.

			Fall 2015: San Francisco votes down Proposition F, which tried to limit home rentals. Airbnb ran an aggressive campaign and won. This avoids a damaging legal precedent. 

			Early 2014: Uber’s ridesharing service is available in twenty-eight cities. 

			End of 2016: Uber’s ridesharing service is available in four hundred-fifty major cities.

		

	
		
			Cast of Characters

			Nathan Blecharcsyk: Cofounder of Airbnb. Blecharcsyk is a Harvard-educated engineer who demonstrated a keen ability as a growth hacker. Before joining Airbnb, he devised a very clever spam system to find new customers for clients’ websites. He built the Airbnb technical systems and promotional tools.

			Garrett Camp: Creator of StumbleUpon, which sold in 2007 to eBay for seventy-five million dollars. With a vision of a mobile app that could call taxis, he started UberCab in 2008. He convinced Travis Kalanick to invest in and join the startup.

			Brian Chesky: Cofounder of Airbnb and current CEO. Chesky grew up in Niskayuna, New York, played hockey in high school, and entered bodybuilding contests in college. He attended Rhode Island School of Design, where he was selected to give the commencement speech at his graduation. Later Chesky launched his career in Los Angeles with 3DID as an industrial designer before teaming up with friends Joe Gebbia and Nathan Blecharcsyk to found Airbnb.

			Joe Gebbia: Cofounder of Airbnb. Gebbia graduated from the Rhode Island School of Design and worked at Chronicle Books, based in San Francisco, designing books and gift packaging. He invented CritBuns, a specially designed seat cushion, his first entrepreneurial ventur, before teaming up with friends Brian Chesky and Nathan Belcharcsyk to found Airbnb.

			Paul Graham: Legendary cofounder of the Y Combinator program for startups. He said to the Airbnb founders, “Wow, you guys are like cockroaches. You just won’t die.” That was a compliment.

			Ryan Graves: Uber’s first employee; with a degree in economics and experience at General Electric and Foursquare, he was hired to be Uber’s CEO in 2010, eventually handing the title over to Travis Kalanick.

			Bill Gurley: A partner at Benchmark who invested in the second round of financing for Uber and served as advisor to the founders.

			Travis Kalanick: Uber CEO. Kalanick grew up in Los Angeles, starred in track and field, got a perfect score on the math portion of the SAT. He started an SAT prep company when he graduated from high school. Later he started Scour.net, one of the web’s first search engines. 

			Greg McAdoo: Partner at Sequoia Capital who advised the Airbnb founders in developing their startup and seeking investment.

			Michael Seibel: Airbnb founders’ first mentor. He introduced them to investors and counseled them on their presentations and sales pitches. He showed them how Silicon Valley worked, commenting: “On the East Coast you give money to charity. On the West Coast in the startup world, if you want to give back, you help young founders.”

			Cheng Wei: Founder of China’s Didi Dache taxi service, which is run from an online app; took on Uber in furious competition for China’s massive market and won; and assumed Uber’s operations in return for giving an ownership stake to the American service.

		

	
		
			Direct Quotes and Analysis

			“There are fresh battles every month, exacerbated sometimes by the startup’s own flat-footed moves and relentless grow-at-all-costs mentality.”

			Both upstart companies, Airbnb and Uber, are upsetting entire industries, stepping into regulatory battles, and, at times, ignoring their own responsibilities to their key constituencies: users and providers. During the eight years described in this book, they grow a great deal, but the battles continue.

			“At the center of this maelstrom are the young, wealthy, charismatic chief executives: Travis Kalanick and Brian Chesky. They represent a new kind of technology CEO, nothing at all like ... the awkward, introverted innovators who typified the previous generation of tech leaders. Instead, they are extroverted storytellers, capable of positioning their companies in the context of dramatic progress for humanity and recruiting not only armies of engineers but drivers, hosts, lobbyists, and lawmakers to their cause.”

			The CEOs of Uber and Airbnb see themselves as revolutionizing the world of transportation and short-term rentals. They can be messianic in their approach, speaking about a higher purpose and making a better life for users and providers, but their relentless pursuit of growth often sidesteps diplomacy. As a result, cities, unions, regulators, and workers are prepared for battle before they even arrive.

			“The lifetime value of a [Uber] user seemed unknowable, perhaps unlimited. When someone signed up, according to an early internal estimate, he or she was worth forty or fifty dollars a month in gross revenues and eight to ten dollars in gross profit—for the foreseeable future.”

			Travis Kalanick described his company as a perpetual motion machine and that “rider spending is accelerating at a rate that is bigger than our churn rate.” That meant most customers who try the service continue to use it. As Uber introduced the service to more and more cities, the company’s revenue exploded.

			“Because of the convenient fact that guests were travelers, word of mouth was rapid and global—viral as a potent strain of the winter flu.”

			Airbnb boomed because the variety and breadth of properties on the site aided in media and guest exposure. Chesky and Gebbia’s stories about the history of the company and the missionary zeal they brought to establishing the sharing economy, for both hosts and guests, helped the company raise its profile.

			“Travis Kalanick had watched, waited, and even quietly agitated for Lyft and Sidecar to be shut down. Instead, they spread, undercutting Uber’s prices. Now that their approach had been sanctioned, Kalanick had no choice but to drop his opposition and join them.”

			Ridesharing with private vehicles picking up riders upped the competition from Uber’s original limo and taxi services. When trying to get the original services banned didn’t work, Uber saw that they had to take on upstart competition before it had a serious impact on their growth and profitability.

			“Chesky had good reason to make a veteran attorney his first major outside hire. The company had mounting regulatory challenges around the world, where its fierce sense of its own righteous mission was clashing with an increasingly hostile reception in cities.”

			Airbnb and Uber’s revolutionary upending of their respective industries dislodged entrenched interests, both of companies and regulators. While their competitors sought to compromise—or to work within the system rather than disrupting it—they chose to fight.

			“Both CEOs talked about their companies with revolutionary fervor. ... Both were unleashing changes in communities’ behavior whose full impact on society they couldn’t possibly hope to understand. And each believed that the best tactic was simply to grow, harnessing the political influence of their user base to become too big to regulate.”

			Airbnb and Uber began as businesses with altruistic notions of sharing rooms and rides, but became consumed with the need to earn more money and to obliterate any competition. In those battles, they sought out every possible type of approach to win. One was mobilizing their guests/hosts and riders/drivers to petition or protest for change. In most cases, this approach worked.

			“Investors tend to ricochet between dueling anxieties: fear of losing money and fear of missing out.”

			Silicon Valley has gone from boom to bust and back again. Investors try to pick the winners and capitalize on their own good judgment. Airbnb and Uber benefited from early investment wins, and, with continued growth, continued to raise money. Those who didn’t invest have much to regret.

			“Kalanick ... introduced a more inspirational articulation of the company’s mission; it was no longer to destroy ‘an asshole named Taxi’ but to offer ‘transportation as reliable as running water, everywhere and for everyone.’”

			Uber—and its combative CEO, Travis Kalanick—had to learn to articulate their “drive” and temper their statements for public aid and consumption.

			“Few Silicon Valley execs can so effectively phase shift—digging into operational complexities at one moment, negotiating with politicians the next, and then leaving it all behind to speak in relatable tones to students, other startup founders, and the general public. Chesky did this with ease, and it was a reminder of the remarkable personal skills that had propelled his company to such astounding heights.”

			The Upstarts spends a great deal of time focusing on the two CEOs that drive Uber and Airbnb. It’s a story of remarkable growth on both of their parts, but also reveals underlying personalities that, while sharing combativeness and a drive to succeed, result in different outcomes along with different amounts of turbulence around their companies.

		

	
		
			Trivia

			
					Hotel Toshi, run by Toshi Chan in New York City, was earning up to a million dollars a month by leasing hundreds of apartments throughout the city and peddling them on Airbnb. When angry neighbors, outraged landlords, and city regulators took part in a high-profile shutdown, the resulting regulations greatly hampered Airbnb in its later efforts in the city.

					One senior Airbnb employee noted that “if Airbnb was a body, Nate [Blecharcsyk] was the brains, Joe [Gebbia] was the heart, and Brian [Chesky] was the balls.”

					In 2013, the value of a New York City taxi medallion was $1.2 million. It dropped to less than half that by 2016, due in part to competition from Uber, but was bolstered by continued restrictions on ridesharing.

					In the face of employee-versus-contractor concerns, Uber reported that 60% of drivers were on the road ten hours or fewer per week.

					Travis Kalanick’s first business venture, started right after his high school graduation, was New Way Academy, which offered SAT exam tutoring. He boasted that the first person he tutored increased his score by four hundred points.

					Recounting his early days as an entrepreneur during the dot-com bust, Travis Kalanick commented, “Fear is the disease. Hustle is the antidote.”

					German brothers Marc, Oliver, and Alexander Samwer specialized in clones: They started websites that emulated eBay, Facebook, eHarmony and then sold them back to the original concept owners. They attempted the same tactic with Airbnb, but Brian Chesky decided to destroy them instead.

					As his first entrepreneurial venture, Joe Gebbia, cofounder of Airbnb, invented a seat cushion called “CritBuns,” which he dubbed “the ultimate sitting tool.” The company’s slogan reads “supporting creativity where others can’t.”

					Paul Graham, chief of Y Combinator and coach of Airbnb founders, advised them, “It’s better to have a hundred people that love you than a million people that sort of like you.” 

					In 1999, Travis Kalanik’s startup Scour, a web search and file-sharing site, reached 1.5 million page views a day and nine hundred thousand visitors over two months. By July 2000, Scour was sued for two hundred-fifty million dollars by thirty-three media companies for facilitating theft of their intellectual property, which included music and video. Scour closed immediately thereafter.

			

		

	
		
			What’s That Word?

			Growth hackers: People who find clever ways of improving the online popularity of their website or service. They often use controversial methods such as spam and other techniques.

			PechaKucha: A presentation style in which one presents new ideas with twenty slides, each displayed for twenty seconds.

			Ridesharing: A form of carpooling that uses a software app to pick up passengers based on their instant request. This concept was pioneered by Zimride (later renamed Lyft) and adapted by Uber. The California Public Utilities Commission defines it as “transportation network companies.”

			Sharing economy: Sharing assets and resources with others when you’re not using them. The examples in this book are sharing rooms and homes via Airbnb and sharing automobiles through providing rides via Uber.

			Slogging: A technique used by Uber and its competitors to get drivers to switch to their service. It involves ordering and cancelling rides, which leads drivers to become frustrated with the first service, thus motivating them to switch; it also involves offering rewards for switching.

			Surge pricing: Also called dynamic pricing, it is used at Uber to set prices at high levels during peak travel times to attract more drivers and discourage price-sensitive riders. It tempers supply and demand while continuing responsive service. 

			Trough of Sorrow: The stage of a startup when the novelty wears off and the business needs to start performing.

			UberX: Uber’s ridesharing service that uses private drivers. There are other services that use professional drivers.

			UberBlack: Uber’s town car service that uses professional drivers and limos.

			Upstart: A person who has achieved early success and does not show proper respect to the established leaders, organizations, or way of getting things accomplished.

			Worcation: Pioneered by Travis Kalanick at Uber when he took his entire staff to Thailand to work eighteen-hour days rewriting code for one of his early startups. It involves an inspired mix of location and a completely focused environment. 

		

	
		
			Critical Response

			“Where Stone really succeeds is in providing the reader with the visceral experience of the start-up enterprise, something lost in typical rah-rah tech journalism. Reading The Upstarts, you can almost smell the tightly wound aggression of a pacing Kalanick inside an Uber conference room, phone pressed to his ear, alternately hectoring an employee to meet tighter deadlines or cajoling a wary partner into a deal.” —South China Morning Post

			“The Upstarts” is a penetrating study marked by the same thorough reporting that distinguished [Stone’s] earlier work. No figure is too obscure in the annals of Uber and Airbnb for Stone to track down, including the poignant stories of sundry entrepreneurs who converged on similar ideas but, amid various missteps, failed to find traction. —Stephen Phillips, SFGate

			“Stone’s account is illuminating reading for the business-minded.” —Kirkus Review

			“The writing is solid and the sheer magnitude of the book’s subjects demands attention for this book.” —Publishers Weekly 

			“All these and other vignettes—such as the revelation that each new Airbnb office is equipped with an ‘office in a box’ containing an idiosyncratic mix of items including ‘a portable ping-pong table’ and the Dr Seuss book Oh, the Places You’ll Go—make the book a colourful and enjoyable read. But this is no hagiography. Stone, despite admitting that he admires the ‘power and potential’ of the two businesses, gives ample space to criticisms of both. Airbnb, he points out, has been accused of depleting the supply of affordable housing by making it more lucrative to turn homes into holiday lets, while Uber’s clashes with London’s black-cab drivers and US taxi companies are well-documented.” —Martin Bentham, Evening Standard

		

	
		
			About Brad Stone

			Brad Stone is senior executive editor for technology at Bloomberg News and cohosts a weekly Bloomberg podcast, Decrypted. He began his career as a Silicon Valley correspondent at Newsweek. He was a New York Times technology correspondent and a senior writer in technology for Bloomberg Businessweek. He is the author of The Everything Store: Jeff Bezos and the Age of Amazon and Gearheads: The Turbulent Rise of Robotic Sports. He lives in California.

		

	
		
			For Your Information

			Online

			“Airbnb big in Chattanooga—and often illegal.” Times Free Press

			“The Biggest Lessons Entrepreneurs Can Learn From Airbnb’s Success.” Philadelphia magazine

			“How Uber Deceives the Authorities Worldwide.” The New York Times

			“Income from San Diego Airbnb hosts soars 74 percent.” The San Diego Union-Tribune

			“Invasion of the Taxi Snatchers: Uber Leads an Industry’s Disruption.” Bloomberg Businessweek 

			“Most Airbnb hosts in black neighborhoods are white, study shows.” New York Daily News

			“Uber CEO Says He Needs ‘Leadership Help’ After Video Shows Him Berating Driver.” The Wall Street Journal

			“Uber’s No-Holds-Barred Expansion Strategy Fizzles in Germany.” The New York Times

			“UberSlayer: How China’s Didi Beat the Ride-Hailing Superpower.” Bloomberg Businessweek

			Books

			The Airbnb Story: How Three Ordinary Guys Disrupted an Industry, Made Billions ... and Created Plenty of Controversy by Leigh Gallagher

			Alibaba: The House That Jack Ma Built by Duncan Clark

			Growth Hacking: Silicon Valley’s Best Kept Secret by Raymond Fong and Chad Riddersen

			The Industries of the Future by Alec Ross

			Modern Monopolies: What it Takes to Dominate the 21st Century Economy by Alex Moazed and Nicholas L. Johnson

			Platform Revolution: How Networked Markets are Transforming the Economy—and How to Make Them Work for You by Geoffrey G. Parker, Marshall W. Van Alstyne, and Sangeet Paul Choudary

			Books by Brad Stone

			The Everything Store: Jeff Bezos and the Age of Amazon

			Gearheads: The Turbulent Rise of Robotic Sports
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