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Introduction
Everywhere you turn today, people are blaming the international recession on ‘the sub-prime mess’. But whoa, hold them horses; a sub-prime borrower could be your son or daughter, your mother-in-law, your best friend or you and me.

Let’s first remember why we have a sub-prime lending market in the first place—it is to make more of our citizens, homeowners. There is the idea that homeowners make better citizens because—

1. They have bought-in to social norms and have a stake in their societies.
2. They benefit from owning their own homes in terms of forced savings (that part of their monthly mortgage that goes to paying off the principal).
3. They have some inflation protection.
4. They have security of tenure (they won’t get kicked out by a Landlord).
5. They can customize their homes to their own individual tastes and needs.
6. They care more about their neighborhoods.
7. They are vigilant with respect to crime, vandalism and graffiti.
8. Home equity is the number one source of capital for starting a new business.
9. Home equity is also one of the most readily accessible emergency funds.

In Canada, it has been the goal of our government since the immediate post-war years to increase the percentage of Canadians who can own their own homes. This has also been true in the US, Australia and other nations. In fact, planning for post-war reconstruction began before the end of WWII—as early as 1943 and 1944 when it became apparent that Germany would likely lose the War.

Central Mortgage and Housing Corp (now renamed Canada Mortgage and Housing, CMHC) has been in the business of guaranteeing home mortgages for sub-prime borrowers for a long time—they do this through a self-funding program that adds a point or so to the cost of your home mortgage when you are a highly leveraged Buyer (up to a 95% loan to value ratio in most cases).

Ask most people how much money they can save and, if they are honest, they will tell you: “Not much.” Even relatively good savers, once they have saved $5,000 or $10,000, can resist spending it on a new PC, laptop, vacation in the DR, downpayment on a new car, what have you.

But most people will think twice about accessing their home equity for anything other than a major crisis or to start a new enterprise.

These days with unemployment soaring practically everywhere, the thought of owning your own home and owning your own business, looks pretty good. I don’t know about you, but I wouldn’t like anyone tapping me on the shoulder and telling me: “We don’t need or want you anymore, you’re finished here, get out, you useless bugger.”

Of course, outplacement firms handle it better than this but don’t tell me that what you hear and what they say are the same. What they say is: “Due to the overall economic situation that the company faces, you will have to find a job elsewhere. We have services such as CV preparation and an outplacement office you can visit every day and we have an industry-leading severance package for your review and, if you like, the review of your counsel.”

What you actually hear is what I wrote above. It hurts, a lot. Politicians often say that they are immune to criticism. Don’t believe a word of it. They are incredibly SENSITIVE to negative stories about themselves. Employees are too.

The Analysis 

Now it isn’t hard to figure out what the Internal Rate of Return, IRR is for a sub-prime borrower in normal market conditions.

Let’s say that your brother-in-law buys a $245,000 home with 5% down ($12,250), pays 4.5% for his mortgage and another 1% to CMHC for insurance because he is a sub-prime borrower. He holds onto the house for five years and then sells. Real estate inflation is 2.25% p.a. and he ‘pays himself a rent’ (this is called an imputed rent) of $1,675 per month.

You can look at the imputed rent as what he would have had to pay for a rental accommodation of similar quality for himself and his family.

Now under these assumptions, he bought the home for $245,000, he will sell it for $273,800 and he will pay some transaction fees (basically legal costs and real estate fees) of $14,492 so he nets around $259,339.

Remember he started with $12,250 and he ended up with $66,085 after five years, made up of: a) getting back his original equity of $12,250 when he sold the home, b) pay down of the mortgage principal of $37,254 (I used a 20 year amortization, which in conservative Canada is more typical than a 35 year amortization that they tend to use in the US, which lowers the monthly payments but significantly increases the total amount of interest he will pay and significantly decreases that amount of principal he will pay down in the first years of his mortgage) and c) $28,831 from the increase in the value of his home less his original equity (don’t double count!). 

Now you tell me, how many of your friends can save $66,692 in five years (or $63,843 if we ignore the contribution by imputed rent in Years 1 to 5) and how many can make an IRR on their equity of 42.1% p.a.? 

How about what happened to me—I gave a major private bank $100,000 in 1995 to invest for me in the Bank’s mutual funds. In the greatest stock market boom in the last 150 years (since the first days of the railroad revolution when everyone thought that there would be a RR going to everyone’s home and business and everyone bought speculative RR stock issues like they were buying a regular coffee for a nickel), the Bank LOST $8,000 of my money. I never once got the promised monthly statement and when I finally insisted on a report in 2000, I realized they had churned my fund over and over again and that they had four of the worst ten performing funds (this is out of 1,000 CDN. mutual funds). I asked for my money back—I told them I wasn’t angry, just ‘gimme my money back’. A monkey throwing darts at a chart of 1,000 mutual funds would certainly have done better. My father-in-law, Ken MacMillan, an old timer with a conservative bent, got the last laugh—he believed in CASH like most people believe in drinking rum while lying on a Caribbean beach.

I have uploaded my simple IRR model to my server and you can download it in .xls format by clicking here. I included a case where you have a more normal down payment of 25%.

In that second case, you put down $61,250 as your downpayment on the $245,000 home, your interest rate is lower (since you don’t have to pay CMHC insurance for a high ratio mortgage), your imputed rent remains the same.

Now your IRR on your equity is lower (a still respectable 19.9%) and the cash in your jeans at the end of five years is $137,503 (or $107,633 if you ignore the imputed rent).

You can see that, relatively speaking the high leverage home buyer has done better: your brother-in-law turned his $12,250 investment into $63,843 for a multiple of 5.2 while the more traditional homebuyer who put down $61,250 turned that into $107,633 for a multiple of 1.8. Both are good results but the higher leverage returned relatively more.

This points out an important fact—almost no one becomes wealthy from saving—the only way to wealth is through investing. 

I also include in the spreadsheet a leverage summary—if you take your 25% down and buy 5 (rental) properties instead of one, you end up generating a ton more cash in five years: $197,307! Refer to the spreadsheet for details on how I calculate that.

Downside
Now for the downside: if the market goes down by more than 5%, you are upside down on equity. That means your equity is wiped out and banks will get very nervous. They may well refuse to renew your mortgage when the renewal comes up or will insist that you top up your equity so that, if they have to foreclose on the property or power of sale it, your equity may be wiped out but their loan is protected.

But in a market like we are experiencing now, you might find that the rental market actually ticks upward. As Banks foreclose more and more people—they have to live somewhere. Rental vacancies might go down and rental rates might actually increase.

Upside
But I like to remember what Warren Buffett has said many times over the years—“If you haven’t sold (stocks) in a down market, you haven’t lost anything. So why worry?”

This is also true in a down market in real estate. As long as your home or your rental portfolio can cashflow itself, stay with it. Real estate corrections happen but in Canada, the overall market direction is up by 2% p.a. or more over a very long period of time.

There have been many downturns in the real estate market but it is still the one, time-tested way of creating wealth for yourself and your family. Most of the great fortunes in Europe including Elizabeth Windsor, Queen of England, and the Holy Roman Catholic Church are largely real-estate based.

Types of Return
There are essentially three types of return in real estate:

a. cash on cash;
b. real estate inflation;
c. forced savings (this is a wealth effect) through the pay down of principal each month.

Cash on cash means that you are making some money from the property each month. You should NEVER buy property that is cashflow negative on a monthly basis hoping that inflation of forced savings will bail you out.

Real estate inflation and the wealth effect both accrue to the equity holder. This is why comedian and actor Chris Rock has said: “Shaq O’Neal is rich but the man who signs Shaq’s paycheck is wealthy.” If you control assets, you are wealthy or, at least, have the possibility of wealth.

Conclusion
I don’t believe that sub-prime mortgagees are to blame for the financial meltdown in the marketplaces of the global economy. They are being unfairly blamed. In Canada, we still have CMHC standing behind homeowners who can only come up with 5% down. Good for Canada!

The folks on Wall Street engineered complex financial products that practically nobody understood. They sold sub-prime mortgages as if they were prime mortgages and have done an incredibly poor job of managing those portfolios. Why should they care? They sold the portfolios and made huge fees. The suckers who bought them now are stuck with millions of mortgages, some of which they can’t even find the paper on. Try managing that.

It is always the poorest members of our society who pay for the ridiculous bonuses and fees paid to these people. Sub-prime borrowers, who can least afford it, pay the highest interest rates on their mortgages, their credit cards, on OAC financing in stores, for services they buy—everyone builds in an extra margin for risk for them. 

Plus it is almost certainly the middle class, the poor and the SMEE sector who will pay for the bail out of Wall Street Bankers, Insurance Companies and major corporations who have enough political clout and can hire the best lobbyists, through higher taxes and more costly services. It has happened before—when Canadian Banks went out of their minds and loaned excessive amounts of money to Third World Nations in the 1980s (which were never paid back), ordinary Canadians and SMEES paid about two points more to the Banks for the next ten years to restore the Banks’ capital bases.

We should not allow banks to foreclose on properties where borrowers have solid payment histories just because the Masters of the Universe on Bay Street and Wall Street have gotten frightened and decided to shut down their funds and call their loans. This is counter productive, smacks of panic, craters the resale and new home markets and undermines 60+ years of efforts to turn our countries into nations of homeowners.

Prof Bruce

ps. if you want to learn more about HOW TO OWN YOUR OWN REAL ESTATE, read:

If I were King of Exxon
Why Invest in Real Estate
Prof Bruce @ 11:59 am 
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Introduction
We have all heard the saying: “God only helps those that help themselves” and it has never been truer than in today’s economy.

In Canada and the US, national governments have announced massive stimulus and rescue packages but their efficacy has yet to be proven. Personally, I think the word ‘massive’ is misplaced. In Canada, the GOC (Government of Canada) is planning to spend around $30 billion over the next two years to get the economy going. That sounds like a lot of money but in Canada’s economy that works out to about 1% of GDP per year—big but not really massive. The US stimulus is proportionately bigger but still how much impact will it really have? No one knows. The US situation is more critical but we will just have to wait and see.

I think that former Prime Minister Jean Chretien’s approach to the last Canadian recession in 1993 and 1994 was more nuanced. He announced a (relatively puny) $2 billion infrastructure program. Then he went around Canada and made hundreds of speeches saying: “Canada is No. 1. The UN says so.”

Between his sunny optimism, his confidence in the nation and himself, the leverage that the GOC got from his modestly-sized infrastructure program, the financial discipline he and his Finance Minister Paul Martin put in place for the GOC itself, he reduced a $42 billion deficit to zero in three years, set the stage for lower interest rates and higher growth rates, placed Canada into a national budget surplus and trade surplus for the next 12 years.

Recessions are largely caused by psychological factors often compounded by economic shocks—oil price changes, war, real estate bubbles, other asset class bubbles, financial engineering, fraud, inflation, deflation, bad monetary or trade policy and poor leadership. Guess what, the US has had ALL of that for the last eight years. It was obvious some time ago that running an annual US National Accounts deficit of $300+ billion and a trade deficit of the same proportion was untenable.

For most of us, there will be little impact from the so-called rescue packages. Maybe a few tax cuts here and there. But in Canada, the stimulus package passed by the GOC with the co-operation of the Liberal Party of Canada depends in large measure on the co-operation of the Provincial and Territorial Governments together with municipalities to match Federal spending in tripartite agreements.

Speaking of the City of Ottawa, our Council can’t agree on anything so the likelihood of Ontario, the City of Ottawa and the GOC doing anything that will benefit Ottawa is quite small in my view.

Let me finish my introduction by telling you a joke that a Priest once told so I feel alright about repeating it here.

A man is warned by a police cruiser: “Get out of here! The flood is coming.” The man says: “No way, I’m not leaving my home. Jesus will save me!”

The next thing you know he is on the second floor of his home with the flood waters raging below. A boat comes by: “Hop onboard! You’ll die if you stay here!” “I’m not leaving. Jesus will save me!”

Finally, he is on the roof. A helicopter flies by. “Climb up the ladder or you’ll drown.” “Jesus will save me,” he shouts back.

The next thing you know he is at the Perley Gate. St. Peter looks up and sees the man approaching. A surprised St. Peter says: “What are you doing here?” 

“I thought Jesus would save me?”

“Gosh, he tried to, three times!” a frustrated St. Peter replies.

Urban Catalysts
I have been asked as an urbanist how we can revive main streets in small and large towns. Many Main Streets have been hard hit by competition from massive big box stores. One small Ontario town has practically nothing worthwhile left on its main street—it has a girlie club, a pool hall, a XXX store, about a dozen vacant and boarded up retail locations, a liquor store, a pawn shop, a GOC Coast Guard base that closes up shop at 5 pm and is in any event gated and set back from the street so it forms another ‘Black Hole’ on the street.

On the second and third storeys, there are a few residential tenancies but many of the buildings are vacant. Some have not been heated in years.

Some municipalities believe they can revive their main streets by repopulating them with retailers or by adding paving stones, street furniture, sculpture, flower pots, statues, fountains, classic street signs, kitschy lamps, speed bumps, banning cars, allowing cars, allowing on-street parking, banning on-street parking, narrowing roadways, expanding roadways, putting in medians, taking out medians, putting in street trees, making roads one-way, making them two-way, allowing all turning movements, banning left hand turns, allowing more road cuts, restricting ingress and egress, implementing setbacks, going back to zero lot lines, reducing building heights, building pedestrian enclosures to protect people from the elements, removing glass enclosures to unveil the storefronts hidden behind them, what have you.

None of this works worth a darn. I just can’t see how a local hardware store can compete against the giant big box chains or how a general merchandise store can compete against the ‘everyday low price’ regime of a major US-based chain of superstores.

This strategy must fail and will fail.

There is ONLY one way to address the problem of main streets in North America—and that is to have people living there.

What makes Manhattan such a success commercially is that there are 300,000 to 400,000 people living in a tight confined space. Want your local coffee shop to be a success? You need people with some resources living within a ten minute WALK. 

If you want your main street to work, you need to get people to live there. They need to be able to rent or BUY their accommodation. There are a lot of people who want to live in a place where it is possible to walk to a store, buy a litre of milk, grab a coffee with friends, WALK to their friend’s house for dinner, set up a small business to work from home, have a couple of employees work with them without fearing a knock on the door by a By-Law enforcement officer telling them that they can’t have any employees working in their apartments or condos.

I hear from local Councillors all the time—“We can’t do that! We need more commercial assessment and if we let people live there, our tax base will erode.”

I would recommend trying hard to get rid of the undesirable uses and work with building owners and the local community to put in place totally flexible zoning that would allow some of the old stock of commercial buildings on these traditional main streets to be used for residential uses (including the storefronts at grade—I would rather have a bohemian couple with a kid living in a storefront than a boarded up place or a XXX shop), offices, shops, studios, co-ops, …

I would recommend mandating:

1. People can live and work at home. We make more intense use of our structures that way (by using them for work and as homes) and add life to our towns after 5 pm and on weekends.
2. People can shop nearby.
3. There is a mixing together of folks from differing socio economic strata.
4. People build close to the road.
5. They have front porches.
6. Roads are narrower.
7. Densities are higher.
8. Elders can stay in their communities.
9. The gardener, nurse, school teacher can find affordable housing in the neighborhoods where they actually work.
10. In-home apartments and granny flats and apartments above the garage increase property values not decrease them.
11. Live-in students are tolerated.
12. Apartments above shops are built.
13. There is a tolerance for diversity.
14. Problems are solved at town hall meetings and not by confidential 1-800-RAT-LINES.
15. Schools, government offices, post offices, libraries, places of worship get the best sites in town not the worst.
16. Roads are grid based.
17. Every road is two way.
18. On-street parking is allowed.
19. Left turns are permitted.
20. Connectedness is the underlying principle of town design.
21. Everyone suffers some through traffic so that no one suffers all of it.
22. Gridded systems prove that the slower the individual vehicle goes, the faster you move traffic over the entire system.
23. There are no beggar-thy-neighbour policies whereby you put speed bumps, no through traffic, no left turn, one way and other self defeating traffic management policies in place.
24. Rediscover vertical transition lines that differentiate uses as you proceed up the building elevation.
25. Care for the public room as if it were your own private space—don’t tolerate litter, graffiti, petty crime (or any other form of crime), when stuff breaks, fix it right away.
26. Start a festival.

City building is essentially a positive exercise by positive people. According to James Howard Kunstler (Home from Nowhere) if we want great cities, burn the zoning codes and allow your city to grow organically.

Today, people drive 100s of kilometres and take a ferry to park their cars to wander around a place like Nantucket. Why? Well, they like the walk-about feel of the place. They like to see people sitting on their front porches. They like that there are sidewalks and that houses are close to the street and each other. They like the fact that there are trees overhanging the street providing shade in the summer and some protection from winter winds.

Main streets are incredibly valuable places—for some reason that absolutely defies explanation—we just can’t build ’em like we used to. I mean it would be a simple matter of measuring how street patterns and the built form were constructed in the 1930s and then just duplicate that, more or less. But we just can’t seem to get away from our zoning books and its rules long enough to allow that to happen. So if we can’t do it, let’s at least not rip down a three storey street-fronting near-heritage building on main street and put a mini-mall with front yard parking in its place.

And when we do have new development on main street, let’s remember how they built towns in the 30s and do our best to come as close to that as we can. Let developers build more density and let them mix in residential and commercial uses. Relax height limits—unless you can get people living there, no main street will work worth a darn.

You can pack a lot of density in buildings that are three to eight storeys high. Scandinavian countries have shown with the right urban design, you don’t need 40 storey towers to get to the critical mass you need to make city services and commercial uses viable and cost effective.

And you can make five to eight storey buildings quite human scale if you step back floors 4 to 8 from the street. This gives the impression that the buildings are three storeys and allows more light at grade.

Remember—if people don’t live there, the community is not viable.

The NCC
The National Capital Commission (aka, the No Commitment Club) has been trying for years to make Sparks Street (a pedestrian only street/mall) in Ottawa work. They have tried just about every useless (and costly) remedy that I described above, all to no effect (other than to drain taxpayers’ wallets and purses).

In 1985 (!), I proposed to the NCC that if they wanted to revive Sparks Street, they had to do five things:

a. convert some of the vacant or underused office space nearby to residential uses;
b. allow some of their land holdings in the area to be developed for residential uses;
c. give a density bonus to developers to add a residential component to their office towers;
d. open the mall to car traffic again;
e. add a charity casino.

Of course, they did none of these things, opting instead to rebuild the mall at a cost of several millions with new pavers, street furniture, fountains and other lipstick-type stuff.

26 years later, Sparks Street is still pretty much a useless urban wasteland.

Stratford, Ontario
Walk around the old town of Stratford, Ontario, home of the internationally acclaimed Stratford Theatre Company, and you see a quaint little town with elegant eateries, cute toy stores, neat bed and breakfast places, linear parks along the waterway, comfortable apartments above shops, gridded streets where every block unveils a new vista and a brand, spanking new office tower with mirrored curtain wall that comes down to grade.

The whole block is dominated by this modern abomination. It is like the town allowed someone to build a black hole on this lifeless part of their core.

When there are no vertical transitions and there are no doors onto the street, when people can’t see into a space and even if they could, they would have no access to it anyway, you have created a dead space. At night, it is a dangerous place to amble by. It’s just occupied 9 to 5 Monday to Friday. You might as well as make this the HQ for your local motorcycle gang. It would have more life even if it would scare away everyone except chapter members.

Help Yourself
So if your main street needs help, start by helping yourself:

1. Form a BIA.
2. Make sure it is staffed by volunteers—keep its cost to a minimum.
3. Get the local business community, community association and town Councillor onside.
4. The BIA should encourage a team approach—an affirmation of the character of the street and the community.
5. Relax and change your zoning code.
6. Do the real things and forget about lipstick.
7. Be flexible in your approach—if something is working, do more of it. If it isn’t, change.
8. Get the town to lower or grant a holiday on costs for new construction such as development charges. For example, when former Ottawa Mayor, Jacqueline Holzman, pressed her Council to rescind Development Charges for developers of residential units in the downtown core of her city, building activity there took off.
9. Become neo-urbanists and embrace the principles of neo-urbanism as expressed above.

Copyright. Dr. Bruce M. Firestone, B.Eng. (Civil), M. Eng.-Sci., PhD., Entrepreneur-in-Residence, Telfer School of Management, University of Ottawa; Founder, Ottawa Senators; Real Estate Broker and Mortgage Broker, Partners Advantage GMAC Real Estate, Brokerage. Ottawa, Canada February 2009.
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The Morality of Capitalism 
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Optimal Production of Goods and Services for the Maximum Number of Persons
Capitalism is under attack today for the abuses of a few ambitious, unscrupulous executives who have either perpetrated massive frauds upon the public or enriched themselves at the expense of others without providing value in return. We have laws against the former (it’s called fraud) and we weed out the latter through a process in which people refuse to buy from or sell to the latter.

Not for a minute should the reader think that such miserable examples of humanity are any more prevalent in a mixed capitalist economy than they are in, say, a socialist society, a communist one, a feudal arrangement, a dictatorship, a religious hierarchy, a co-operative, a kibbutz, a kingdom, anarchy, tribe, a family or any other type of social system. Extreme cases make for bad laws—if someone in your company misuses access to the Internet, banning access for the 19 out of 20 employees who use it as a valuable resource, is wrong for the corporation, bad for company morale and will lead to a catastrophic loss of competitiveness. 

A Ponzi scheme (a pyramid scheme) is not a new device. Fraudulent investment products have been around forever. Products of dubious value and extravagant claims have been peddled to the unwary for centuries upon centuries. Humans have been trading for about 100 centuries and, for most of that time, this has led to a huge increase in wealth. Humans are by far the most dependent creatures on the planet—we specialize and then we specialize some more—this is as true of individuals as it is of nations.

Adam Smith in the WEALTH OF NATIONS notes that a seemingly simple overcoat is the product of “the joint labour of a great multitude of workmen …without the assistance and co-operation of many thousands the very meanest (poorest, ed.) person in a civilized country could not be provided…” 

When individuals pursue their own self-interest, they are, in effect, self-organizing to produce the optimal amount of good and services for the maximum number of persons in their society. This, of course, assumes that a competitive market exists for those goods and services and that individuals are prevented by their competitors from over-charging for their products or services by their desire to maximize individual profits.

Obviously, governments have a role to play in ensuring competitive markets and enforcing laws against fraudulent behaviour. But beyond that, it is clear that governments cannot be counted on to produce goods and services efficiently through any form of direct government action. There is abundant evidence that the private sector can do this much more effectively.

The Tyranny of the Commons
The City of Ottawa wanted to bring in a new By-Law regulating the private use of private wood lots. Wood lots in private hands that had been reliably producing logs and firewood since the early 1800s were suddenly clear cut in anticipation of the By-Law’s introduction. Owners who were good stewards of their lands for generations—replanting and tending to their forests—suddenly became Paul Bunyans. They feared that their property rights were about to be taken away and they maximized their immediate return by felling every stick on their properties. 

Of course, the local market was flooded with firewood, prices dropped, lands looked like Dresden after the firebombing in WWII, streams were contaminated with runoff, wildlife lost whatever habitat they might have had and future generations lost any income they might have had from these wood lots.

This is the difference between optimization behaviour and maximization of the objective function and the difference between the use of a commons and the use of a private domain.

Lake Baikal, one of the natural wonders of the planet, contains more water than all the great Lakes of North America. It is the deepest lake in the world. It was also a dumping ground for spent Soviet nuclear reactors, literally dropped there—out of sight, out of mind.

If no one owns something, no one cares for it, no one nurtures it, no one looks after the best interests of its stakeholders or the large scale ecosystem, of which humans are a part.

Efficiency and the Environment
No society has ever existed that left no footprint on their environment. All societies pollute. Some more than others as we have seen.

But it is ludicrous to assume that efficiency and environmental protection are mutually exclusive. If producers can find more efficient ways to deliver their products or services, this, by definition, lessens their impact on the environment. Fewer materials, labour and management as well as less energy in the delivery of a product or service is obviously better for the environment.

And private sector initiative is the only way to obtain higher levels of sustainability.

Surely, newspapers, if they are to exist at all by the end of the 21st Century or maybe even by the quarter century mark, must find new business models. The idea that we should clear cut forests, expensively transport logs to mills, turn the logs into pulp and paper using chemical processes that are devastating to air and water quality, ship the newsprint to printing plants, print huge volumes of newspaper, to be transported by trucks, planes, more trucks and finally automobiles to your front door, to be consumed in 20 minutes with your morning coffee, to be thrown in the recycle bin, to be scooped up by truck and then shipped to a recycling plant in China to be re-shipped across the Pacific to the printers to be… This is an insane industry in sunset for sure.

Devices like the Kindle 2 will almost certainly be used for the delivery of the daily news and not just for downloading e-books.

(This is not an argument against the concept of the local or national daily. Daily newspapers are an important part of creating a cohesive society. We need a common language and jargon—if everyone becomes an island with his or her own niche RSS feed, we will find it increasingly difficult to have national conventions like, in Canada, the pursuit of peace, order and good government, which are of paramount importance in terms of producing a civil society. It isn’t intervention by the police or the threat of prosecution that keeps the great majority of people honest—it is the voluntary buy-in to national conventions and accepted standards of behaviour. National news organizations, national broadcasters have a vital role to play—but they need to adjust their business models and soon.)

For more discussion by the author of “The Environment—A Solution?”, see http://www.eqjournalblog.com/?p=81. 

Priorities
Peter Patafie, a guest speaker a few years ago at the University, shocked a group of B-School students by saying his priorities were:

1. First, take care of your business;
2. Second, take care of your family;
3. Thirdly, take care of yourself.

One student asked Mr. Patafie if he had somehow got the first two in the wrong order. He said: “No.”

“Do you know what the number one cause of divorce is in Canada? It’s not that you have fallen out of love with your spouse. It’s not that you are arguing about the kids. It’s about finances or lack thereof. If you have creditors calling you in the middle of the night, well, that puts a lot of stress on the family.

If you take care of your business first, it will sustain you and your family, sometimes for generations. That is how you take care of your family and yourself.”

The morality of capitalism is based on the notion that if you, first take care of your family and yourself, then you will not become a burden on your fellow human. That is a moral imperative.

And once you have achieved that, you are in a position to do good works for others, another moral imperative.

Conclusion
To summarize then, the moral underpinnings of capitalism are:

a. Self organization to achieve optimal production of goods and services;
b. Efficiency and environmental sustainability are linked;
c. Private ownership of the commons also means careful husbandry of resources;
d. Take care of your business;
e. Take care of your family;
f. Take care of yourself;
g. Don’t become a burden on society;
h. Look out for the interests of others once you have first taken care of your family and yourself.

Perhaps Sir Winston Churchill said it best: “Indeed, it has been said that democracy is the worst form of Government except all those other forms that have been tried from time to time. (Speech in the House of Commons, November 11th, 1947.)

Dr. Bruce
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Why Study Entrepreneurship 
Posted on Friday 13 February 2009 

I recently gave a lecture to a group of engineering students and one of the questions I received was: “Can you TEACH entrepreneurship or is it just something you are born with?”

I think the answer is in the numbers—businesses started by former students and those that I have mentored over the last number of years have a success rate, i.e., a five year survival rate of 72 out of 78 or around 92%. Compare that with unmentored enterprises where the survival rate is approximately 45% (with a ten year survival rate of just 29%; source: Illusions of Entrepreneurship: The Costly Myths that Entrepreneurs, Investors, and Policy Makers Live By, Scott Shane, Yale University, 2008.) 

(See Scott Shane’s ten year graph of business failures 1992-2002: CLICK HERE.)

After just under two hours, I think the students had a better understanding of what an entrepreneur does and how to start a sustainable business. They learned:

1. How to build a sound business model;
2. How to bootstrap it and access sources of bootstrap capital;
3. Why ideas are not enough—good execution is key;
4. Why selling, securing real clients, including pre-launch customers is important;
5. The importance of cashflow;
6. Why competition is not necessarily a bad thing;
7. How to create a compelling value proposition for a single client or customer;
8. How to differentiate yourself from the competition;
9. How to intricate the Internet into their businesses to create scalable enterprises with mass customized products and services;
10. What Web 2.0 can do for their businesses;
11. How to use Social marketing and guerrilla marketing to cost effectively capture new clients;
12. Why gadgets and gizmos are not the basis for a sustainable business;
13. What an entrepreneur and intrapreneur really do;
14. Why they need to develop a broader map of the way the world works so they can do quick ‘thought experiments’ to test out an idea without spending a great deal of time and money on useless ideas;
15. Why if you build a successful business, holding onto it mat make a lot more sense than selling it—if you take care of your business, it will sustain you and your family for a long time.

Perhaps the biggest thing that I can do for students is to give them confidence that they are on the right track, that their mental map of the way the world works is sound and that they can go out there and just do it. After all, the longest journey is the one that never begins. 

One of the students who attended that lecture (Daniel Beauchamp) will come to study entrepreneurship with me next year. I asked him why he wants to do that and I think it is worthwhile to record what he said here:

“The reasons why I want to study entrepreneurship are pretty simple. 

First of all, I’ve never been one to want to work for a massive corporation. The thought of being one of thousands of employees haunts me. I feel like it takes away the sense of freedom and individuality—as though I would be classified as just a number, or just a piece in some larger puzzle defined by a corporate agenda. 
The film “Office Space” and the comic strip “Dilbert” exemplify this quite well. They’re both about software engineering firms and they both show the types of companies that are composed of endless floors containing endless cubicles that are all the same. This is definitely not for me.

At the end of the day, I want to feel like I’ve accomplished something. I want my work to directly influence the products and the services that the company I work for provides. 

This is the true beauty of working for a smaller company. There’s a real sense of teamwork and camaraderie and that’s something that I truly value. 

I believe that I have a multitude of useful skills and ideas and I don’t want them to go to waste. I would like to use what I can offer to better society today. There’s a reason why I’m in the biomedical specialization of Software Engineering—I want to maximize my potential and give back to the world. There will always be a demand for medical products and, more and more, we are seeing these products using cutting edge technology. 

There are plenty of possibilities. By taking your course, it will help me to discover what I should take on. I’ve always been one to love challenges.

The opportunity to study the ins and outs of entrepreneurship is something that I do not want to miss out on.

I have plenty of ideas for new companies and products and I need to develop the knowledge of how to bring them to life. I will bring to the course my engineering knowledge, my people skills and my creativity.”

In my experience, there are a number of reasons why entrepreneurs choose that path. They include:

a. They feel they can make more money or they see the need to make more money.
b. They believe they can have more flexibility in their schedules.
c. They think that they don’t have other viable choices; e.g., they get laid off or can’t find a JOB.
d. They want to provide a legacy for themselves and their families and kids.
e. They want the fame that goes with success.
f. They want to prove to themselves and others that they can do it.
g. They want to be their own boss.
h. They want more responsibility sooner in their careers than they could get in a typical JOB.
i. They don’t like bureaucracy and rules—they want to make up their own rules.
j. They want to belong to a team and to feel like they are part of something that is bigger than themselves.
k. They want to give back to society—if they have success, they can better help their fellow human.
l. They don’t want to become a burden on society.
m. They want to be responsible for themselves and make their own decisions.
n. They feel that they can create more interesting work for themselves than others can create for them.

Of all of the above, I believe, after thousands of interviews with entrepreneurs, that the last reason is the most important. 

Humans are uniquely driven to be creative. We have these huge brains and dexterous hands with opposable thumbs and there is a deep seated drive to use both. Humans are constantly tinkering with their environment. Living in Dilbertville is not very satisfying and, notwithstanding all the risks, effort and heartache that can come with an entrepreneurial lifestyle, it is still the choice of many, many creative people. 

The kids who took over the Internet from DARPA, the DOC and ICANN in the 1990s wanted to move there—to a fantasy place where there were few rules and abundant territory to be explored and developed. Remember, poets, artists, architects, writers, sculptors, musicians, videographers, software architects and novelists are entrepreneurs. They come to study with me too because they want to be rewarded for their creativity, they don’t want death to be a career move and they want to learn to get rich while they are still alive. 

Dr. Bruce
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OMB Hearings 
Posted on Thursday 12 February 2009 

Setting the Land Speed Record
I recently wrote a note to a young developer who is facing potential NIMBY (Not-In-My-Back-Yard) opposition to one of his projects. NIMBY’itis is a big part of the development scene in the City of Ottawa.

In the City’s new Official Plan, they state that they want more life on city main streets and more density in established urban areas but when somebody actually proposes it, NIMBYs often come out in opposition. Some City Councillors can become frightened and they may ignore their own OP. Council ends up down-zoning lands in response to this type of community pressure. 

Anyway, here is what I wrote to him:

“As you get older you will get more used to the Nimby problem. When I was a developer, I used to daydream about rounding up a posse and riding over and hanging the blighters from a lamp post. (Obviously, I am not actually recommending that.) Now I just try to win. 

I had one guy show up to an OMB Hearing drunk; he was asked why he opposed the project. He said: “Because I don’t want it to go ahead.” The OMB Panel Member replied (very patiently I thought): “I understand that you object, but can you tell us why you don’t want it to go ahead?” “Because I don’t.” He just repeated that refrain for the next 15 minutes. We actually never got to present our side—we had a lawyer, planner and myself there. We got up to make our case, but the Panel member just told our lawyer to sit back down. 

The OMB found in our favour right then and there, after just 20 minutes. But the guy still managed to hold up our project for nine months anyway. He probably cost us $30,000 for the Hearing and preparation and another $45,000 for the nine month delay—at a cost to himself of initially sending a fax saying he opposed the project and then showing up nine months later for 20 minutes.

He owned a small shopping plaza near ours, so he was just afraid of a bit of competition. (I actually like competition, BTW. It makes you sharper and you often see your sales INCREASE when competition builds near you. That is why like uses (say, gas stations, fast food joints, restaurants, sports equipment retailers) locate near each other. It creates a focal point for that type of merchandise within the city and everyone benefits from that and each others’ marketing dollars too.)

I had another hearing recently with the City of Ottawa itself objecting to a project. The local Councillor was in favour and all our neighbours were in favour but one God-awful City of Ottawa Planner was opposed. I think we set a land speed record for the fastest OMB Hearing ever. We won the Hearing in eight and a half minutes—I timed it. 

I suspect the City spent several tens of thousands of dollars on their legal counsel and planning staff for what surely was a colossal waste of time.

This is fairly typical in this City and one of the reasons why it has the reputation in Canada and the US as not a good place to do development work in.”

Dr. Bruce 
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Learning Events, Lost and YouTube 
Posted on Thursday 29 January 2009 

The University of Ottawa’s Entrepreneurs’ Club Business Dinner last night was quite the show. On a tough weather day and with no public transit running in Ottawa, the student Club pulled it off. The speaker was interesting, the food was great, the ambience in the War Museum quite special, attendance was fantastic under the circumstances, the company (students, staff and private sector guests and sponsors) was a good mix. What a worthwhile learning and networking event it was. 

One thing I thought of while their guest, Joyce Groote, President and CEO of Holeys was speaking, is what a shame the Club did not video her presentation and put it up on YouTube. They went to all the time and expense to create a learning opportunity by bringing in a high caliber speaker from Vancouver (she traveled 3,000 miles after all!) and, if other students weren’t there or couldn’t afford to be there, they missed one heck of a learning opportunity. 

If they had put it up on YouTube, however, it would be available “forever” for all the world to view and to learn from… Now, the event will be forgotten and the marvelous talk by Joyce is gone into the ether.

(It would also make selling the BD easier next year—to attendees, sponsors and the keynote speaker, herself or himself. Plus, the Internet is a kind of record, long term memory or how-to manual for future members of the Entrepreneurs’ Club. The membership and its executive, by definition, change every four years as students graduate. So imagine if the EC had a video record of 18 years of Business Dinners to learn from. Video learning is a rich new format—you can say a lot in two minutes of video. If it is well constructed, you can say more with two minutes of video than you can in reading a text for the same amount of time. And, today, there are many, many students who learn faster from a video or in a classroom setting than they do from reading. Such is life.)

We are videoing extensively now, including up to three hour lectures, together with a time log. 

We can put 60+ minutes of video on the Internet, as long as there is a time log associated with it so that people who only want to, say, listen to Ms. Groote’s take on “litigation as a business strategy”, can jump to that part of her talk and watch that for two or three minutes. 

(She is in a death struggle with Crocs, a much larger company. There have been numerous conflicts between the two makers of these innovative shoes (which are based on the use of closed cell polymer foam) over who owns the IP for this new product category. Last year, Holeys spent $1 million on lawyer’s fees (out of total revenues of $17 million) defending legal actions in many of the countries where they operate. 

Litigation as a business strategy seems to be a largely US-based phenomenon. It works, I suppose, but if they put as much effort into product innovation, business model change, effective selling and clever marketing, most companies would be much better off, I think. This war must be obvious to all: when I googled Holeys—a paid link for Crocs came up. I was also prevented, for a time, from getting to Holeys website—it wouldn’t resolve.) 

The Club might have needed two people: one doing the video and the other creating the time log—the latter must be able to write down (to the second), what the speaker is discussing and the “table of contents” must be really good because most folks won’t watch hour-long presentations on the Internet. 

So a good quality log and accurate links make this a much more compelling proposition. They could use YouTube and/or other sites to post the video, for free. We manage to shoot classroom lectures with ONE person operating the videocam on a tripod and creating the log at the same time…

I believe that information and ideas should be free and that Universities and other institutions (as well as for-profit corporations) should make their IP available to the public domain; if works of art, music, writing, research, patents, copyright never enter the creative commons, then there would not be any opportunities for entrepreneurs like Walt Disney (and, ironically, no Disney Company today) to create his masterpiece, Snow White. Ironic, because the Disney Company is one of the corporations most opposed to works entering the creative commons (they have successfully asked Congress (twice) to extend copyright on Mickey Mouse so that no one else can create mashups using Mickey.)

Snow White saved Walt and the Disney Company from bankruptcy but where the heck did the fable come from? It was, of course, the Grimm’s Brothers who created the original. The heirs of the Grimm’s brothers didn’t sue Walt and the Disney Company and other large scale owners of IP should show more restraint today in their relentless pursuit of others who make fair use of their works, in my view.

I prefer the MIT approach to IP—make all courseware, assignments, even exams available to the world on the Internet; the Institute sells the delta factor—the value of being in the classroom with very smart MIT Profs and other students. Anyone can audit a MIT course for free anywhere on the planet where there is an Internet connection. But to go to Boston and mix with the students and teaching staff—that is the real magic…

Dr. Bruce

Jan. 29, 2009
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Body Clock and the Arizona Cardinals 
Posted on Sunday 25 January 2009 

Perhaps the most unlikely of teams to ever make the Super Bowl, the 2008 Arizona Cardinals, have their time zone (Mountain Time—two hours earlier than Eastern Time) to thank for their ticket to the big game. If you were watching the NFC Championship Game (played in Phoenix at the University of Phoenix Stadium at 1 pm Mountain Time on Sunday Jan. 18th, 2009), it sure looked like the Philadelphia Eagles players were not ready to play at kickoff time.

In fact, the Eagles players didn’t seem to wake up until the third quarter when they totally dominated the Cardinals. For the Eagles players, by the third quarter, their body clocks would have been telling them it was around 5 pm ET and, by then, they were knocking the shell-shocked Cardinals around the field, left, right and centre.

During the game, I was thinking of our recently deceased friend, Jon Shearer, an expert in how to deal with time shifting (especially for business executives who do a lot of traveling and for shift workers like police officers and health care workers). I wanted to ask Jon about the game.

I suspect that sports teams don’t do enough to prepare their players for this kind of a problem. If you look at the relatively poor record of, for example, the Ottawa Senators Hockey Club over the years on the West Coast, I think that this issue has probably played quite a role in their sub-par performances there. Certainly, when they played the fifth and final game of the 2007 Stanley Cup Finals in Anaheim, it looked like their goalie at that time (Ray Emery) was moving at half speed—he had an unbelievably dismal save percentage of .667 in that Cup-clinching game for the Ducks. (You can’t win on a regular basis in the NHL—regular season or playoffs—without a goalie with a save percentage of at least .915.)

You have to give credit to the Cardinals for their 4th Quarter comeback against the Eagles: what a great news story the rise of the Cardinals has been in this year’s NFL Playoffs. It is a fairytale story of the resurrection of 37-year old quarterback, Kurt Warner, and the appearance in the Super Bowl of a team that has been almost as bad as the Detroit Lions for a long, long time. In a year without much good news, the Cards are a heart-warming, underdog.

The Eagles did not perform as well in the 4th Quarter as they did in the 3rd and the Cards did relatively better. This too is not unusual if you are having trouble with the change in time zones—it takes a long time to wake up your body, then it wakes up for a while and then begins to shut down. In a sport like the NFL that demands unbelievable peak performance from its athletes, even a small degradation in performance is a killer.

Clearly, coming east for west coast teams or Mountain Time zone teams, is not easy either. The Cardinals (only the second team with a 9-7 regular season record to make the Super Bowl) got decimated in their east coast games losing horribly to non-playoff team (at 11-5!), the New England Patriots. So again the Cardinals need to thank the NFL seeding system that gave the Cards a NFC Championship home game despite the fact that the Eagles had a better regular season record but the Cardinals were Division winners while the Eagles were a wild card team.

I suspect if the game had been in Philly, the result might have been different.

The Cardinals have to come east for the Super Bowl in Tampa to play an east coast team—the Pittsburgh Steelers. The Steelers are favored by 7 points at the time of this writing and one would have to think that the best defence in the NFL together with what will probably be a pro-Pittsburgh crowd (Steelers fans have a LONG history of traveling to support their team) plus the Cardinals awful track record on the east coast (helped by the tough transition in terms of adjusting their body clocks) will mean a decisive win for Pittsburgh.

But you never know—the great thing about sports is that is why they play the game. It is one of the few things that make the national networks still relevant today—they can reach huge audiences in real time—and people can enjoy particpating in a large-scale tribal rite that is the stuff of water cooler chat the next day. 

It would be a shame if all our national institutions (including newspapers) were to fade away to be replaced entirely by niche narrowcasting on the web. I love the power of the web to bring communities together who have an overpowering interest in, say, yoga or vintage autos or whatever but the national networks, mainstream newspapers and institutions like the BBC, CBC, NPR or ABC (in Oz) have a very important role to play—people need to have some shared values and the ability to buy-in to national conventions (like, in Canada, peace, order and good government) so that we can communicate with each other. Otherwise, we are going to end up with 1,000s of sub-cultures, a Babel of voices, and none of them will understand each other. That is not good for mutual understanding and respect.

Dr. Bruce

Postscript: There are many tools for combating time shifting problems such as adjusting as rapidly as possible to the new time zone, ensuring the right timing, amount and type of food and fluid intake, changing light conditions, etc. But one of the simplest techniques for the Arizona Cardinals is to make sure that they get to their destination time zone early enough for all their body clocks to change. They are leaving for Tampa on Monday—the game is on Sunday. So we will see. Watch how they perform PHYSICALLY early in the game to see if they made the jump-to-light-speed.
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New Business Model for a REALTOR 
Posted on Wednesday 21 January 2009 

(Everything I learned at MBNA, I Applied to My Real Estate Business)
Gust blog entry by Martin Bertrand – Real Estate Broker, KW Ottawa

In 1998, fresh from having finished my undergraduate degree in Psychology (at the University of Ottawa), I started working at MBNA Canada. For those unfamiliar with the company, MBNA is a Credit Card issuer based out of Wilmington Delaware, with international offices in Canada, the UK, and Spain. 

In the credit card industry, MBNA is perhaps best known for pioneering affinity credit cards. In fact, MBNA became the largest independent credit card issuer in large part due to their affinity credit card products. 

An affinity credit card enables members/supporters of a particular organization/association/charity to contribute back to that organization through a royalty program—that means that some part of their day-to-day purchases will benefit the organization they hand-picked to support. 

By proudly carrying and using their credit cards, the clients demonstrate their support for the organization. You may have seen the uOttawa Alumni MasterCard issued by MBNA – the one with a picture of Tabaret Hall. 

You can quickly see how this model benefits every stakeholder. You have the Organization which is able to collect royalty income on a quarterly basis; you have the customer who benefits from the credit card product; and you have the credit card company which is able to market to the members of that particular organization. It’s a win-win-win. 

Soon after starting at MBNA Canada, I also started investing in Real Estate: specifically in multi-family residential properties (more on that later). I found that I could be a landlord while still working 8 to 5 at MBNA.

My favourite role at MBNA was that of Account Executive (AE)—I like to sell. AEs are responsible for managing the relationship between MBNA and its Affinity Partners. I was responsible for setting yearly account acquisition goals for specific sectors, managing Partner expectations, entering into contract negotiations and renewals, deciding on sponsorships, conducting marketing campaigns whether Direct Mail, Telemarketing, Event Marketing, Internet-based, etc… Seeing as I am a people person, I thrived in this type of environment.

Now, my favourite sector was Sports. I had the terrific opportunity to manage MBNA’s Sports Group. This included National Hockey League teams in Canada, the Canadian Football League, Major League Baseball, the PGA Tour and NFL Canada. 

What a great opportunity this turned out to be and you’ll soon appreciate why.

While all this was going on, I continued to pursue Real Estate investing. The portfolio continued to grow.

And as it did, I found my thoughts were more and more turning towards Real Estate. This is when I decided to obtain my real estate license to trade in real estate in Ontario. I thought this is fantastic, I’ll now be able to broker my own acquisitions and also help friends and family acquire new properties or sell existing ones.

So following my seven year career at MBNA, I left to pursue a career in real estate sales full-time. 

Contrary to what many believe, real estate sales is not about selling homes. I mean yes, that’s what REALTORS end-up transacting. But really, the business is about lead generation. If you take care of lead generation, you are set. What you are in fact doing, is attempting to locate, and generate a steady stream of clients whose needs are acquiring or disposing of property.

For the most part, REALTORS have been generating leads the same way for a very long time: mainly through Direct Mail postcards, For Sale signs, Networking, MLS.ca, Referrals and, more recently, the Internet.

Being the entrepreneur that I am, I thought: “How can I differentiate myself from the mass of agents?” There are more than 2,400 of them in Ottawa. “How can I generate leads and give myself a competitive advantage, if one was to be found?”

Then it dawned on me. Why not apply the MBNA Affinity Model to my business? After all, I’d seen it in action, lived it, and applied it while working at MBNA.

Why couldn’t I create an Affinity Real Estate Program with an organization and provide Real Estate services to that membership? If MBNA could distinguish itself in the marketplace with this model, I thought, why couldn’t I? 

My first thought was: ‘Failure is Not an Option’ to quote Gene Kranz’s book title of the same name.
(Gene Kranz was one of a number of NASA Flight Directors during the Gemini-and Apollo Missions. He was Flight Director during the Apollo 13 mission and was charged with empowering his team to come-up with a solution to bring back the crew)

That’s exactly what I did. I knew I had developed the ability to establish and nurture meaningful business relationships and the skills to negotiate contracts and manage them too.

So I got in touch with my University of Ottawa Alumni Association contact (the same person I knew while I was at MBNA) to discuss how we could structure an affinity program and provide services to uOttawa Alumni. The idea was simple but had never been done before in Real Estate (at least as far as I can tell.)

After much discussion, we had an Agreement—it is a great value proposition both for students and for members of the alumni. The Plan for the Alumni was to provide a rebate on each Real Estate commission AND provide cash back when buying a property. Both are terrific incentives.

The Alumni Association would benefit as well. We developed a scholarship fund whereby we would make a donation for every successful real estate transaction by an alumnus.

For me, it provided a fantastic, and unique way to generate leads, thus enabling me to meet more potential Alumni clients and to provide services in the Real Estate industry, an industry I truly enjoy.

As it stands now, I am one of the uOttawa Alumni Association’s partners. My name and logo is right beside MBNA’s name and logo on the Partnership website! Something I am truly proud of.

You know, you may have heard the following: “What would you do if you won the lottery?”
Whatever your answer might be, that’s what you should be doing!

That’s how I approach my Real Estate career. To me it doesn’t feel like work; if a client calls me at
4 am to chat about a property, I am more than happy to do it. 

You can achieve a great many things in business if you truly love what you do.

Combining this passion with your entrepreneurial spirit (and an appetite for success) can create the conditions for success. Plus you can come-up with creative ways to promote yourself, to connect with your clients in a cost effective way and sell more of your products or services.

That’s what gave me the inspiration to apply a successful business model from one industry, in another.

Failure was not, and continues not to be an option!

Martin Bertrand, January 2009
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Why I enrolled for ADM 3396 
Posted on Tuesday 13 January 2009 

Guest Column by David Huffman, Mature Student, Telfer School of Management, University of Ottawa, January 2009.

I have been self employed for 19 years. In reality, it’s only been a glorified JOB. I have attempted many things to bring my business to the next level but to no avail. I’m not stupid but obviously I need to learn more about getting to the next level. I remember a friend of mine, Angela Sutcliffe, a business coach, telling me that I was more afraid of success that I was of failure.

In 1989, after being laid off from Combustion Engineering, a friend of mine asked me to help him expand his janitorial business. He wanted to get some government contracts but didn’t know how. By the end of the year, we had a ton of work. It seemed like with every contract, we were also being asked to do some renovations. So we really ended up with two businesses. That’s why we split it into two.

Things coasted along. I was in a comfort zone. We all tend to gravitate to our comfort zone, I guess. Typically Canadian, eh?

And then 2004 happened. It was a low point in my life for a number of reasons. I lost everything. My family, my truck, my house, my pension. When I say everything, I mean everything. I was depressed and didn’t have any work. I was in a rut. I found out later that a rut is just a grave with both ends knocked out. 

Then a friend of mine, Joy Statham, offered me her family cottage in Muskoka for a month. I could get away. It was a breath of fresh air. It was there that I started my journal. 

During that month, I went to a theatre production of “Wake Me Up When It’s Over.” The play was about a man who was in the throws of a divorce. His teenage daughter didn’t want anything to do with him. He had lost his job and was depressed. He felt that his whole life was a failure. To him, signing the divorce papers was akin to committing suicide. Throughout the play, the man played himself in the various parts of his life. The only other actor in the play, a woman, played the Catholic nun who was his teacher, his wife, his daughter, all of the other parts. In the final scene, he met the nun again but in her new profession as a dancer in a strip club. They recognized each other but he was in shock. They talked and talked. His focus was on the woes of his life. She got frustrated and finally said, “S__t happens. If you don’t get rid of it, it just keeps piling up. And you can’t move on.”

It was the most refreshing statement I had ever heard. I realized that the only person who could help me was me. ‘It’s what people know about themselves inside that makes them afraid.’ I decided to get up everyday with a new attitude. I would force myself to get out of my comfort zone. I had learned a number of years ago that where you are going to be in five years is dependent on two things, the books you read and the people you meet.

I started to read, joined a networking club, went to my alumni lunch, wnet to museums, went to presentations and seminars. What I learned about myself was that every time I went out to an event, whatever it was, something happened that made my effort worthwhile. I would meet someone new or connect with someone I already knew. I would learn something I didn’t know before. I would get pointed in a new direction. Something happened and, in every case, it was something positive. Yes, at first it was difficult but got much easier with time. 

I started doing some guerrilla marketing and got my business going again. But it seemed that no matter what I did, I couldn’t get my business to the next level. It was paying my bills all right but the funds for my retirement kept eluding me.

So I had to shake it up. Little did I realize how that would happen. On March 20, 2008 on a clear, bright, sunny day, I rolled my car five times on Highway 401 near Kingston. Needless to say, the car was a write off. It’s a long story so I won’t get into it all now but I will say that after the firefighters got the front windshield out, they still couldn’t get me out. I had to get myself out. Then I had to walk the 300 feet to the edge of the highway where the ambulance was. Mind you I had two burly guys supporting me. You might say that I walked away from it! The accident happened at 2:00 pm in the afternoon and by 4:00 pm they had released me from the hospital. They couldn’t find anything wrong. All I had was a bad headache and a bruise on my right leg just below the knee. The doctor at the Kingston General Hospital and the terrific OPP officer both agreed that it was an accident that I shouldn’t have walked away from (alive).

The seat belt damage to my shoulder required physiotherapy and, not surprisingly, I couldn’t do the physical part of my work. Using a hammer just wasn’t in the cards. Yet 2008 was the best year I have ever had. Go figure? ‘If you don’t change the direction you’re going, you’ll end up where you’re headed.’ Something happened. It was not being able to do the physical work. I had to change.

I had wanted to get into real estate thereby changing the focus of my business. In November of 2007, I was invited to visit OREIO (Ottawa Real Estate Investors Organization). On June 9, 2008, I gave a presentation about ‘Structural Problems: How to Identify them and When to Run from them.’ Some time later an old business associate of mine who was also a member of OREIO and heard the presentation approached me about a business idea he had. That lead to a consultation with Dr. Bruce Firestone to find out how we could structure the business. 

I had already met Dr. Bruce after the presentation he gave at OREIO. I was intrigued about the history behind the Ottawa Senators and attentively listened to his stories about his experiences in business and in real estate. We also have a common thread; his family’s appreciation of the Group of Seven.

Our consultation lasted about 2-1/2 hours. Dr. Bruce knew how to structure the financial side of the business, how to get the financing, how to structure shareholdings and how to structure the partnership. He knew about partnership agreements and shareholder agreements. He knew about voting trusts and shotgun clauses. He knew bankers, realtors, accountants, insurance people, mortgage brokers and contractors. And, almost more importantly, he knew what to avoid. Dr. Bruce was doing for us what we had asked him to do. It was no effort for him. It just flowed. He also talked about his not-for-profit organization—Exploriem.org and his teaching at the University of Ottawa’s Telfer School of Management which I referred to as “Bootstrap Entrepreneurship.” 

When I attend meetings, I tend to listen a lot and make notes. I already knew many of the things we discussed but not in the detail or the depth that Dr. Bruce did. What impressed me was how it all flowed. Remember, the older we get the more we realize how much we don’t know. 

In hindsight, most of those topics of that meeting had been discussed between my proposed partner and myself. In subsequent meetings we tried to deal with them but things fell apart. Was it a failure? No! ‘Experiments never fail. They always produce results.’ It took Thomas Edison over 2,000 experiments to finally produce the incandescent light bulb. He didn’t fail 2000 times, he just learned 2,000 ways of how not to make a filament.

That meeting with Dr. Bruce changed the direction I was going with my company. It may be more appropriate to say accelerated it. Yes, I’m still going to pursue construction and real estate but not with the same mindset I had before. If a two and a half hour meeting with Dr. Bruce could have such an impact on me, how could I get more? ‘Wise is the person who learns from experience; but wiser is a person who learns from the experience of others.’ I did think about the course but dismissed it. I swore that I would never go back to school again! I found out in university that it wasn’t what you knew, it was who you knew.

Some months went by when, out of the blue, a business associate, Zydra Gestautaite (who is also taking the course) asked me if I was going to take Dr. Bruce’s course. The thought of going back to school was exciting and terrifying at the same time. Bah humbug! I really didn’t want to do it, but how successful we will be, is based on one thing, the space between our ears.

When Robert Kiyosaki of “Rich Dad, Poor Dad” fame wanted to learn about real estate, he found someone to learn from, a mentor. The man he found lived in Texas so he flew to Texas for their first meeting. After the meeting, he knew that he wanted this guy to be his mentor. He offered to work for him free-of-charge. Matter of fact, Kiyosaki said that he would not only work for him at no cost but he would also pay all of his own expenses. His first assignment was in Hawaii. The rest is history. 

I read the ADM3396 course description off the website and one thing stayed with me. It was Craig Schoen’s comment “It changes the way you think about business.” Blink! I didn’t see or rather I didn’t want to see that I was going to have to do a video interview with a CEO and that I was going to have to create my own blog with three of my own articles. I have wanted to be a writer for some time but never had the impetus to do so. This article will be the first one I post.

When I was sitting in the class for the first time I knew something was happening to me. Here I was sitting in a class of twenty-two year olds. What do you mean business plans are dead the moment they are finished? WOW! As the class progressed the realization started to hit me like a 2 x 4. At one point, about 95% of the class responded in the affirmative to a question about whether they had their profile (or whatever it is you call it) on Facebook. I shrunk down in my seat a little bit. 

I knew that I was behind the times. In April of 2008, I had to get another cell phone as the one I had was destroyed in the accident. I stood there in the store and told the salesman exactly what I wanted in my new phone, or rather, what I didn’t want. I didn’t want texting. I didn’t want a camera nor did I want Internet capabilities. He just stood there as a smile formed on his face. My choice for a new cell phone was…zero.

I am not only behind the times; I feel that I am cast in concrete. And I believe that ADM3396 will be the jack hammer (or better still, dynamite) to get me out of it. Progress is based on creativity plus getting us out of our comfort zone. Right brain stuff. I wonder who I’ll meet and what I’ll learn and where I’ll be directed. I know it will happen. Everything happens for a reason.

Walt Disney said: “All our dreams can come true, if we have the courage to pursue them.” 

“If one advances confidently in the direction of his dreams, and endeavours to live the life which he has imagined, he will meet with a success unexpected in common hours.”
- Henry David Thoreau

What’s your dream?

David Huffman, January 2009 

Prof Bruce @ 2:26 pm 
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It’s How You Say It! 
Posted on Sunday 11 January 2009 

For people who follow this blog, you know that I think it is vital to tell the truth but it sure helps to know the difference between truth and smart truth.

I love that cartoon which shows a dog owner speaking to his dog—what he is saying (I paraphrase here): “Fido, bad dog. Fido, never do that again! I will be really mad, Fido, if you ever do that again, Fido!” Then in the next panel, the cartoonist shows what Fido actually hears: “Fido, blah blah. Fido, blah blah blah blah! Blah blah blah blah blah, Fido, blah blah blah blah blah blah blah, Fido!”

I feel like that pretty much every work day of my life.

A couple of weeks ago, a client of mine called me up from a US city where she lives and told me: “You tell the Seller to heck with them. They can’t push me around! You tell them no way am I going to pay them one more nickel for a measly three week extension to our Agreement. If I pull the rezoning application, do they have any clue what will happen to their site! The City will downzone them and their value will fall by half or more. I want a that three week extension! I am really upset. I have already spent $45,000 on the rezoning and I gave them a $30,000 non-refundable deposit… I will take a loss, I don’t care what happens. I will pull my application and then they’ll see what happens. They’ll be sorry.”

Now as a Broker, it is my responsibility to follow the instructions of my clients. So I did but here is how I put it instead:

“Hi Sam. I just heard from Michele and she is really upset that the City is taking so long to approve her rezoning application. It should have been done at least a month ago but with Christmas and all, it just didn’t get done. She needs another three weeks. But remember she has already spent $45,000 on the application and all the studies that the City required plus she has given you a non-refundable deposit of 30 grand so she is pretty tapped out. I don’t think she is likely to agree to another 10 grand non-refundable at this time; I did ask her about that, but she seemed pretty reluctant to do anything more than wait for the rezoning to go through. Now I realize you have already waited ten months, but maybe you ought to agree to another three week extension. If the City refuses the rezoning application, your density could go down by half or maybe even two thirds and that could negatively affect your ability to sell the property for what you already have plus the economy, as you know, isn’t better now than it was ten months ago, it’s worse.”

You can see I shifted the focus to the City for causing the delays in the first place (true) plus I got across the fact that the property could be downzoned (true) and that the economy has taken a turn for the worse (also true). So I got the information across to the Seller but in a way that is non-threatening.

What I said is all true but it’s the smart truth.

The deal got extended, no problem.

Dr. Bruce

