The Perfect Machine 
Posted on Sunday 30 March 2008 

The perfect machine is a machine with no moving parts. See if you can solve the riddle of ‘NASA versus the Soviets’. Click on the following link:

State Secret!
Dr. Bruce
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What is the Value of Lunar Real Estate? 
Posted on Sunday 30 March 2008 

This is a thought experiment! Click on these links:

What is the Value of Lunar Real Estate?
Watch the Video on You Tube: 
The Moon Shot Redux
I would guess that you might be able to colonize the moon using a bit of bootstrap capital! Say, you pre-sold one million lunar condos, each of which cost $10 million and you collected a 50% deposit. This would give you:

Pre-Sold Condos 1,000,000
Price Per Condo $10,000,000.00
Total Pre-Sales $10,000,000,000,000.00
Deposit 50%
Total Deposits $5,000,000,000,000.00 

That is, $5 trillion dollars to work with! Not a bad start. If you click on the first link, you can see that I have calculated the value of all Lunar real estate at over $313 trillion dollars (under certain circumstances)…

Dr. Bruce
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Haiku 
Posted on Monday 24 March 2008 

“Be in trouble for what you do, not for what you don’t do,” Ralph Shaw, Broker, Partners Advantage GMAC Realty, Carleton Place, Ontario. Mr. Shaw is a consumate entrepreneur: you name it, he has tried it. Here is a corollary: “Entrepreneurs would rather ask for forgiveness than beg for permission,” Anon. Yoda also gave the same lesson to a truculent, whiny Luke Skywalker: “Do or Do Not. Never Try.”

Prof Bruce @ 6:57 am 
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Re-Thinking the Cell Phone 
Posted on Sunday 23 March 2008 

Why have former student and really smart techie, Dan Cardamore, current student and really terrific industrial designer, Rob Sawatsky, horror writer Stephen King and University Prof and Broker, Bruce Firestone all given up on their cell phones?

My story is pretty simple really—one day about six months ago my youngest son told me that his cell phone wasn’t fully functional any longer since it had taken a swim in our washing machine in one of the pockets of his jeans courtesy of his Dad putting the jeans in there without checking for cell phones first. Stupid of me.

So I gave him mine.

Haven’t had one since.

My life has improved a lot since then.

First of all, I am not a paramedic, a heart surgeon, a police officer, a fire fighter or even one of those realtors who wants to be able to provide his clients with one hour response time. I am available to my clients six days a week anyway and I try to get back to everyone the same day or, at worst, the next day. If that isn’t good enough, they need to find another realtor or professor.

Now maybe that isn’t the right attitude and, if making money is the number one thing in your life, maybe you should stop reading this essay right now. But first maybe you should hear what Rob Sawatsky has to say.

“Rob here. I’d be happy to comment on the cell phone question. I’ve got one pro and three cons:

Pro – It’s great to have a cell phone so that you can call someone in an emergency or to save yourself some time finding a payphone and the number to call.

Con – Often times, I feel the need to preserve my personal space or escape from people in general. I’ve had the same conversation with anyone about cell phones when they call someone who doesn’t pick up: [friend] “UGH! Why doesn’t so-and-so pick up their cell phone? What’s the point of having one if they don’t pick up?” [me] “What if they don’t want to talk to you?” [friend] “That’s so rude!”

Con – Having a cell phone is like keeping the servants’ bell in your pocket that anyone can ring at any time and interrupt anything you’re doing. If you have it, it’s a waste not to use it, but if you use it people will be interrupting your meals, your conversations, and even your bowel movements. I don’t want to interrupt anyone any more than I want to be interrupted.

Con – The cost of a cell phone (from the vantage point of someone who’s not interested in owning a cell phone, thus has not researched them) is far more than the cost of a traditional land line. I pay $12.50 per month to talk on the phone and I don’t feel the need to pay or talk any more than I do now.

Essentially though, I don’t have one because I don’t need one. Once I need one, I suppose I’ll have to get one.

Hope my opinion is of use to your blog,

Rob a. Sawatsky”

I think Rob’s comment about having a servant’s bell in your pocket is exactly right. That’s the way it feels to me. My Dad, the late Professor O. J. Firestone, was a fine person and someone I had a great deal of respect for. But he was a slave to his office phone. I can’t tell you how many family dinners and conversations were interrupted by that phone and, frankly, I hated it.

It reminds me that we all spend way too much time on urgent but unimportant things and, a lot of that is because of the phone. And, in my view, cell phones make it much worse (and the Blackberry much, much worse. I actually had a Blackberry for three and a half weeks before I told our network guy to take it back and NEVER give me one again. Now my clients wanted five minute response time instead of one hour!)

I realize that I am cheating in a way—I spend so much time with my youngest son that my clients and family have figured out that by calling him on what used to be my cell phone, they can usually get me. Also, if we were closing an important deal (and aren’t all deals important?), I could always borrow one of the eight (!) cell phones I pay for in my famdamily.

But the Zen of it is that:

a) Who wants to be a slave?
b) Do you want to have some time to yourself on occasion?
c) Do you need some uninterrupted time to be creative, to problem solve and to think about the important things in your life—both personal and business?
d) Are you better off doing one thing at a time and doing that one thing really well?
e) Do you want to schedule every minute of your day or do you want to do what you can do well on any given day and no more?

OK, so what does Dan Cardamore have to say about cell phones?

“I was paying more for it than I liked to and in Canada cell phone plans are terrible, more on that in a sec. I was receiving more calls than making and most of the calls I received were ones I would have preferred not to get (can you work on ‘X’ now, ‘X’ isn’t working can you fix it, etc). 

I tend to make plans with friends and family in advance over email rather than last minute trying to track down friends at grocery stores to make plans.

Essentially, it was my company’s leash on me, which I was paying for.

As far as cell phone plans go in Canada, they are terrible compared to the US. I like data, less interested in voice. In Canada data plans are absolutely horrible. There have been many comparisons done of the $59 US AT&T iPhone plan costing Canadians an equivalent $847 with _____ (large Canadian Telecom, Ed.). In addition there is the $6.95 service fee which you pay with all cell phone plans (in some cases that can almost double your cost) and this was to cover the gov’t. tax for air wave frequencies. Well, it turns out that the gov’t. stopped charging carriers for this about a decade ago but the carriers (all of them) still charge the public with this small print disclaimer that you would be charged this extra cost. There is a class action lawsuit against it now.

I’m hoping that Apple will force _____ (large Canadian Telecom, Ed.) to sell a decent data plan rate in Canada like they did in the States and the rest of the world. Or the new cell phone frequency that the gov’t. is selling now will introduce truly competitive carriers.

Dan”

Now I would imagine that Stephen King probably doesn’t like cell phones either—I deduced that from: a) the fact that he doesn’t own one and b) in his new book, CELL, everyone who owns a cell phone have their brains wiped leaving only base human impulses in place while everyone who doesn’t own one escapes this fate…

A friend of mine in construction told me one day: “Look here, Bruce, I don’t own a Blackberry, no sirree Bob, not me. Sheesh, I own something a darn sight better—I got me a Strawberry.”

“What’s that?” I said.

“Well, a Strawberry is this here spiral notepad where I write down everything I gotta do today and all the telephone numbers I got to call with this here pencil. See this pencil—it’ll write even if the temperature is minus 20 and my Strawberry, well, it don’t break and, if it gets a bit wet, I can still use it and, well, you know I never made a million in this here business but I saved six anywho.”

Dr. Bruce
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The Law and Ethics 
Posted on Monday 17 March 2008 

I had an experience recently that suggested to me again that the law and ethics are not the same—ethics is a higher calling and sets a higher standard than the law does, in my view.

I was making a case in front of judge to have a commission paid to the Company I used to work for. For his own reasons, the client decided not to pay the commission owing to the firm despite having agreed to do so in writing. We sued (something I almost never do) both the client (Bill, not his real name) and his lawyer (Shelly, also not her real name).

Shelly hired a lawyer (naturally) to represent her (Ken). Ken argued that Shelly was simply following her client’s lawful instruction not to pay the commission and, therefore, if we had any claim, it was against Bill and not Bill’s lawyer in this transaction. The judge made it clear that he tended to agree with Ken…

Shelly had paid the entire proceeds (less her fee!) to the client and washed her hands of the matter.

My argument went something like this:

“I am an engineer not a lawyer so I am prepared to take Ken’s word for it that Shelly, by following her client’s instructions, was acting in accordance with the law. But you know I have closed both smaller transactions than this and larger ones and I am pretty sure that almost all the lawyers I have dealt with would have said something to me like: ‘Bruce, you signed this Agreement of Purchase and Sale—isn’t that your signature? You contracted to pay a commission and now you have changed your mind. Are you sure you want to do this?’

If I persisted, they would have probably given me two options—a. ‘Well, if you are going to renege on your promise, I am uncomfortable acting further for you in this matter. When you find yourself another lawyer who is willing to complete this transaction on this basis, let me know who they are and we will transfer the funds from our trust account to theirs. And, oh, by the way, we will be sending you our fee for hours on this file to date.’ or b. ‘If you feel you have a legitimate beef with the Realtor, why don’t we come to court with ‘clean hands’ and pay the commission into court and then we can file a counter claim against the realtor for the amount of the Commission plus any damages you feel you have sustained. Of course, litigating the matter might cost you more than simply paying the fee you agreed to but this at least keeps you in good odour with the Court.’

So while Ken says that Shelly has no legal responsibility here, in my opinion, she does have a moral and ethical responsibility to the Broker in question.

It also struck me that we may hold lawyers to a lower standard than we do soldiers.

In a time of war, if your commanding officer gives you an order and you don’t obey, you run a serious risk of court martial and maybe even a sentence of death. But if your CO tells you to go over and torch a village with innocent civilians in it and you do it, history has shown that, while the order may have been ‘lawful’, the international court of law will hold you accountable. 

From the Nuremberg trials to the Mai Lai massacre to the Abu Ghraib prison scandal, experience shows us that the I-was-just-following-orders excuse doesn’t hold much water. Nor, in my view, should it.

What about your immortal soul (if you believe in such a thing) or the dignity of human life? 

Lawyers tell you that: ‘Old consideration is no consideration.’ They tell a funny story to demonstrate the point—you are walking along the bank of a river and you see a man drowning. You immediately go over and pull him out. He is profusely grateful and promises you a reward of $1,000. “Gee,” you say, “that’s great. Here’s my address!”

A few weeks go by and you haven’t received the 1,000 bucks so you give him a call. “Ah shucks, I didn’t really mean what I said. Sorry, but I am not sending you the 1,000 dollars.”

Furious, you go see a lawyer. Your lawyer tells you, you have no legal claim! Why? Not because it was a verbal agreement (verbal agreements often have the power of contractual law except in the case of real estate transactions which, at least in Ontario, MUST be in writing.) You have no legal claim because you pulled him out of the river (provided the service) before being offered any compensation. The compensation was for nothing—you had already provided the service. A contract consists of offer, acceptance and consideration. You essentially had none of these.

But surely we would all agree that you have a moral right to your reward and he has an ethical duty to pay you.

But your lawyer will tell you: “Next time if you see him drowning, ask him if he will give you $1,000 if you pull him out of the river (offer).” If he says: “Yes (acceptance)” then yank him out and wait for your consideration in the mail ($1,000).

Now that might make sense to a lawyer but it sure doesn’t make sense to me.

Now everyone, makes mistakes but the difference is between errors of omission (I’m sorry, I don’t have the $1,000 to give you—I just lost my job and my home…) versus errors of commission (Tough, I am wealthy and alive (thanks to you!) but I just don’t want to give you the dough and you don’t have any legal claim anyway—too bad, so sad.)

Now lawyers will argue that ethics means different things to different people. This is called situational ethics. I get this. In some cultures, it may be OK to deceive someone if that provides you with an advantage in negotiations (just so long as you don’t get caught in a lie and suffer embarrassment from that.) In other cultures, it may be OK to take something that doesn’t belong to you because your culture has the view that property should be community property and not individually owned.

So a lawyer will argue that common law is an appropriate basis on which to make sound judgments—based as it is on precedent. But within most societies, most people have a pretty good grasp of what is ethical and what isn’t, and if they believe in a Higher Power or have a strong value system, those standards tend not to be relative—they don’t change because you forgot to ask for a thousand dollars before you risked your own life to save another’s with no thought of personal gain, the true Good Samaritan.

Dr. Bruce

(Epilogue: They did settle the matter and an offer to pay the Company was made and the offer was accepted.)

(Post Script: I also raised the argument that, if they had planned not to pay the commission, why didn’t they tell the Brokerage this before the transaction was completed? At least, that would have given the Broker an opportunity to ask the Buyer to compensate them instead of receiving no value for the work they did.)

(Post Post Script: It also occurred to me that the Seller had done very well in the transaction—he had received a price that could be demonstrated to have been as high or higher than the direct comparables…)

March 17, 2008
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Social What? 
Posted on Saturday 8 March 2008 

I hear a lot of talk about social enterprise, not-for-profits, NGOs (Non Governmental Organizations), charities, foundations, housing co-ops, farm equipment co-ops, credit unions, social startups*, social capital and now, from 2006 Nobel Peace Prize Winner, Muhammad Yunus (Founder of the Grameen Bank and pioneer in the field of micro lending), social business (Business Week, March 10th, 2008).

(* Social startups don’t really belong in this group. Social startups may include social enterprises but they also include for-profit businesses that happen to use social media (for example, blogging, social networks, etc.) to attract customers and to get started…)
Dr. Yunus defines a social business in his new book Creating a World without Poverty: Social Business and the Future of Capitalism. Dr. Yunus states that a social business is one that is created to further a social goal. He emphasizes that these enterprises need to be efficient and be run like businesses but they do not need to provide a return on investment to their owners or investors. I would argue that all of these social endeavours need to have a business model, be efficient and make a profit. 

Profit is not a dirty word—profits allow an enterprise to sustain itself by investing in new technology, training of its staff and furthering its goals in many, many ways. In the social field, terms that might better serve are ‘surplus’ and ‘reserve funds’ rather than ‘profit’ and ‘retained earnings’ but I believe that they are just as important for social initiatives as for for-profit businesses.

When we established the Ottawa Senators Foundation to do good works in the community, we wanted to be efficient and effective. To be efficient meant to us that we would distribute all of the funds that were raised in any given year net of whatever was need to run the organization. The goal for social enterprises should be to consume no more than 20% of its revenues in admin, staffing and other costs with 80% or more ‘going out the door’ in the form of serving its constituency.

But we never apologized that we wanted top notch staff to run the Foundation and that they would be fairly compensated. So whenever the Foundation holds a fundraiser or stages an event, the Foundation distributes the net proceeds—that is, what is left after paying for all expenses and contributing something back to the Foundation for its running costs. To be effective, the Foundation needs to have great people and they need to be retained…

So I would argue that social businesses should aim to make a profit (surplus) and have some retained earnings (reserves) and operate efficiently and have a business model and market itself effectively (guerrilla marketing) and use as much self financing as possible (bootstrap capital) and use the Internet to provide the organization with a boost—to become more scaleable, to reverse out the work as much as possible to its eco system (clients it serves and suppliers in its network) and to mass customize its products for its clientele. These are all themes that I teach in the field of entrepreneurship and I believe they apply just as much in the social sector, however it is defined.

Some of my students are working on the idea of forming a non share capital co-op to purchase and then loan out to its members cool, but expensive sports equipment like kayaks, canoes, windsurfers and so forth. 

What is a non share capital co-op? The best way to explain it might be to look at another example I was involved in—Blue Heron Co-op* in Kanata, Ontario, the first co-op to be built in Ontario in more than ten years.

(* Blue Heron Co-Op Homes, 750 March Road, Kanata, ON K2K 0A4, Canada (613) 254-7492)
I believe that God only helps those that help themselves so instead of waiting for Godot (I mean the Ontario Government to bring back social housing subsidies, a hopeless occupation), we took matters into our own hands.

If it costs $150,000 to build a two bedroom townhouse then you need 25% equity before you can get most commercial lenders to lend you the money to build something—that means we needed around $37,500 in equity.

So how did we source that? Well here is the spreadsheet we were looking at (the numbers have been updated to reflect 2008 construction costs and the fact that the GST is now 5% instead of 7%):

Cost to Build $150,000 2-Bedroom Townhouse
Equity Needed $37,500 25%
Construction Loan $112,500 75% 

How to Find the Equity? 

Equity Needed $37,500
Land Cost per Unit $15,000
Development Charges per Unit $10,000
Building Permit $3,000 2%
PST and GST $22,413.79 13% 8% 5%
Federal Subsidy per Unit $10,000.00
Total Equity Available $60,414 

You can see from the table that the total potential equity available was over $60,000 if all the sources come through!

What we needed was:

• Free land!
• The City of Ottawa agree to rebate to the Co-op all development charges and building permits (but remember they still get realty taxes from the completed project, so the City does make money on the project).
• The Provincial Government to rebate the PST on construction materials (but the Province still makes money from the income tax paid by all the workers employed in building and running the co-op).
• The Feds to agree to rebate the GST on materials and on the trades.
• Access to the Federal subsidy for affordable housing (Alex Munter, former Kanata Councillor, was helpful with this).

I helped a bit in getting ‘free land’. I wasn’t exactly free though. St. John’s Anglican Church was intending to sell a beautiful 4 acre site on March Road in Kanata for $135,000 to help refurbish the rectory and to build a new hall where the local Beaver, Cub and Scouts could use, where the Sunday School could expand and where a special (private) school for talented kids who were having trouble in the mainstream school system could be run. 

I suggested the St. John’s vestry and the presiding Minister, David Cluny, that instead of selling the lands for a below market price and a one time event, they follow the example of the Holy Roman Catholic Church and lease it instead. The Catholic Church is one the largest landowners in the world and they know that if they lease the land, they will have a revenues stream for 65 years, 75 years or 99 years and then afterwards, they still own it!

So a long term lease was entered into by the co-op: for 80 units, say, at $50 per month for the land lease, this works out to around $50,000 per year for St. John’s and over say 99 years (even if there is no inflation clause, which there was) it’s about $5 million (a bit more than the $135,000 that they were thinking of selling the land for). Depending on how inflation behaves in this century, the revenue windfall could be much more.

But from the Co-op’s POV (point of view), this amounts to free land because they don’t have to find a million or so dollars to buy another site for their project and the land rent is a small part of their operating costs and it serves two social purposes—getting the co-op off the ground and helping the Church do good works!

I attach the media release announcing the commencement of construction below—and you can see that the Co-op did in fact raise more $2.4 million out of the $10.9 million they need for the project—almost the 25% goal they were shooting for.

The corporate governance of the co-op is based on the housing cooperative movement which began in 18th and 19th Century England and France and was a reaction to the appalling living conditions at the time for most people who were being ‘consumed’ by the Industrial Revolution.

A non share capital co-op means that no one owns the Incorporated entity*. The Corporation is run by a BOD (Board of Directors) who are elected by the people who occupy the units. As long as you occupy the unit, you get a vote, Once you move away, your vote goes to the next occupant of that unit. You pay a fee to occupy the unit and you have all rights to that unit as long as you pay your fees.

(* To this day, humans have not found any better way to form sustainable organizations that the incorporated company. The City of Ottawa is not its full name—it is the Corporation of the City of Ottawa. Except for “other-directed” organizations like the Emperor of Japan, the House of Windsor, the Anglican Church, the Holy Roman Catholic Church, the longest lived organizations are corporations, even private ones like the Hudson’s Bay Company, now approaching 340 years of age (it was incorporated on the 2nd day of May in 1670).
You are not really a tenant because you have an ownership interest in the co-op in the form of security of tenure and a vote in its governance and its finances. You just don’t get any equity lift, if the units become more valuable—that stays with the co-op for the next generation of members.

Because you are a member of the co-op and you have the benefits discussed above, you have the same feeling of a proprietary interest in the property and co-ops tens to be very well run and maintained and vandalism tends to less of a problem than other forms of tenant-occupied premises.

Now you may not get the equity lift from belonging to, say, a share capital co-op (much used in NYC where some of the swankiest addresses are equity co-ops occupied by film stars, Wall Street investment bankers, even John Lennon lived in one) but you will probably have lower occupancy costs. In Kanata, you can get a 2-bedroom apartment for around $1,275 a month from a private landlord while the co-op would be around $780. If you invested the difference of $495 per month at 5% and if you stayed in the co-op for ten years, you would have: $76,865 after ten years, not bad. Of course, you have to have the extra funds to invest in the first place, the discipline to invest them and the fortitude not to spend your savings on flat panel high def TVs, cool trips to Patagonia and a new car every two years!

But I believe in the co-op movement—I belong to one. I am a paying member of the Caisse Populaire, a credit union based in Québec. My membership cost me $5 and I get dividends every year based on: a) how my Caisse has done, b) how much savings I have invested there, c) how much borrowing I do. And guess what, the Caisse has one of the lowest loan loss rates when compared to major lending institutions in Canada. You know why? Because people are treated as people at the Caisse; they don’t use Toronto-based scoring machines and Beacon credit scores created by non-human systems at credit reporting firms like Equifax and Trans Union. They look you in the eye and trust you. They lend to people who need money which Canadian Banks do NOT do (they lend to people who don’t need money; i.e., the rich with lots of collateral). In fact, at Grameen Bank, they lend money to the people who most need it! They get top priority and the Grameen Bank also has very low loan losses.

Dr. Bruce

ADDENDUM—BLUE HERON COOP MEDIA RELEASE:
Affordable Housing Project in Ottawa Begins Construction
For Immediate Release
October 28, 2005

OTTAWA – The Government of Canada, the Government of Ontario, and the City of Ottawa held a time capsule ceremony today to mark the start of construction on a project that will create 83 units of affordable housing in Ottawa under the Canada-Ontario Affordable Housing Program. 

The announcement was made today by the Honourable Joe Fontana, Minister of Labour and Housing, the Honourable John Gerretsen, Minister of Municipal Affairs and Housing, and Councillor Peggy Feltmate, Ward 4 – Kanata, on behalf of Ottawa Mayor Bob Chiarelli. 

“Affordable housing is a priority for the Government of Canada”, said Minister Fontana. “We are pleased to be working with our provincial and municipal partners to assist citizens of Ottawa in need to access quality affordable housing.”

“The McGuinty government is committed to ensuring that lower income residents of Ontario have access to safe and affordable housing,” said Minister Gerretsen. “This project represents a significant step in achieving that goal by addressing the need for more affordable housing in Ottawa. By investing in affordable housing, we are strengthening our communities.” 

The $10.9 million project, including $2.4 million from the Canada-Ontario Affordable Housing Program, will provide 25 townhomes and 58 apartments at 750 March Road in the City of Ottawa. The project is sponsored by Blue Heron Co-operative Homes Incorporated, and the units will be occupied by families and single people with lower incomes. 

“The original vision for Kanata was a community with housing for people from all walks of life,” said Councillor Feltmate. “The Blue Heron Co-op helps maintain the Kanata vision.” 

“Our Co-op will provide permanent affordable rental housing for moderate and low income households in a self governing community,” said Pam Cripps, President of Blue Heron Co-operative Homes. “This housing is desperately needed, and after six long years of struggling to develop Blue Heron Co-op, we are very happy to see governments getting back in to the housing business. We wish to thank all three levels of government for pulling together to make this project a reality. We look forward to being an active member of the Kanata community.” 

Today’s federal and provincial allocation will be complemented by more than $3.2 million in municipal financial incentives.
In Ottawa, the Government of Canada, through Canada Mortgage and Housing Corporation (CMHC), has contributed $6.7 million through the Canada-Ontario Affordable Housing Program Agreement. 

The new federal-provincial agreement, signed on April 29, 2005, comprises a commitment of $301 million from each of the two levels of government. With this commitment, the federal, provincial and municipal governments will have invested $734 million over the life of the Canada-Ontario Affordable Housing Program Agreement, to assist some 20,000 Ontario households.
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Prof Bruce @ 10:32 am 

Filed under: 25 Steps to Business Success and Bootstrap Capital and Bootstrap Entrepreneurs-- Case Studies and Business Models and Creativity and Value and Internet-- the Internet is Eating a Hole in the Global and Political Economy and Value Differentiation and 'Pixie Dust' 

No Comments 

The Ten Most Important Things for a Startup to Do 
Posted on Saturday 1 March 2008 

What are the Ten Most Important Things You need to do
to Create a Successful Startup?

By Dr. Bruce M. Firestone, B. Eng. (Civil), M. Eng.-Sci., PhD.,
Entrepreneur-in-Residence, Telfer School of Management, University of Ottawa
March 1st, 2008

(Prepared for the First Annual Entrepreneurship Seminar sponsored by The Entrepreneurs’ Club, Telfer School of Management)

Well, there are certainly a lot more than ten things you need to do to create a successful startup but for the sake of brevity today, I will limit myself to ten. Here is my list:

1. Select the right idea for your next startup;
2. Create business models for the 21st Century that produce great results so that the harder you work, the more money you make and so you can compete effectively with hard charging entrepreneurs from China, India and other Tigers by having a business model that can not be easily duplicated or dislodged and gives you a lasting, sustainable competitive advantage and concession or franchise.
3. Add differentiated value, innovation and ‘pixie dust’ to your business models;
4. Create a compelling value proposition and learn how to clearly demonstrate it to customers and clients;
5. Self-capitalize (bootstrap) the new enterprise so that you end up owning it and not a VC firm or other investors or partners;
6. Use smart marketing (guerrilla marketing and social marketing) so you can acquire customers and clients cost effectively;
7. Mass customize products and services using the Internet so that, for the first time in history, you can get custom outputs from standard inputs as well as reverse out some of the work to your clients, customers and suppliers using the Internet so that you create a scalable enterprise that can produce more value than if you had a JOB;
8. Find pre-launch and launch customers and sell, sell, sell (as Ben Affleck said in the film Boiler Room: “ABC—always be closing);
9. Execute expertly, show leadership and become a trusted member of your community and business ecology;
10. Make your own rules and set and achieve your goals!

Select the Right Idea
If you ask me, the big idea is LESS important than good execution which obviously includes staff training. Most of my students think that the big, NEVER BEFORE TRIED, idea is more important but there are lots of companies that do very well with good execution of fairly mundane things.

I am pretty sure that the only thing that is in infinite supply is ideas; numbers, for example, represent an idea and they are infinite. There are probably more than 25 million smart Americans in their basements at any one time trying to come up with the next bid idea (like, say, Google). They are generating a huge volume of new ideas; that tends to suggest, in economic terms, a surplus of ideas while the skills to implement them are in much shorter supply and, hence, the latter will generally attract a higher price. 

The market for new ideas, such as it is, tends to put a low price on them (just try to sell your BIG IDEA at a business model stage and you will see: a) how hard it is to do that and b) just how little you will get for it). Obviously, a startup that combines some type of innovation with good execution is better off than one with just sound execution. Fred Smith, when he started Fed/Ex, brought the hub and spoke system to the overnight package delivery business, essentially creating that industry. 

Before that, it was thought to be an impossible challenge—if you had 60 cities as both origins and destinations in your US network that would have meant that you have 1,770 unique pairs of cities ((60 x 59)/2) and you would need to make 3,540 overnight flights to connect them all, an obvious impossibility. If you had instead five hub airports within easy trucking distance, you would have ten unique pairs of cities and, hence, could get by with just 20 overnight flights to connect continental USA … 

However, most successful startups do not create new industries or are not necessarily first movers. Google wasn’t the first search engine; however, they did bring significant innovation to the table including: neutral search rankings, search rankings that reflected traffic loads on and links to a site, paid search links and auctioning off of paid search links. GradeAStudent.com, now GradeATechs.com, was not the first at home computer repair service but their execution was good and they used a back end system (GASnet) to automate their appointments and their billing systems.

Create Business Models for the 21st Century
Digg.com’s founder, Kevin Rose made $60 million in 18 months. Kevin was just 29 years of age so there is still time for you!

While I think great execution is really important, having some type of innovation in your business model can help you create a sustainable advantage; i.e., you need to have some type of ‘pixie dust’ or differentiated value in your organization’s business model. This creates a franchise or concession for you that is hard for others to copy. 

Let’s return to the Digg.com model. What makes it different? What is its differentiated value?

1. It is a new model for a newspaper uniquely adapted to the Internet.
2. It is not simply the online version of the New York Times or some classified advertising page transferred to the Internet.
3. It is a digital community made up of a fairly homogenous demographic: 80% are male, mainly young techie readers.
4. Readers are also contributors.
5. Readers dig up interesting stories from all over the web and post brief synopses to the site and links to them whereupon other readers vote on them—the most popular ascend the page.
6. The site harnesses the competitive instincts of the readers/contributors to compete to see whose story will lead.
7. The site works because of its homogeneous demographic—contributors only post stories that will be of interest to the group.
8. The site is dynamic—leading stories change by the minute or hour.
9. Digg.com’s cost for headline writers = ZERO.
10. Digg.com’s cost for journalists = ZERO.
11. Digg.com’s cost for editors = ZERO.
12. Digg.com’s cost for distribution = ZERO (at least, the marginal cost is practically zero).

This is a lot of pixie dust. I think Digg.com is important for another reason—I believe that it is important for communities that are working together to be reading the same things, to share a common culture. If you think about it for a moment, many of the communications you have in a given day are made much easier by possessing a common culture; you don’t have to explain where you are coming from and the context of what you are saying in every conversation you have. 

Now the innovative nature of Digg.com would be pretty useless without good execution so creativity is a necessary condition for the kind of success Mr. Rose has had but not a sufficient condition. 

Add Differentiated Value, Innovation and ‘Pixie Dust’ 
To build sustainable business models, you need to have control over some type of ‘factor of production’. When my wife and I took the mule train to the bottom of the Grand Canyon to visit Phantom Ranch, I realized how valuable the concession was to operate the service. First of all, it’s a monopoly service. Second of all, it operates in one of the seven wonders of the world, a sacred place. Thirdly, there is practically unlimited demand– you need to book ahead many months or you won’t be going.

How would you like to control the bridge from Windsor to Detroit which in the first 11 months of 2005 carried 8.9 million vehicles and is one of North America’s most congested choke points? And every one of those vehicles paid a toll to Manuel Moroun’s company. Now it appears that Mr. Maroun has negotiated a 90 year agreement with the Wayne County Port Authority to build another bridge. The Port Authority is rumored to get a 2.5% royalty. Sheesh. That means that Mr. Maroun gets 97.5%. Seems like a pretty good deal for him.

Business models that work need to have some kind of differentiator; some type of ‘pixie dust’, the magic that makes a business work. For a National Football League franchise, it is the right to operate an exclusive franchise within a defined geographic area and exploit all the revenue rights within that area– tickets, merchandise, suite rentals, sponsorship, signage, parking, etc. and to share in national television revenues.

Most entrepreneurs who don’t have some type of value differentiator either can’t build sustainable businesses or the ones that they do build produce no more value for them than if they just went out and got a JOB.

The role of an entrepreneur, in my view, is to build a business that creates more value than that and which can take on a life of its own– i.e., it can survive the passing from the scene of its founder or can make money for its owner while she/he is lying on a beach. The latter is the preferred option, obviously.

A spa, for example, might have some pixie dust because of its high end location or because it has some highly sought after hair stylists or because it has some sophisticated software that runs its appointment calendar and inventory of products and reverses out some of the work to its clients (e.g., they can self book online).

A friend of mine, Rob Hall, runs Pool.com, a business that revolutionized the backordering of domain names. Instead of paying $60 to backorder a domain name that may never delete, Pool.com allows you to register your backorder FOR FREE. You only pay if Pool.com is successful in getting the name for you. Guess which site gets most of the backorders now? (BTW, over 5,000 dot-COMs delete every day).

Pixie dust/value differentiation– think about it, see how you can add some to your business and watch your revenues and margins grow.

Create a Compelling Value Proposition
Demonstrating your value proposition from your client’s point of view is a powerful tool in sales and I don’t care if you are selling vacuum cleaners, architecture services or hockey tickets. Clients and customers don’t really care what cool technology you are using or incorporating in your product or service or what, in general terms, it can do. What they want to know is, what can it (you) do for me? And usually, that means, what can it (you) do for my bottom line?

Recently, I ran into Yoga Specialist, Heather Moore, at Mountain Goat Yoga Centre in Kanata. Heather is in her first year of training Ottawa Senators players who are trying Yoga for the first time and I wanted to know how it was going. She told me that the European players, especially her Russian players, were really into it. They were seated at the front of the class. Some of her North American players tolerated it and some thought Yoga training is for sissies.

She thinks things will go better when they get their own Yoga mats with their names on it (she admitted that she wasn’t the biggest hockey fan before and didn’t know all their names). Knowing their names will mean she can call out recalcitrant players and encourage others.

For my macho readers who don’t know this, Yoga uses your own weight to improve your flexibility and core strength and, at advanced levels, is hellishly hard. It makes sure oxygen gets to all parts of the body and promotes faster healing. It gets stress levels down and, if you don’t think stress levels are high for professional athletes, you don’t know much about sports. How would you like your on-the-job performance rating done every day and on the front page of your local newspaper too?

More core strength, more flexibility, greater agility, better balance, faster healing and lower stress levels are sure to be good for hockey players. They need tremendous levels of dexterity to play in the National League. They need strength too but not brute strength like NFL players do. Long lean muscles will beat muscle mass in the NHL.

It turns out that, in all probability, a very small investment in Yoga training will result in very large benefits for the Sens by reducing the number of player days lost to injury. Check out the spreadsheet (http://www.dramatispersonae.org/ValuePropositionOttawaSenatorsMountainGoatYogaCentre.xls) I did on this which I have uploaded to my server in .xls format so that you can download it and save it as a spreadsheet and fool around with it yourself on your PC.

(For an investment of just over $7,000 in Heather’s Yoga instruction fees, the Sens reduced team injury costs by over $350,000 in the 2006/2007 Season according to my rough calculations… a pretty dram good ROI.)

See if you can adapt it for your product or service or create one like it from scratch. Try to show how one single customer or client benefits in terms of cold, hard cash by using your products or services…

There are other benefits too for the Sens. For example, if the team earns more points during the regular season and, as a result, attracts more fans, revenues will increase. Further, if the team has, say, one more home playoff game as a result of a stronger, healthier team then benefits from Yoga training climb astronomically. 

And lastly, hockey players are human beings so reduced injury means reduced human suffering, and that is a good thing…

Self-capitalize (Bootstrap) the New Enterprise
I have felt for a long time that VCs are heading in the wrong direction; they should NOT fund startups. Rather, they should wait until startups have proven themselves in the marketplace. It’s kind of like watching for tall shoots in a field of grass. Those are the ones they should fund. It’s better for VCs, better for the national economy and, interestingly, better for startups too.
It’s better for VCs because they will fund more winners and fewer losers and generate better returns for their investors. This, in turn, will attract more capital to the industry which is good for innovation overall. It’s better for the national economy since careful rationing of scarce capital will provide higher overall growth rates. And finally, it’s better for startups, in my opinion, to focus on: a) building a sound business model, b) self (bootstrap) capitalization, c) using smart (guerrilla) marketing to capture customers inexpensively and d) generating real cashflow from real clients and customers. 

The founders of these businesses will find it much faster and much less frustrating to find customers first rather than spending nine months or more hoping to attract VC funding or going after government grants. They will also get help from clients in other ways such as designing the final product or service. It’s like a war plan—as soon as your contemplated business model comes into contact with customers, it will change; they will force changes that YOU CAN NOT PLAN FOR. 

Finally, the founders of these businesses will get to keep more of the equity in their businesses if they do a deal with a VC firm later when their business is more mature and, frankly, they are more mature. Nothing gives you more leverage in negotiations with VCs than the fact that you have enough cashflow to fund the business without them. 

Is lack of access to capital really the main barrier to entry for most entrepreneurs? I believe that the stated lack of access to capital by many would-be entrepreneurs is more of an excuse than anything else. Here is my (absolutely unscientific) bar chart of what I think are the main sources of capital for startups. (I leave it to a future grad student to prove it or disprove it.)

Home Equity Loans
*************************************************
Soft Capital #
***********************************************
Supplier Credit
********************************************
Consulting
*****************************************
Pre-sales/Launch Clients
*************************************
Credit Cards
*********************************
Deposits, Retainers ##
******************************
Receivables Factoring
****************************
Financial Leasing
*************************
Partners/Debentures
*********************
Trading/Speculating/Reselling
*****************
Strategic Investors/Partners###
***************
Banks
***********
VCs
*******
Government Grants/Tax Credits
******
Angel Capital
****
Franchising
***
Accretive Buying/Selling
**
ESOPS####
**
Sponsorships
**
Patents and Royalties
**
Collectibles Sales
*
Business Competitions
*
# Mom, Dad, Rich Uncle Buck, co-guarantors
## Plus Progress Payments and Draws
### Investment by competitors, near competitors, future clients and future suppliers
### Employee Stock Ownership Plans

This is just my experience talking—who knows I may be wrong but most entrepreneurs are, by definition, people without money. Again, in my experience, people with money are not entrepreneurs, they are called ‘old money’ and old money anywhere, tends not to do very much—it sits around collecting coupons not starting high-risk new enterprises.

I always laugh when my students in entrepreneurship at the Telfer School of Management at the University of Ottawa go to a bank for the first time and ask for a loan to star a business—Canadian banks only want to lend to people with collateral; i.e., people who already have money. It took 2006 Novel Peace Prize winner Muhammad Yunus of the Grameen Bank to realize that a bank’s real job is to lend money to people who need it—a completely novel thought, it turns out.

Dr. Yunus also realized that the way out of poverty for the vast majority of people on this planet is to become (at least at first) micro entrepreneurs. In fact, Grameen Bank lends on a priority basis to people who have the greatest need and the least money! And you know what? Their loan loss ratio is tiny and they make a profit too.

If Canadian Banks had their way, they would probably do zero small business lending. It takes very few bank resources to approve a home mortgage, give out a credit card or make an auto loan. Banks think nothing of approving a $350,000 home mortgage—if your credit score (your Beacon Score) is high enough—in minutes. But go to the bank for a small business loan of $350,000 and you will find that: a) they need a massive amount of data from you and b) they need an expensive infrastructure in terms of on-the-ground bank managers, loan officers and back office types to approve your loan application. I believe if it weren’t for the fact that successive Finance Ministers lean on the Chartered Banks in Canada, they would choose to turn down every small business loan request.

Other students will tell me that they want VC funding. I believe that most startups have about as much chance of attracting VC funding as they have of winning the annual Ottawa Hospital Lottery and probably less. First of all, most business startups don’t have the growth prospects to attract VC funding. Secondly, most startups are in industry sectors that don’t appeal to VC funds anyway. Thirdly, most startups should be much further along in their development before they go after VC funding, if they ever do. 

If your business has real cashflow and real customers and clients, you are on a much more even footing with respect to negotiating a fair agreement with VCs, if that is what you choose to do. Finally, it is much more efficient for Canada if VCs fund more mature companies that are at a stage where large capital injections are: a) less risky, b) more inclined to be put to wise use by (now) experienced entrepreneurs.

So if you plan to start a business and you don’t want to give up control and a ton of equity to VCs and Vulture funds, learn everything you can about self capitalization—you are going to need it.

Use Smart Marketing (Guerrilla Marketing and Social Marketing)
You have to give credit to KFC for some terrific Guerrilla Marketing. I realize that GM is all about ‘substituting brains for money’ in the marketing wars but KFC used brains AND money in this.

To tackle households that are zapping their ads using TiVO or their PVRs, KFC ran an ad with a hidden message that could only be deciphered if you play it back in slow mo. If you could figure it out, you could then go to KFC’s website and get a coupon for a free sandwich. The traffic on their site went up by 40%. (Business Week, April 17, 2006).

So they got people to watch their commercial (over and over again), boosted traffic on their website AND in their stores. I still think this example meets the test of what is (and is not) GM since you could look at it this way: How much money would they have had to spend in conventional marketing to get this kind of boost in terms of CPM (thousand pairs of eyeballs on their marketing message) and customers in their stores?

There is another form of GM that is taking hold today too—a huge expansion of social marketing.
In the past, most GM has been about some kind of stunt that attracts the attention of the established media—they hear of a neat story and it then gets a lot of play on the local or national news, in the local newspaper or gets you a few interviews on radio. This is called ‘earned media’. Nothing wrong with that—you can certainly do a lot more with earned media than a ton of paid advertising.

But social marketing is playing a much bigger role in helping startups grab attention and market share. A former student of mine, Ryan Anderson, now Director of Communications at FuelIndustries.com, gave a wonderful lecture on the power of social marketing. Ryan uses the term ‘Social Startup’ to designate an enterprise that uses social marketing to get traction in its marketplace. This is not to be confused with a Social Enterprise; the latter can be a not-for-profit, a charity or a NGO (Non Governmental Organization) that performs good works. They too can use social marketing to further their goals but social marketing also applies to for-profit businesses.

You can read more about social marketing on Ryan’s blog at: http://www.ryananderson.ca/.
In simple terms, the Internet has changed the media equation—instead of limited bandwidth (a few TV channels, a few newspapers and a handful of radio stations in most local markets a generation ago), today we have 1,000s of bloggers, 10,000s of Facebook or MySpace profiles, hundreds of TV channels just in a small city like Ottawa.

Social marketing allows you to disintermediate the established media—to go around them to talk directly to and with your customers. I build my own PWSs (Personal Web Sites (it shows)) but at least I disintermediate the techies—I can communicate directly with my students, clients, friends. I don’t allow much two way traffic because I am so time pressed but social marketing means that you should.

An example, Ryan gave in his lecture demonstrates the power of social marketing—a small South African winery (BTW, it makes good wines, otherwise this wouldn’t work and, in fact, would probably result in reverse marketing if the wines actually sucked) sent a case of their wines to an influential blogger in California and told him they wanted to sponsor 100 Geek Dinners in Santa Clara County—no strings attached. They didn’t have to blog about the company or their wines, they just wanted people to try them.

He wrote about the offer on his blog and the winery sent out 100 cases of their wines. Even though they didn’t ask for it, they got huge exposure on blogs everywhere in Nocal.
Their sales went up by a factor of six (!) in less than two years. The total cost for the campaign—around $40,000. That represents less than half a second of the cost of a 2008 Super Bowl ad. But even assuming that the NFL and its broadcaster would give you a 30 second Stupid Bowl ad for $40,000 (trust me they won’t), would it have resulted in a 500% climb in sales? I doubt it.

Social marketing (in this case, harnessing the power of the blogosphere) is about engaging your customers in a dialogue, having a two-way authentic conversation with them and listening to them and making changes as you learn from the conversation. Ryan told us another quote: “If people talked to people, the way that marketers talk to people, they would punch you in the face!”

(Note: Ryan said that he doesn’t hire anyone who doesn’t have their own blog. He told our class that a CV is fine but it is pretty static. A Blog that you have been keeping for a few years tells him a whole lot more about you. Are you smart, creative, hard working, have good values, etc. You can get a free blog and set up one for yourself in less than a minute, so do it! I use WordPress.org but you can find many sites that will help you with this.)

Mass Customize Products and Services Using the Internet
Nothing has shaken our world like the Internet revolution that has taken root in a massive way since 1994. The Internet revolution is continuing at a fantastic pace-the changes are still happening but they are occurring with less hype since 2001and more substance-below the waterline, so to speak.

Jack Welch said that in his 40 years at GE nothing matched the Internet in terms of its technical or technological impact and Jack saw a lot during his career as a CEO.

Professor John Callahan, at Carleton University’s Sprott School of Business and his research partner, Mr. Scott Mackenzie, have created an important contribution to understanding the impact that the Internet is having on how we conduct business-their curve shows that it is now possible for the first time in history to get custom outputs from standard inputs and processes.

What this means is that we have transitioned from the days of an artisan or guild worker (now called a ‘consultant’) who produced one off creations to order (made to measure suits, for example) through to mass produced products (Henry Ford’s automobile assembly line) and now to made to order, custom products from standard processes and inputs (like the way Dell’s web site allows each client to customize their PCs to their specifications using only standard Dell inputs and processes). 

By reversing out the design work to the customer, Dell has created a powerful position in the marketplace and become one of the largest PC makers on the planet. 

The internet is all about automation and reversing out the work. Doesn’t apply to me and my business, you say? Well, it turns out that most of us have the ability to move up the value chain by using some of the revolutionary aspects of the Internet in our businesses
Let me give you another example. We have a number of home builders who are figuring out that they are soon going to be in the web site operating business and not the home construction business at all.

Today, with all due respect, the home building business is still largely a craft based endeavour which, if it were compared to the computer industry, would still produce five function calculators that look like primitive World War II vintage Turing machines (used for breaking Japanese and German codes)—big, clunky and expensive.

Ultimately, a home builder’s web site will allow consumers to ‘goggle’ in to the site in three dimensions, to choose the model that they want, the lot that they want and then to load up their shopping carts with the features they desire. As they make changes to their design and add and subtract amenities, the calculator will tally and show them their costs.
Visa and MasterCard are moving upstream—their credit cards will be used for everything including buying a new car or buying a home. There is a small but fast growing market for power cards that carry credit limits in the hundreds of thousands of dollars.

But this home buying e-commerce transaction using a credit card is only the tip of the iceberg. In all probability, it is the e-business applications that will have the most dramatic impacts on home building. Pre-authorized suppliers and sub-trades will log on to the builder’s web site to estimate the volume of work required and to bid on it. 

Scheduling, based on just-in-time delivery, will be net based. Payments will flow business to business via e-payments. Municipal inspectors will log on to see when they are required for inspections. Municipalities will recognize that home builders are their clients. The number of separate subcontractors and trades will fall from 25 or 30 today to perhaps just 8 or 9.
If former Russian President, Boris Yeltsin in his early days as a construction boss in Sverdlovsk (1,000 miles east of Moscow) could build five storey, wood frame apartment buildings in five days (albeit with a huge crew), surely we can learn to build houses in 45 days or less at higher levels of quality, with fewer defects, higher margins for the industry and lower prices for consumers.

The home builder will become a web site operator. Legal closings, land registry documentation, mortgage financings … all will be web enabled. And what does this do to profitability? There is no doubt that efficiency will climb, productivity will increase and in every instance where this has occurred, more wealth is created for all to share.

Americans are early adopters of technology and none is more earth shattering than their embrace of the internet. As a result, the Internet is eating an enormous hole in the world’s economy. After all, it does not matter how little someone is paid in the third world, the Internet can do it faster and cheaper.

Old-line industries are going through incredible re-engineering. 

A national advertiser who wanted to launch a national billboard advertising campaign just five years ago went through a six to twelve month process. They drew up a campaign theme, got the creative done by an agency, had the agency contract billboard locations with up to 25 regional billboard companies, sent the artwork out to all of them by courier, received back the proofs from all 25 for approval, made the necessary changes to get consistency in the artwork, sent them back, checked them again, signed off finally. The images were then often hand painted on huge strips and, at last, a crew went on site and glued them to the board.

Today, billboard companies put their inventory of available billboard locations on their web sites and agencies can book and pay for that inventory on line. Agencies then can download their artwork over high speed lines and, as billboard companies merge and become national and as they move towards replacing conventional billboards with high definition video boards, an agency can place a national campaign in a matter of hours or days. It does not matter how little a third world labourer is paid; the web can do it faster and cheaper.

Harnessing the Internet effectively means:

a. you can ‘make money while lying on a beach’—i.e., your enterprise can run without you being there every second to manage it;
b. the enterprise is scaleable—outputs grow non-linearly with inputs—i.e., more hours worked will produce way more money for you;
c. you have reversed out the work—let your suppliers and customers do the work for you like, say, dig.com does;
d. you can mass customize products and services for clients in a cost effective manner;
e. you can connect with new clients and customers in a cost effective manner using things like social marketing!

The entire global economy has to move up the food chain and the only way to do this is to invest in education, medical care and social order, which happen to have been Canada’s priorities for the last 50 years. We have it right, now we just need to execute the plan.

Find Pre-launch and Launch Customers and Sell, Sell, Sell
Business Week published (Seton Hall University, Stillman School of Business study, August 25, 2003) their take on why most businesses fail. I’ll bet you that their top five reasons (too much debt, inadequate leadership, poor planning, failure to change and inexperienced management) are in fact related to number six on their list: not enough revenue.

To me, a business that does not generate enough revenue is probably (by far) the biggest cause of business failure. Perhaps, they are not generating enough revenue because of inadequate leadership, poor planning, failure to change and inexperienced management, which also means they can’t meet their debt obligations. In other words, they may not be interpreting their stats in quite the right way in as much as their independent variables are not truly independent and, hence, their take on causation might be wrong. 

What are the three most important things for a startup to focus on? SALES, SALES, SALES. The focus on sales is also an important requirement for established businesses. I mean how long do you think mighty IBM would last if it didn’t collect its receivables? IBM sells around $85 billion worth of goods and services a year (one customer at a time, btw) so that means around $7 billion a month. If they don’t collect for two months that means that they would have a cashflow shortfall of $14 billion so my guess is that even IBM would be in serious trouble in less than 60 days.

Today, if you have enough revenue, you will get financing, not the other way round. This is the lesson of the false boom of the late 1990s when VCs and others financed startups with interesting business models but no revenue prospects. This has never worked, in any age.
If you have enough revenue, you can meet the cashflow demands of debt servicing costs so a focus on revenue growth is vital. One needs to not only generate the revenue but collect it too. This seems self-evident but a lot of startups don’t do billing, invoicing and collections very well and many don’t do selling or pre-selling very well either. 

In my experience, the number one reason for failure is the absence of buoyant revenues. I mean how many businesses have you heard of folding if their revenue numbers are going up and up? 

Remember the Golden Rule: “He/she who has the gold, rules.” Put another way: “Cash is King (or Queen).” If you have real customers and real clients and real cashflow, you have POWER.
Another thing you have to do is find launch clients. As soon as you come into contact with a real customer, you business model is likely to change (for the better). Clients who plunk down their money (this is called a deposit), give you additional confidence that you are on the right track.

NHL hockey fans in Ottawa gave us $22 million in cash (deposits on season tickets and sponsorships (signage, media rights, pouring rights, product rights, etc.)) for the expansion Senators in December 1990, some 22 months before the first game was played (in October 1992)!

Execute Expertly, Show Leadership and become a Trusted Member of your Community and Business Ecology
Jack Welch and Suzy Welch in a Business Week article (Feb. 4, 2008) state that a CEO (and a prospective President of the US in this an election year in the US) need five basic leadership skills:

1. They need to be authentic and, hence, trusted;
2. That have to have vision and be able to communicate that;
3. They have to be able to hire great people and sometimes fire them too;
4. They need to be able to bounce back from a setback;
5. They need to be able to “see around corners”; to notice changes in their markets pretty much before anyone else does.

They also mention another requirement which I would put under the category of management rather than leadership:

6. They have to be able to execute.

These are pretty good guidelines. I would think that they also apply to entrepreneurs but I think entrepreneurs need a few more:

a. They need to be able to sell;
b. They need to be able to control costs;
c. They need to be able to make up their own rules as they go along;
d. They need to be creative in many of the things they do;
e. They have to bring a sense of urgency to each day;
f. They don’t take ‘no’ for an answer;
g. They need to buck the system and be comfortable doing it;
h. They have to be self reliant;
i. They need to be able to deal with risk and uncertainty;
j. They have to be able to set and achive goals but be flexible enough to change their plan in an instant;
k. They need to be able to borrow best practices from wherever they find them;
l. They need to know when it is time to give up on a business and start something else;
m. They need to be able to work long hours and to be effective during that time;
n. They have to set priorities;
o. They have to see their whole business ecosystem as part of their TEAM;
p. They have to understand human psychology: the psyche of their employees, their clients, their suppliers and they have to be better poker players than they are chess players- they need to be sympatico;
q. They need to be humble, learn from their mistakes and never make the same mistake twice;
r. They never try to go back and revisit something that didn’t work already once- they just move on;
s. They can cope with high levels of stress.
I am sure there are a ton more characteristics of successful entrepreneurs but this a pretty good list to start with. If you get 70 or higher on our ECQ Test, you probably have what it takes to be an entrepreneur. 

Take the Test: http://www.dramatispersonae.org/ECQTest/ECQ(ns)TestAuto.htm. 

There is nothing more important for you and your career than your ethics and your reputation.. When I was just starting out in business in 1982, a wealthy lawyer by the name of Kent Plumley (he made a lot of his money as an early stage investor in Mitel and later in Newbridge) told me: “Bruce, the number one thing you have to remember is: protect your reputation.”

I thought that was easy for Kent to say, given that he was sitting on millions. But as I grew older I realized he was right. Do you know why?

Well, here is how it works:

1. You work hard (for years) to establish a reputation for good work, high ethical standards and trustworthiness.
2. Trust creates an environment for you where clients will send you more and more of their work.
3. Trust creates an environment where your clients will refer other clients to you.
4. Trust gives you breathing room when you do make a mistaken—people will cut you a lot of slack even then because they trust you.
5. Trust creates a personal brand for you individually, independent of your law firm or accounting practice.
6. If you change firms, your clients will follow you because they trust you and have confidence in you.
7. Trust creates a brand and a brand creates a marketing opportunity and you can turn that market into sales or as my wife, Dawn likes to call it ‘IGA money’, money you can touch, feel and spend. 

One of the best recent examples I have seen of this process at work is the current marketing for Clarica. Their television ads are done with a sense of humor and have made a lasting impact on the marketplace I am sure. But why would Clarica have invested hundreds of millions of dollars in a marketing campaign like this? It is instructive to find out why.

First, let me ask you another question. How many of you have wanted to get up off the couch after watching one of their commercials and place a call to a Clarica agent to buy some life insurance? I don’t think there is even a call-to-action at the end of theses commercials; selling life insurance is not like selling K-Tel slicers and dicers: “Call now; operators are standing by to take your order at 1-800-555-5555!” Well selling legal and accounting services isn’t like that either (or at least, mostly, they’re not. You have to ignore the later night commercials by lawyers asking if you have recently been injured an accident.)

So why does Clarica do it? If you look at the diagram above, they market through a marketing process to build their reputation and brand. A good reputation and solid brand creates trust in Clarica in the minds of the public. So when a life insurance salesperson sits down with John and Sally Smith in their living room to sell them life insurance, John might say: “Oh, I have heard of you!” John and Sally already trust the salesperson before their meeting ever takes place. 

They trust Clarica a heck of a lot more than they trust, say, the Pirate Insurance Company of Kinakuta, who they have never heard of before and who hasn’t spent a ton of money creating their brand and a reputation.

Note that Clarica doesn’t sell a thing through their marketing; they have established a separate sales process (having thousands of life insurance agents out there, making meetings and actually doing the selling.) Lawyers and accountants can learn a lot from this example I think.

Note that a sale, any sale, actually gets completed because of trust—the client trusts you and, therefore, they are willing to buy from you. That’s the real secret to selling—creating trust. Remember, people like to buy from people they like and trust.

When I was starting out, one of the real estate lawyers who helped me also helped herself. We noticed that whenever we were closing on a property, another developer always seemed to be in the same area, sniffing around. It wasn’t long before we figured out there was a leak in the law office we were using at the time and, with the help of the senior partner, we set about trying to prove it. Unfortunately, it turned out to be the case. It was a devastating blow to the firm and the lawyer involved was summarily dismissed. She was never a significant player after that in the real estate business in Ottawa.

I don’t care what city you practice in a small city like Ottawa, a mega city like NYC or a city like Buenos Aires, the Paris of South America. Every city is controlled by a small number of business and political leaders. In Ottawa, the number of real movers in tech or real estate or any other major economic engine probably numbers no more than 500. In NYC, it’s more but probably not more than 1,500. So it’s a small number really.

What that means is that if you muck up your reputation, you probably have to move. Better to keep it in the first place, right?

Make Your Own Rules and Set and Achieve Your Goals
One of the hardest things for my students to learn is that there are no rules in the field of entrepreneurship. By that I don’t mean that you go outside the Law; I am not talking about those kinds of rules. You always obey the Law and protect your reputation; the latter is the most important thing you own BTW.

But how many times have you heard: ‘We don’t do it that way because it isn’t done like that and, anyway, no one else does it that way either’? Entrepreneurs are constantly asking BIG questions and thinking of ways to do things differently. It is usually this kind of creativity in EXECUTION that creates the most value for entrepreneurs. Fred Smith’s brilliant insight that he could develop an overnight package service (Fed/Ex) by reducing a 50 by 50 matrix of origins and destinations (with its impossible requirement for 2,500 overnight flights) to a handful of flights by developing a hub and spoke system was responsible for one of the great startup success stories of the late 20th Century.

Let me give you another example.

Gino Rossetti from Detroit asked the owners of the Detroit Pistons on a visit to Joe Louis Arena: ‘How come the people who pay the most (i.e., suite holders) are the furthest away from the floor?’ Joe Louis only has one ring of suites, which are located at the nosebleed level.
The answer was that all arenas are built that way; it’s just the way it’s done. Gino whipped out his sketch pad and said: ‘What if we had two lower rings of suites– the first one just 12 rows from the action on the court?’ 

That single insight revolutionized arena design and economics. It not only increased the number of suites in these buildings, but people also paid more (a lot more) for private suites close to the floor or ice surface. Plus it gave the ownership committed revenues (because they signed 5 and 10 year deals with leaseholders) and it gave them the ability to finance new arenas on a commercial basis. Additionally, it created the opportunity to bring all the seat holders closer to the action because the balconies created by the lower rings of suites could be stacked closer to the arena level much as in an Opera House with rings of private boxes.

Less volume in the building creates a less expensive but more intimate structure which benefits not only the fans of major league sports but concert goers too. So Gino gave the world not only a much higher revenue-generating sports facility but there a qualitative improvement too. 

Students often ask me how prices for new products or services are arrived at. They seem to feel that there is some form of government control or other, officially approved, algorithm that generates a price. I tell them the story of Butch Cassidy (in the film BUTCH CASSIDY AND THE SUNDANCE KID) when he was challenged for the leadership of the gang in a knife fight. Butch says: “Before we fight, I have to explain the rules.” His opponent, a giant of a man, says: ‘Rules, in a KNIFE FIGHT?’ Butch then walks up to him and kicks him in a vulnerable spot and then stomps him into the ground saying; “Rules? There are no rules in a knife fight.’

Pricing is a bit like that. In a competitive marketplace, you can charge whatever you like. It may be above your cost (often way above, in, say, the marketplace for baseball players), at your cost or even below cost (these are called loss-leaders; e.g., selling below cost milk to get folks into your supermarket. Ever notice how the milk is always furthest from the door in every store– that’s to get you to impulse buy when you are walking through the facility.)

Rules? There are no rules in entrepreneurship; you get to make up your own. You just have to hope the set of rules you choose, works; i.e., they underpin a viable business model.

Lastly, I am not a big believer in detailed planning. I am a big believer in having great business models as you know from reading this essay but plans, well, they are usually out of date shortly after you finish writing them.

Good Generals know that war plans are out of date the moment you make contact with the enemy. Your enemy is not just going to sit there with large KILL ME signs taped to their backsides. They are going to move and react to what you are doing so if your troops can’t show some adaptability in the field, they are likely to wind up dead.

Entrepreneurship is like that. Your competitors want to kill you; don’t kid yourself about that. They want to buy you out by taking your customers away from you, one at a time. As Tom Cruise said in Jerry McGuire: “We live in a cynical world. A cynical world. And we work in a business of tough competitors.”

One way to counteract that is to set goals for yourself and your team, both near term goals (like monthly sales targets) and longer term goals (we will get x% of the market by year’s end). Tell your goals to your staff, put them up where everyone can see them—democratize information!

Also, get rid of negative language. Never say: “I’ll try.” Say and think to yourself: “Ill do it.”
Humans are uniquely able to visualize, self actualize and internalize goals. If you can see yourself doing something, your chances of doing it are much improved. When I was 11, I was the youngest member of our gymnastics team but I had a hard time doing one particular flip off the springboard and over the high horse. Our gym teacher, a tough task master by the name of Major Anderson told me on a Thursday that if I couldn’t do it by the following Tuesday, I was off the team. I practically cried when he told me that.

I practiced and practiced but could never get it right. I knew on Monday I was cooked but that night, I had a powerful dream—I saw myself hammering that springboard and doing a perfect flip. The next day I went into gym class and a couple of the guys were sniggering as I lined up to attempt the flip. I executed it perfectly and made the team.

Dr. Bruce
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Truth/Smart Truth 
Posted on Monday 11 February 2008 

A friend of mine, a litigation specialist, once told me that you need to tell the ’smart truth’, especially in court cases. Obviously, you need to tell the truth but he insisted that you had to be smart about it.

I had no idea what he was talking about. I knew that litigation was tricky and that lawyers who do this for a living can think around corners and can usually outwit and outlast most witnesses. They often ask you the same questions at different times, for example, in different ways, waiting for you to answer differently and, hence, to catch you in an inconsistency. Once you have been caught in an inconsistency, your credibility as a witness goes down the toilet.

So I knew this and also not to volunteer too much. Don’t elaborate on your answers and, in fact, just repeat yourself as often as you need to without changing or adding to your previous answers. 

But the ‘smart truth’ was something different. One of the best examples of this comes from the marketing department of the Coca Cola Company—they invented a Coke vending machine that would raise prices whenever the temperature climbed. They proudly sent out a media release to that effect and got tarred and feathered in the press over this. Consumer reaction: “Geez, just when we need as drink, the darn Coca Cola Company goes and raises the price.”

How should they have worded their release? They should have said that they had invented a machine that would lower the price of a soda when temperature falls. The message is the same but its impact on the marketplace is vastly different. Coke never introduced these machines.

When I was on the stand in front of the Ontario Municipal Board defending the land use plan for what is now the home arena for the Ottawa Senators, I was afraid that the lawyer representing the Ontario government, Tom Lederer, would ask me: “Doesn’t the plan for West Terrace (the lands around the Palladium, now called Scotiabank Place) look a lot like downtown and, if so, why isn’t the arena downtown?”

I could see him heading in that direction and, at the time and under pressure after three and a half days on the stand, I didn’t really have a very good answer.

The truth is: “Yes.” But the smart truth is: “No.” How can both be honest answers? Fortunately for me (and Ottawa hockey fans), Mr. Lederer never asked me that question. I had nightmares about it for weeks after the hearing (which we eventually won). But one night, about two months later, I woke up at 3 am, laughing. I had the answer.

The smart truth is: “No, the plans for West Terrace are nothing like downtown because, if we put the arena downtown in, say, the Glebe, we would be putting the facility into an already established community where thousands of people already live. Our plan at West Terrace is to build the arena first so people who eventually come to live around it or work there have self selected for that area—they have chosen that lifestyle.”

Recently, a friend of mine, Steve Silver, gave me a book: Moshe Kranc’s Guide To Management (Devora Publishing, 2004). There is a good story in it (pp. 226-227) that contains elements of Guerrilla Marketing*, the Who Pays Who conundrum and Smart Truth.

Theodore Roosevelt’s 1912 campaign printed three million pamphlets that accidentally contained a photo of the future President whose copyright was owned by Moffet Studios. Unfortunately, they had not asked Moffet for permission to use the photo before the print run was completed and there was concern that the campaign could be asked for up to $1 per copy—a cost they could not afford. Instead, Teddy Roosevelt’s campaign manager sent Moffet a telegram saying, in essence, how much Moffet would pay them for the privilege of having their photo distributed in Mr. Roosevelt’s literature. It would be good promotion for them… This is another example of the use of smart truth.

It also raises the question of Who Pays Whom that is certainly relevant in today’s economy. A big dustup a few years ago between Time Warner’s cable system and ABC (owned by the Disney Company) illustrates that this is a non trivial problem and opportunity. 

Should ABC pay Time Warner because Time Warner owns and controls the connection to the home and, unless ABC pays Time Warner, they can’t get access or should Time Warner pay ABC because ABC has the content that people in those homes want to (and pay to) see? The answer is: “It depends and, sometimes, it depends (as it did with Mr. Roosevelt’s campaign) on how the question is asked.”

(* Also, as a side note, Mr. Roosevelt’s campaign was using an old form of guerrilla marketing—the handbill. The handbill is, literally, a pamphlet that is transmitted from hand to hand and can be a very cost effective and savvy way to market your product or service.)

(** It is also a demonstration of the power of asymmetrical information. Had Moffet known that three million pamphlets had already been printed, I would imagine the negotiations might have turned out quite differently. Many people and organizations make a living out of asymmetrical information. Why do most lawyers pay for and use the Lexis Nexis legal data base instead of compiling the information themselves or perhaps better maintaining their law libraries? The information at source (legal decisions) are, by their very nature, public documents and ‘free’. Why do land speculators typically do so well if they are patient? They typically have more information about the direction of city growth than sitting landowners do and get there before the big developers do. It is timing, speed and information that they rely on…)

Dr. Bruce M. Firestone, Ottawa, Canada. February 2007.
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The World’s Greatest Website—Bruce’s Ten Rules 
Posted on Sunday 3 February 2008 

Maybe not the world’s greatest website but certainly the single most valuable webpage is Google’s homepage. If you dropped in tomorrow to www.Google.com and the only thing you saw was the search bar, you probably wouldn’t even notice that the words on the page had disappeared. And for 99% of users that probably wouldn’t much matter either.

For engineers, machines with no moving parts are the sine qua non of design. Take for example one possible design for the Clock of the Long Now. If you have a long enough pendulum, the earth’s rotation will cause it to move in a predictable orbit—which is, of course, what a watch does. So as long as the earth keeps rotating, you have a way to mark time. (This is, by the way, a non, trivial problem—just try to think of a way to power a clock without human intervention over a period of time measured in millennia let alone geologic time.) 

Well, I believe that the ultimate website has the fewest possible elements and, apparently, I am not alone. There is the urban legend of the emailer who wrote to Google at irregular intervals with cryptic messages like 33 or 40 or 49. No one at Google could figure out the code until one day they realized that 49 meant the number of words on Google’s Home Page—and they also understood that they were getting lazy. More words meant moving further away from the ideal Internet machine.

So Bruce’s Rule # 1:
Keep it Simple.
The next time a web designer tells you that he or she can make your site look as good as Yahoo’s (just count the number of words on that home page!) tell him or her: “It’s OK, I’ll configure it myself.”

Bruce’s Rule # 2:
Do it yourself—disintermediate the techies.
When I am wearing my other academic hat (as an urbanist), one of my favourite authors is James Howard Kunstler. He has a website like mine—simple, not very design intensive, one he can add to himself at 3 in the morning if he wants to and one that dedicated readers can use if they put their minds to it. It’s basically a dump of James’ mind—see http://www.kunstler.com/.

If you need to tell a techie to change this or that, it really destroys a lot of the value of the site. It removes immediacy since it takes too long to make changes. If you are the CEO of a large company, you need to have your own PWS (Personal Web Site) and pull your direct reports and others to your site so they can know your mind. Mass emails to your workers doesn’t work worth a darn—most of them don’t even open your emails and, if they do, most of those don’t read them. By contrast, people who voluntarily come to your website are very interested and need to know what you are thinking.

I had 45 minutes instruction from a colleague more than a decade ago on how to do the basics—link pages, add photos, use FTP software to move pages to our server. The rest I self taught. If I can do it in my 40s and 50s, you can too. No excuses.

Bruce’s Rule # 3:
Go directly to the working interface.
I hate sites that you land on and then you have to click through an intro page (“skip into”, what a moronic thing to do to your audience), then through a PR page to finally maybe get to where you need to go.

The Internet is not a beauty contest—it’s about getting work done and the killer app is the browser.

So if you need to do a search, just get to the search bar! Have a look at my friend Rob Hall’s webpage for his domain name registrar—www.domainsatcost.ca. There is no doubt where you put in the words to figure out whether mygreatcompany.ca or mygreatcompany.com is available. I learned from Rob that the call to action has to be ‘above the fold’ just like a newspaper story—as soon as you log on to DAC, there is the search bar (on the top half of the page) to start the process of registering the domain name for your next great company.

Bruce’s Rule # 4:
Don’t spend a lot.
I have about 20 websites—I have actually never counted. I do them all (almost all) by myself (I know—it shows. I am engineer not a designer.) My friend and former student, Dan Cardamore, maintains my server for free and I use a low cost registrar (not the cheapest but pretty low cost and a really great tool for managing the domains and the DNS (Domain Name System) that actually allows websites to resolve when you type in their addresses). So other than paying for my domain names (about 10 bucks each per annum and I have about 30 or so), my websites cost me zero.

Also, there are a ton of sites out there that, for a cost, say they will either: a) send you a lot of traffic (so you can make money from utilities like Google’s ad sense); b) raise your Search Engine rank (this is called, SEO, Search Engine Optimization) or c) show you how to spend your advertising and marketing dollars wisely if you decide to place text ads for your business with Google or another search engine…

My advice is: DIY, Do It Yourself. Most of my websites are interconnected; that is they link to each other and, over the years, more and more sites link to mine. This raises my Search Engine rankings a lot. Recently, I put in the name of my former place of work into a major search engine and most of the search results directed folks to one of my websites: this was unintentional, I assure you, but it shows you the power of interconnectedness. 

(Most Search Engine algorithms are tade secrets but it’s not hard to figure out what the key variables are: obviously total traffic coming to the site but also how many sites link to your site (not the other way round) and keywords you use in your source documents and on the site. Put your keywords in the “Properties” description of each page of your website. For example, if you have a plumbing website, you need to carefully describe each page in the “Title” and “Properties” source code so that when people type in ‘leaky faucet’, search engines can find your website. 

Now a lot of websites put on their pages and in their source code a thousand keywords, some of which have really nothing to do with their sites. Again, this is a kind of fraud: DON’T DO IT. If someone is looking for help with a leaky faucet, don’t redirect them to your Technology Consulting firm. This is just reverse marketing and undermines the original ethic of the Internet as a place of freedom and respect for other netizens…

Also, remember that search engines’ spiders can find practically anything. If you have a webpage that you want to keep private, even if it has no links to anything else on the Internet and no links from anywhere on the Internet to the page, the spiders will find it. If you have, for example, client confidential material you want clients to see but no one else, those pages must be in a secure, password protected space.)

One thing for sure, don’t try to engage in any kind of ‘click fraud’; inflating your hit numbers. Not only is this unethical and possibly illegal, it will get you kicked out of Google’s ad sense network and your revenues will drop to zero. And they will NEVER let you back in.

You certainly can exchange links with all your pals on the web: this is called a partners’ page and it can help with your search engine rank. I only do this sporadically and only if it is actually relevant to my site but this is one way to raise your profile and start generating traffic, if that is your goal. 

Bruce’s Rule # 5:
Own your own websites and all their IP.
I wish the Internet was where it is today when I was 20. I would have collected all my IP over my lifetime on my own server. Maybe so I can make money from it (although I don’t allow any overt advertising on my websites that I maintain for my students) while “I am lying on a beach” or maybe so I can pass on any wisdom I may have gained to my five kids or to others who may have some interest in what I have learned.

One thing for sure, you at least want to keep your email contact list somewhere where your previous employer can’t insist that it belongs to the Company! That would suck if you lose your contact list just because you change jobs.

Bruce’s Rule # 6:
Use others’ utilities.
Sheesh, why reinvent the wheel? If you want an e-commerce platform, for example, don’t create your own. For a few cents per transaction, there are tons of folks out there who will let you white label theirs.

That’s the kind of thing that Governments do—like the GOC did when they set up the long gun control registry. You can buy a perfectly good d-base system from SAP or Oracle to keep track of a few measly million items dirt cheap—a couple of million or so ought to do it. But, oh no, the Government of Canada had to have the Rolls Royce—a proprietary system of their own. That cost Canadians over $1.2 billion (yes, BILLION) for a system that doesn’t work properly.

How dumb is that. Do you know how much time and money SAP and Oracle have invested in their products to make hardened data base products? Billions and billions and many, many years of really smart people putting their full time efforts into it.

And you can rent that for a song!

Think about Google’s ad sense. You can add that to your website for free and, if you get decent traffic, Google will send you money, maybe a lot of money. Or you could go to your local pizza joint and try to sell them a display ad on your site yourself. That takes a lot of time. Don’t even think about trying to create your own ad sense utility—are you crazy?

Bruce’s Rule # 7:
Faces count.

For me, the Internet is like an alternate universe where I live part of my life. So do lots of other people. Next time you look at a newspaper or magazine, check out the ads carefully. Notice how you stop at ads that have faces associated with them.

Same for the Internet. My personal history is online at: http://www.dramatispersonae.org/ShortFormResumeParsed.htm. There is my mug shot looking out at you, hopefully winning you over with my nice smile. (Actually, they should never take photos of anyone over 50—somehow the Indians were right—you fade as you get older and the more photos of you, I think, the faster you go!)

Bruce’s Rule # 8:
Reverse out the work.
The Internet allows us for the first time ever to create scaleable enterprises out of service businesses, construction businesses and products businesses.

Let your suppliers and your clients find each other through the intermediary of your site. Lava Life does just that. Do you think that there are a ton of clerks somewhere poring over your CV trying to match you up with the perfect date? Nope. You are doing all the work. They make the money, you do the work.

Bruce’s Rule # 9:
Mass customize.
Again, the Internet allows you to make your customers do all the work. Go onto Dell’s website and you can customize a PC built exactly for you to your specs. When you do this millions of times, it is called mass customization and this is the first time in history that this is possible (on a scaleable, efficient basis). 

Bruce’s Rule # 10:
Democratize information.
I can’t believe the number of people who hoard information. I don’t get it. Builders never seem to want to let people know exactly what they are charging for a home, a lot or potential upgrades. Ever heard of secret shoppers? Every builder knows what his or her competitors are doing. Sheesh, they have their employees buy homes from their competitors. They have their contracts, their pricing, their upgrades, their scheduling, everything.

I run a really simple real estate site—www.OttawaRealEstateNews.com and www.OttawaRealEstateNews.ca. This is really primitive. It’s just a laundry list of stuff that is available. I always put prices on it. If I am selling a $3 million development site, I don’t want folks who are looking for a $150,000 hobby farm to call me and be disappointed—it saves them time and me embarrassment.

Talking about democracy—James Howard Kunstler puts his traffic counter on his site for everyone to see. I do that too. I only count unique visitors—not page views, that just inflates your numbers but doesn’t really tell you much.

Well, those are my ten rules. I am sure there are many more that could be added but, it’s a start!

Dr. Bruce
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Leadership Skills 
Posted on Saturday 2 February 2008 

Jack Welch and Suzy Welch in a Business Week article (Feb. 4, 2008) state that a CEO (and a prospective President of the US in this an election year in the US) need five basic leadership skills:

1. They need to be authentic and, hence, trusted;
2. That have to have vision and be able to communicate that;
3. They have to be able to hire great people and sometimes fire them too;
4. They need to be able to bounce back from a setback;
5. They need to be able to “see around corners”; to notice changes in their markets pretty much before anyone else does.

They also mention another requirement which I would put under the category of management rather than leadership:

6. They have to be able to execute.

These are pretty good guidelines. I would think that they also apply to entrepreneurs but I think entrepreneurs need a few more:

a. They need to be able to sell;
b. They need to be able to control costs;
c. They need to be able to make up their own rules as they go along;
d. They need to be creative in many of the things they do;
e. They have to bring a sense of urgency to each day;
f. They don’t take ‘no’ for an answer;
g. They need to buck the system and be comfortable doing it;
h. They have to be self reliant;
i. They need to be able to deal with risk and uncertainty;
j. They have to be able to set and achive goals but be flexible enough to change their plan in an instant;
k. They need to be able to borrow best practices from wherever they find them;
l. They need to know when it is time to give up on a business and start something else;
m. They need to be able to work long hours and to be effective during that time;
n. They have to set priorities;
o. They have to see their whole business ecosystem as part of their TEAM;
p. They have to understand human psychology: the psyche of their employees, their clients, their suppliers and they have to be better poker players than they are chess players- they need to be sympatico;
q. They need to be humble, learn from their mistakes and never make the same mistake twice;
r. They never try to go back and revisit something that didn’t work already once- they just move on;
s. They can cope with high levels of stress.

I am sure there are a ton more characteristics of successful entrepreneurs but this a pretty good list to start with. If you get 70 or higher on our ECQ Test, you probably have what it takes to be an entrepreneur.

TAKE THE TEST.

Dr. Bruce

Prof Bruce @ 8:14 pm 

Filed under: 25 Steps to Business Success and Creativity and Value and Political Economy and Pre-selling, Finding New Clients, Keeping Existing Ones and Rules? There are no rules in entrepreneurship. and Test your entrepreneurship skills -- online quizzes and Why Businesses Fail and Work/Life Balance 

No Comments
