Reconditioned secondhand cars
A bank (maybe online, maybe not, maybe a mix)

Book library for novels, set up like a video library

Avoid internet businesses because a lot of intelligent an extremely well-resourced people and creating businesses within this space? E.g. integration of stock control/purchasing/invoicing across customers/suppliers, rental of on-line storage (except for things like Melbourne asset exchange),

‘find my dad’ website – find an old work colleague, relative or girl/boyfriend. Free to register yourself, $5 for each ‘hit’ for someone you are looking for.

Ten turner (CNN), john symonds (aussie home loans) rene rivkin, paul bradbury
1. lazy. Although long hours and hard work are involved in entrepreneurs, there is sometimes an element of laziness as well e.g. few of them have worked hard at academic achievements, Richard branson’s comment on his show about changing the contest to make his decision easy, crazy john’s taking a year off and sitting around the house, jim’s mowing claim the he started business/ hired others to avoid having to work hard himself, and various comments revealing laziness from various billionairs (JP morgan? I would rather earn 1% from 100 people than 100% from my own efforts) Benefits of laziness – more energy left to communicate with or / fight with people, time to reflect and think, developing a habit of drawing in an taking from everything around oneself rather than vice versa etc., ability to see something through over a long period of time without getting bored/giving up?
2. intelligent?
3. marketing skills – Janine allis, Richard branson
4. progress and new ideas – continual development, e.g. boost juice ‘happy hour’
5. lying, especially about having things that don’t actually exist, e.g. building a fake image, selling a product that hasn’t actually been created yet (essential e.g DOS).

rules of business (myself)

(a) if you make something that people really want then it doesn’t matter who you are or what you do (within reason) it will be successful, likewise if you make something that no-one wants it doesn’t matter who you are or what you do it will not be successful, i.e. ‘selling’ it is irrelevant, most of the stuff in business books is irrelevant.

(b) In retail, location is (almost) everything.

(c) Most people only have one or two good ideas in their entire life (i.e. many famous people from the hotmail guy (Sabeer Bhatia) to the discoverer of DNA did one good thing and spent the rest of their life on hundreds of projects that never got anywhere), also people are born with a certain number of ideas/progress/discoveries and once these have come out nothing else comes out no matter how long they work, e.g. Einstein.
From the guy that started hotmail:

(a) an entrepreneur is generally a rebel but also pragmatic

(b) who uses (usually limited) resources to create a product/service/business that HAS VALUE/creates value, and that people around them are willing to pay for

(c) causes change

(d) challenges established ways of doing things

(e) but must make a quantum reduction in cost for the product or vice versa a quantum increase in the goodness of the service supplied to succeed? (the example he gives is a 10 fold reduction in price but that seems a little drastic although the point is made, e.g.with probabilistic sales patterns, just a small improvement would take so long to translate into measurable sales that it wouldn’t matter)
it’s not necessary to have a unique good idea, you can just do an existing business well (e.g. Julia ross) but it would be a bloody big help (e.g. boost, hotmail)

establishing a customer base:


buy a customer base/existing whole business e.g. customer base (mowing round), whole existing business


walk-past traffic, e.g. food place in food court of a large shopping centre


promotions – competitions, cougar girls etc


word-of-mouth (very slow unless product is a major leap forward)


loss-leader low prices, especially with high fixed/low variable costs, e.g. hairdressing, i.e. variable cost of supplying an extra service is low


joint venture – use another business’s customer base, pay them a commission on sales, cross-sell to each other’s customer bases


contact potential customers – letterbox distribution, buy mailing lists


captive markets, e.g. advertising in a newsletter with regular distribution, a bank selling products to customers who come through the door regularly
note that secured borrowing is cheaper than unsecured borrowing

try and make a business that is the best in the market at one particular thing, i.e. assemble a team that is the strongest in the market in that area, rather than trying to meet the interests of every different type of customer

You don’t necessarily have to build a public profile or reputation, there are billion dollar companies that no-one’s ever heard of, e.g. wholesalers, farming companies, GE capital (a finance company), operating in the business-to-business market. As a related issue, word-of-mouth can build a company’s business without need for advertising or even sales people, e.g. clayton’s kitchens (not sure if clayton’s is business-to-business or not, although that’s a separate issue, probably business-to-trade would be more descriptive)

For some reason in practice takeovers seem to be possible and very successful for growing companies even if you’re quite small, e.g. boost is really only worth a few million but it bought another chain of multiple juice stores.

One metric to measure ‘service’ quality quantitatively is the ratio of employee numbers to customer numbers, e.g. in a hotel.

Also, the percentage error rate. As soon as you measure the error rate people start checking twice to make sure everything’s ok before submitting it to the customer etc.

Annuity income – Microsoft licencing DOS, KFC getting one nickel per chicken sold, insurance policy income, mobile phone accounts commission income, franchising fees
Pricing products a costs plus a margin sounds simple but in fact the costs are dependant on the volume sold (due to fixed costs), so in fact its more dangerous than it appears as there is an implied estimated number of sales involved in the calculation and if this is not realistic then the pricing might not be optimum or even sustainable, what is really needed is a price vs. sales volume curve to determine optimum price (obviously extremely difficult to determine though).

Other pricing considerations

if some prices are too high then the business might get the impression in people’s minds of being expensive and so people will avoid it, e.g. small local milk bars and hardware shops

as one affect a number of very cheap items (e.g. consumables) might generate more traffic through the shop and to increase sales of higher-margin products and also boost the brand awareness of the public (although in some cases most of the profit comes from selling consumables like inkjet ink)

if prices are too low there will be low profitability, as low prices might increase sales to some extent, but there is a limited increase/decrease in sales with price because (a) some people will need to purchase something (almost) regardless of price – limits sales reduction as prices rise and (b) low prices will attract some extra buyers but there is a limit to this, apart from ridiculously low prices there will be a modest, not exponential, increase in sales with low prices – a lot of people will just walk past a store and never be interested regardless of the prices

in the case of products that are difficult to examine, e.g. services, software etc, low prices might make people believe that the product is no good and REDUCE sales (also perfume etc where the perception of sophistication, exclusivity and quality is largely actually created by the price)

if prices are slightly higher than competitors it probably wont affect sales much as no-one which switch providers, travel across town etc to get a marginal benefit, but if your profit margin is 5%, then in theory raising prices by just 1% would lead to a 20% increase in profits, which might be one reason why a lot of the most successful businesses don’t charge particularly low prices, e.g. boost, virgin atlantic, dick smith (?).

Business ideas

Websites


Dating site


Trading post-like sales site


Employment site

Book library like video library

Subway franchise

Exclusive cosmetics & perfume sale chain

Quantitative funds management company

Strictly Male – gifts for men, outdoors/adventure/bashwalking, pens/watches/jewelry,

Technology, special beer/wine, books, power tools? After shave

High quality baby food (not gourmet), e.g. 100% fruit

“Quantitative funds management”


Three principals – myself, geoff brianton, george platt (no ties in voting (odd number of people)


Too many principals 




Split the equity too many ways




Endless arguments with no clear direction and control




People leaving and distupting/abandoning things



Locked in while unable to make/influence decisions due to overload of votes from other principals.


Too few principals




Lack of credibility for getting funding and clients




Excessive workload on each principals for day-to-day problems



Lack of good ideas


Purpose



To manage money for large super funds in quantitative and non-traditional asset classes and products.


Products



Buy-and-write enhanced index fund



Quantitative fixed interest ? (geoff)



Low-systemic-risk equity fund for diversification (low correlation not just low beta, or you will just get low volatility assets like property trusts)



Low systemic risk mixed market portfolio fund such as paintings (not really but that’s the idea)



Negative correlation fund for extreme diversification, but where to find the assets?



Write rental guarantees (but that’s just a business, not funds management)



Active core?


Funding



Split principal’s equity three ways



Equity funding from a bank or very large super fund (not investment bank)


Marketing



Develop product ideas, backtest them and approach the asset consultants and the big super funds.

Business plan



Put together a 5-year plan including possible exit strategies (i.e. raise the idea from the very beginning that it will not be a lifetime project).
women’s shoes “baby doll shoes” & accessories – handbags, watches, belts etc

petshop, bakery

hairdressing

grotto type stuff

software development (bad idea?)

buying businesses in liquidation

employ some tradesmen and do shop fitouts, e.g. approach boost, just cuts etc to do their shop fitouts (selling shovels in a gold rush! Instead of being the franchisee/or)

woman’s watches

superannuation/investments for women fund (admits men as well), targeted at women (advertise in Cosmopolitan rather than money-management etc), simple and easily-understood due to survey of women indentifying that they believe they have little knowledge of super, e.g top 20 equally weighted fund, advertise along the lines of achieving financial security

Order clearing system, on-line interface for retailers to send orders to suppliers through direct stock-management-comms link-stockmanagement system-to-system link.

On-line internet car sales

Large-scale ideas: paddle-piston engine, chip with 1000 simple processors, oil tanker using massive plastic bad instead of steel hull, tandem seating 1 or 2 person car.

Melbourne asset exchange, similar to e-bay/trading post with fixed prices rather than auctions. To promote liquidity concentrate marketing efforts on a small geographic region first, e.g Melbourne (maybe even a small asset class, e.g. cars) have multiple names with common back-end to appeal to parochial interests, e.g. Sydney asset exchange, Brisbane asset exchange although doesn’t always form a simple acronym? Pricing: free (by advertising), pay only if you sell. Problems with existing systems: ebay, messy and complex screen layouts, also auctions don’t work – (a) can’t compare prices of multiple items like cars (BIG problem), (b) lot of uncertaintly in price i.e could be wasting your time, uncertainly causes nervousness, (c) might have to wait days or weeks for a result which is bad enough, but if you don’t get it might have to start all over again (d) bidding process is messy and complex (e) etc etc. trading post – on-line text is limited to the same small block of text as printed edition, can’t search across multiple cities (I don’t think) although that’s probably a small problem. Allow businesses to also post their products on the site in return for a small regular monthly fee. Don’t re-route payment through the site just rely on individuals contacting each other like through trading post, much simpler and avoids some possible messy outcomes (except for mail-order businesses it might be useful). Focus initially on private sales of unique items (e.g. trading post) rather than business sales of repeated items (e.g. amazon.com), make it compulsory to enter prices to aid buyers in comparing assets, include a ‘firm/negotiable’ flag when entering prices. Could use the back-end infrastructure to launch jobs site etc as well? But would need to set up totally separate business units to concentrate on each area separately, i.e ‘amazon.com’ launching a jobs site wouldn’t work as it’s a totally different field with people thinking about it separately, so people associate a site with a certain type of thing and most likely ignore other services offered by the site, better to use a different name and different front-interface to give mental idea of two separate entities for different purposes.

Include a free front-end news page like ‘the age’ with links to each of the different sites to attract interest. News stories are a good option for a default home page because they are constantly changing (rather than being static) with up-to-date interesting stories. To get the system started get someone to key in all the car ads from the age, trading post etc each week (potential copyright problems although the advertisers wouldn’t mind because they get free extra advertising)

High yield bonds

Set up an exchange. Direct investor to borrower link. Standardised loan documents and conditions. Require strict conditions such as monthly reporting of cashflows, cash balances, assets etc. borrowers as small businesses. Yields trade on the exchange. Amortising loans to reduce the risk to the borrower of changing conditions, also in practice for small businesses probably couldn’t repay the principal in a single lump sum at maturity. Interest-only or capitalised deferred interest for development projects. What about security and security documentation? Could be complex and individual which could be a problem for both cost and complexity of implementing it and also trading liquidity of (non) standardised products vs. higher volumes of a few products rather than many different products. Have some central trustee to hold all the security, settle trades, escrow arrangements etc? how to avoid the ASIC requirements for detailed and expensive prospectuses? Maybe a standard fill-in-the-blanks prospectus. Maybe some central clearing system so technically the borrower does not need a prospectus as they’re dealing with the central party. Have a borrower rating system like amazon and earn points for paying/not paying interest on time etc (yields should fall as time passes without a default giving capital gain to the lender) rather than having the borrower nominate an intial yield have a bidding system where the initial yield is determined by the market’s view of the credit quality (with a limit so the project doesn’t go ahead if the yield is over the maximum that the borrower sees as worth doing the project), set up a cash-management-like fund that investors can just deposit cash into and it is spread across a lot of bonds, include a cheque book etc. what about enforcement of security, might almost need a bank-like department for processing exercising security but then it just becomes a bank (although many features not like a bank such as forced monthly reporting, traded yields etc) allow anyone to lodge an application and have yield determined by investor demand (term determined by borrower but max 5 or 10 years amortising for ongoing operations and 2 years max (say) for development projects. For developer keep history of previous successful/unsuccessful projects. Have very simple procedures to allow even individuals building a sub-divided flat to use the system. Could be viewed simply as a bond exchange, or could be viewed as a bank with outsourced credit assessment to the general market. Anonymous to the market for individual borrowers (but details must be disclosed to the clearing house) No early pre-payment but borrower can buy-back their bonds on the market. Fixed or floating rates? Fixed is simpler but for over 5 years may need to go to floating (note that payments are made on capital raised, not current trading price of the bond), so yields on the bond are floating (could get complex if both the market yield of the bond and the dollar interest payments made are both floating), Fine grandularity, e.g. each bond has a face value of $100, allows for small investors and also easier diversification/selling down only part of a parcel. Purposes of the loans: development projects (e.g. build-and-sell a property), expansion (e.g. set up an additional shop), buying a business, (buying a house for non-conforming borrowers wanting 100% finance, maybe?). Include tools such as VAR based on history of cashflows, default likehood based on industry and type of project, estimated yield based on a model etc. To save costs have borrowers scan documents like payslips and post them on-line ? (on the other hand this makes it pretty easy to forge) In practice would need some human intervention as mortgages are complex in the procedures involved not just the size of the doco. No point for standard mortgages because margins are too narrow, it’s not intended to be a general securitised mortgage system, targeting less-usual higher yield situations. For development projects add 50% to the time estimated for the project to determine deadline. Have fixed procedures and timelines for enforcing security (note that bonds in default will still trade). For medium sized corporate borrowers could reduce costs compared to full prospectus raising, although these companies can probably use banks. Require independent valuations of assets annually, paid for by the borrower.

From an article in the Australian: Three central planks make up the foundations of a successful business owner or entrepreneur: They are a sellable product or service, great systems and terrific marketing

Books: Janine allis boost, Richard branson, Donald trump, jim’s mowing 

wolfram mathematica, blundy brazin (sanity music), Julia ross, John Ilhan (crazy john’s), bruno grollo, amazon.com, Michael dell

historical: 
rothschild (banking), 

henry ford (cars & mass production line), 

howard hughes (film, aircraft, although started with money), (films, aircraft design and car design are all intellectual property) 

jp morgan (banking, later railroads, steel)

aristotle onassis (shipping, finance)

Rockefeller (oil refining)

Modern:
Donald trump (real estate, casinos), warren buffet (stock investment), bill gates (software)


1 driven for success


2 tough (e.g. in negotiations)


3 work long hours


4 some started businesses in their teenage years, others had careers (generally very successful but not always) and started businesses in middle age


5 products not priced cheaply (boost, dick smith)


6 strong networks of contacts


7 cheeky (e.g. branson proposing extra foot traffic in lieu of rent)


8 self-promotion (almost all of them)


9 industries: retail (Janine allis, dick smith, Harvey Norman, brett blundy, crazy john’s), services (jim’s mowing, Julia ross), mixed (Richard branson, first student newspaper, retail music, then airlines)


10 as well as self-promotion as an individual, also builds strong brands – virgin, boost, (sanity ?)

categories


operating efficiency: macdonalds, henry ford


intellectual property: Howard Hughes (film, aircraft design), henry ford (car design)


import a foreign idea/trend: boost


franchisor: boost, jim’s mowing, Harvey Norman, macdonald’s


debt: Donald trump?


brand names: boost, virgin, dick smith


type (multiple overlaps)



manufacturing: henry ford, howard hughes, morgan (oil refining – could be considered a service) construction: donald trump, boost



services: boost (also retail, manufacturing), virgin, jim’s mowing, rothschild (banking), onassis (shipping, finance), julia ross



retail: macdonald’s, boost


categorise operations: manufacturing/services, customers: retail/wholesale?

Rothschild


Banking operations


Fanatical drive to accumulate wealth


Large gains from manipulation of stock/bond prices


Intelligence network


Absolute secrecy by the family


Presumably cooperation within the family and their operations in each region of the world


Lack of alliances with others


Funding supplied to both sides of wars leading to success whichever won, superior supplies of information, and ability to trade across blockades from one country to another


Extreme foresight, possibly helped by both excellent information gathering, and possibly also a very detached approach from other parties allowing a clear view of things

Richard branson notes


Mainly cashflow businesses with little capital requirements?


Large number of industries/businesses


Some failures


Supplies management and the name and sources capital from equity partners


Enters industries with only a few existing alternatives


Doesn’t compete on price?


Doesn’t use debt

Quotes

A few words about Kathmandu, Nepal from an antiques dealer: “a splendid cool climate, glorious scenery, a different culture, ancient and beautiful scenery, a community where arts flourish…” (although he went on to describe a bloody civil war and widespread jealousy amoung poor rural people for the cities folk.

Richard Branson

Business opportunities are like buses, there's always another one coming. 

I believe in benevolent dictatorship provided I am the dictator. 


I never get the accountants in before I start up a business. It's done on gut feeling, especially if I can see that they are taking the mickey out of the consumer. 

Like getting into a bleeding competition with a blood bank. 


The music industry is a strange combination of having real and intangible assets: pop bands are brand names in themselves, and at a given stage in their careers their name alone can practically gaurantee hit records. 


What's the quickest way to become a millionaire? Borrow fivers off everyone you meet. 

Warren Buffet

Chains of habit are too light to be felt until they are too heavy to be broken. 


Great investment opportunities come around when excellent companies are surrounded by unusual circumstances that cause the stock to be misappraised. 


I don't look to jump over 7-foot bars: I look around for 1-foot bars that I can step over. 


I never attempt to make money on the stock market. I buy on the assumption that they could close the market the next day and not reopen it for five years. 
 
If a business does well, the stock eventually follows. 


If past history was all there was to the game, the richest people would be librarians. 
 
It takes 20 years to build a reputation and five minutes to ruin it. If you think about that, you'll do things differently. 


It's far better to buy a wonderful company at a fair price than a fair company at a wonderful price. 


Look at market fluctuations as your friend rather than your enemy; profit from folly rather than participate in it. 


Only buy something that you'd be perfectly happy to hold if the market shut down for 10 years. 
 
Our favourite holding period is forever. 


Price is what you pay. Value is what you get. 
 
Risk comes from not knowing what you're doing. 


The investor of today does not profit from yesterday's growth. 


When a management with a reputation for brilliance tackles a business with a reputation for bad economics, it is the reputation of the business that remains intact. 


Why not invest your assets in the companies you really like? As Mae West said, "Too much of a good thing can be wonderful". 


Wide diversification is only required when investors do not understand what they are doing. 


You do things when the opportunities come along. I've had periods in my life when I've had a bundle of ideas come along, and I've had long dry spells. If I get an idea next week, I'll do something. If not, I won't do a damn thing. 


You only have to do a very few things right in your life so long as you don't do too many things wrong. 


Be brave when others are afraid, and afraid when others are brave

Henry ford

A bore is a person who opens his mouth and puts his feats in it. 
 
A business absolutely devoted to service will have only one worry about profits. They will be embarrassingly large. 

Chop your own wood, and it will warm you twice. 


Competition is the keen cutting edge of business, always shaving away at costs. 


It is well enough that people of the nation do not understand our banking and monetary system, for if they did, I believe there would be a revolution before tomorrow morning. 

Money is like an arm or leg - use it or lose it. 


Nothing is particularly hard if you divide it into small jobs. 


Obstacles are those frightful things you see when you take your eyes off your goal. 


Quality means doing it right when no one is looking. 


The competitor to be feared is one who never bothers about you at all, but goes on making his own business better all the time. 


The man who will use his skill and constructive imagination to see how much he can give for a dollar, instead of how little he can give for a dollar, is bound to succeed. 


The only real security that a man can have in this world is a reserve of knowledge, experience and ability. 


There is one rule for the industrialist and that is: Make the best quality of goods possible at the lowest cost possible, paying the highest wages possible. 


Thinking is the hardest work there is, which is probably the reason why so few engage in it. 

Bill Gates

It's not easy to remember, but IBM was the computer industry when I was growing up. You loved 'em. You hated 'em. You knew what they were doing. They had set a standard for mainframes. They also set a standard for great sales focus and heavy product R & D

Success is a lousy teacher. It seduces smart people into thinking they can't lose.

The first rule of any technology used in a business is that automation applied to an efficient operation will magnify the efficiency. The second is that automation applied to an inefficient operation will magnify the inefficiency.

J P Getty
Formula for success: Rise early, work hard, strike oil.

I buy when other people are selling.

In times of rapid change, experience could be your worst enemy.

My father said: "You must never try to make all the money that's in a deal. Let the other fellow make some money too, because if you have a reputation for always making all the money, you won't have many deals."

The man who comes up with a means for doing or producing almost anything better, faster or more economically has his future and his fortune at his fingertips.

There are one hundred men seeking security to one able man who is willing to risk his fortune.

To succeed in business, to reach the top, an individual must know all it is possible to know about that business. 
 
Estee Lauder

When you stop talking, you've lost your customer. When you turn your back, you've lost her.

J P Morgan

No problem can be solved until it is reduced to some simple form. The changing of a vague difficulty into a specific, concrete form is a very essential element in thinking.

John Rockefeller

A friendship founded on business is better than a business founded on friendship.

Do you know the only thing that gives me pleasure? It's to see my dividends coming in. 


Don't be afraid to give up the good to go for the great. 
 
I believe that thrift is essential to well-ordered living. 


I can think of nothing less pleasurable than a life devoted to pleasure. 
 
I do not think that there is any other quality so essential to success of any kind as the quality of perseverance. It overcomes almost everything, even nature. 
 
I have ways of making money that you know nothing of. 
 
I know of nothing more despicable and pathetic than a man who devotes all the hours of the waking day to the making of money for money's sake. 
 
I would rather earn 1% off a 100 people's efforts than 100% of my own efforts. 


If you want to succeed you should strike out on new paths, rather than travel the worn paths of accepted success. 
 
Singleness of purpose is one of the chief essentials for success in life, no matter what may be one's aim. 
 
The ability to deal with people is as purchasable a commodity as sugar or coffee and I will pay more for that ability than for any other under the sun. 
 
The most important thing for a young man is to establish a credit... a reputation, character. 

The way to make money is to buy when blood is running in the streets. 


Mayer Rothschild
Give me control of a nation's money and I care not who makes her laws. 
 
Permit me to issue and control the money of a nation, and I care not who makes its laws.

George Soros
Markets are constantly in a state of uncertainty and flux and money is made by discounting the obvious and betting on the unexpected

Once we realize that imperfect understanding is the human condition there is no shame in being wrong, only in failing to correct our mistakes. 

Stock market bubbles don't grow out of thin air. They have a solid basis in reality, but reality as distorted by a misconception. 
 
The financial markets generally are unpredictable. So that one has to have different scenarios... The idea that you can actually predict what's going to happen contradicts my way of looking at the market. 
 
The worse a situation becomes the less it takes to turn it around, the bigger the upside. 
 
Well, you know, I was a human being before I became a businessman. 
 
Donald Trump

A little more moderation would be good. Of course, my life hasn't exactly been one of moderation. 


As long as you’re going to be thinking anyway, think big. 

Everything in life is luck. 
 
Experience taught me a few things. One is to listen to your gut, no matter how good something sounds on paper. The second is that you're generally better off sticking with what you know. And the third is that sometimes your best investments are the ones you don't make. 

I try to learn from the past, but I plan for the future by focusing exclusively on the present. That's were the fun is. 


I wasn't satisfied just to earn a good living. I was looking to make a statement. 


It's tangible, it's solid, it's beautiful. It's artistic, from my standpoint, and I just love real estate. 


Part of being a winner is knowing when enough is enough. Sometimes you have to give up the fight and walk away, and move on to something that's more productive. 


The first thing the secretary types is the boss. 


When I build something for somebody, I always add $50 million or $60 million onto the price. My guys come in, they say it's going to cost $75 million. I say it's going to cost $125 million, and I build it for $100 million. Basically, I did a lousy job. But they think I did a great job. 


Ted Turner

I didn't get here for my acting... but I love show business. 


I know what I'm having 'em put on my tombstone: 'I have nothing more to say'. 
 
I'd say the chances are about 50-50 that humanity will be extinct or nearly extinct within 50 years. Weapons of mass destruction, disease, I mean this global warming is scaring the living daylights out of me. 
 
I've never run into a guy who could win at the top level in anything today and didn't have the right attitude, didn't give it everything he had, at least while he was doing it; wasn't prepared and didn't have the whole program worked out. 
 
If I only had a little humility, I'd be perfect. 


My son is now an "entrepreneur." That's what you're called when you don't have a job. 
 
Over a three year period, I gave away half of what I had. To be honest, my hands shook as I signed it away. I knew I was taking myself out of the race to be the richest man in the world. 
 
Sports is like a war without the killing. 
 
The media is too concentrated, too few people own too much. There's really five companies that control 90 percent of what we read, see and hear. It's not healthy. 


The United States has got some of the dumbest people in the world. I want you to know that we know that. 


War has been good to me from a financial standpoint but I don't want to make money that way. I don't want blood money. 


We have to do more than keep media giants from growing larger; they're already too big. We need a new set of rules that will break these huge companies to pieces. 


Jack Welch

Change before you have to.

Globalization has changed us into a company that searches the world, not just to sell or to source, but to find intellectual capital - the world's best talents and greatest ideas.

I was afraid of the internet... because I couldn't type.

If GE's strategy of investment in China is wrong, it represents a loss of a billion dollars, perhaps a couple of billion dollars. If it is right, it is the future of this company for the next century.

We've only been wealthy in this country for 70 years. Who said we ought to have all this? Is it ordained?

Willingness to change is a strength, even if it means plunging part of the company into total confusion for a while.

Julia Ross

Julia also advised me that you can have all the passion in the world, but if you're not organised and don't have the correct systems in place, it will come back to bite you."

Janine Allis

The more research you do, the less risk you’re taking

Michael Dell

I think one of the problems many startups have is they’re overcapitalised, as strange as that may sound. These companies were started back in the ‘bubble days’ – the vast majority of those failed; the vast majority of them were over-funded; they spent money on things that didn’t really help the business.

[myself startups funded with a generous capital amount might hire a lot of staff and so take on a lot of on-going expenses when they have no revenue and so they crash when the capital runs out (e.g. one-tell), in contrast something started from nothing and gradually built up would hopefully be lean and cashflow positive from the very beginning and to avoid the boom-crash pattern]

Also

John Gotti
Always be nice to bankers. Always be nice to pension fund managers. Always be nice to the media. In that order. 
 
Don't carry a gun. It's nice to have them close by, but don't carry them. You might get arrested. 
 
If you think your boss is stupid, remember: you wouldn't have a job if he was any smarter
Jim Jones

A man's gotta make at least one bet a day, else he could be walking around lucky and never know it.

Charles Manson

You know, a long time ago being crazy meant something. Nowadays everybody's crazy.

Naomi Robson, “Today Tonight” host
They f*cking drop it in at the last minute… You should be able to read every f*cking word, every comma… It’s like, “They f*cked up this, they’ve f*cked up that”. It’s like “f*ck you”, you know, “you’ll just have to walk the minefield and come out looking okay”. If you don’t, you’re the f*ckwit that wasn’t able to work it out. Well f*ck, you sit up here and you read this bloody autocue”.

Fundamental business options

Take an idea that is successful in one part of the world and launch it in another part of the world, e.g. boost

Soap-powder method, in consumer commodities where people chose a product at random, e.g. laundry powder, launch another product and you will get a share of the market due to random selection of the product.

Implement a new technology, e.g. henry ford – cars, howard Hughes aircraft, amazon internet

Debt funded takeovers, entrpreners during the 1980’s, in theory this is sustainable for a short term anyway if equity returns exceed debt returns, although one or two big mistakes could blow you up, also debt will only be supplied during market booms/bubbles

Bring a product/service to a new class of customers: junk bonds for companies previously unable to issue, Giannini banking, cash management trusts
Start a normal business but do it well – Julia ross, La Porchetta, macdonalds?

People in business issues
Some people in a role just don’t ‘get it’, e.g. some computer programmers, people with the wrong shape of personality in marketing.

It’s very hard to work out if someone doesn’t ‘get it’ but it’s critical to identify this in the first few weeks of employment and let them go if necessary

One wrong person in a role can do serious long term damage that 10 people can’t unwind, e.g. silent bugs in large programs, destroyed relationships with customers by bad client managers – due to destruction easier than creation (in cost dimension as well as in time), i.e. is costs 10 times as much to create something as destroy it.

If you take over another company or have a very large business you will have a mix of all types of people, this is inevitable, with 20,000 employees you can’t say ‘our people are better than the competition’ its ridiculous, unless maybe you had quantitative selection tests but this probably wouldn’t work anyway as you can’t select the important things on-mass.

It is much better for people to work in isolation on the areas that they’re good at and interested in and interact with others ‘across a fence’ rather than (a) everyone getting involved in everything or (b) people attempting projects together. It is much better to allow the flaws of one person’s idea to get the benefit of the consistency and creativity that comes with one person doing something, its often said that ‘no great works of art were painted by a committee’, but in fact no great works of art were even painted by TWO people together (despite the fact that the academic community thinks this is a good idea) e.g. the classic ‘back room / front man business partnership’?, steve hiscocks’ business model where each person is their own independent business unit, Janine allis’s philosophy against partnerships.

Training and development – important to relieve employees frustrations as the desire to grow and change is a fundamental human drive (although some people to not want change)

Sources of capital

Self

Friends/family/professional contacts

Business partners

Franchisees

Sharemarket listing

Joint venture partners (e.g. existing corporate)

Corporate equity partner

Vendor finance for purchase of a business

Debt

Customers – deposits, progress payments

Suppliers – trade credit

Business mistakes

1. having a really good idea or something that you’re good at, then feeling a need to expand into a whole lot of new services/products to continue growth when all the new ideas don’t work, e.g. boost and salads, Julia ross services (too soon to tell). Its better to stick to the successful product/service and expand geographically, although (a) this might still create a long term problem for the individual and the company as to what to ‘do next’ when expansion reaches a limit, alternatives (b) treat it as a cash cow that trades like a bond and return the cash to shareholders/do something completely new with it, although the underlying business will still need some rejuvenation otherwise it will slowly decline (although maybe this is inevitable and all ideas have a limited lifespan), still there is a definite tendancy to expand into a large number of unsuccessful ideas well before the original idea has reached any sort of limit, i.e. keep the company focused on a single simple service/product and just try to do it the best, even if this means modest long-term growth, can still be a successful idea, e.g grays rackets (is this really a good thing though, or is it a healthier thing to continue to strive for growth and expansion even if it results in decline and fading out?) maybe the problem is excessive & premature product expansion (example of this approach is Coke which really still just sells a single simple product)

2. being caught in an industry with some capital during a price war / heavy competition where everyone sells / supplies services at below cost / below sustainable levels and runs down their capital in order to preserve their volume / market share, it’s impossible to avoid losses or low profits in this environment, e.g. Julia ross

general notes

seek out where the high expenses are (e.g. shop fitouts) and then set up a business in that market, rather than narrow margin / price war markets (e.g. Richard branson’s first business selling CD’s in an overpriced CD market)

major problem in many industries is volume (e.g. hairdressing), wages, rents etc might be low and sale prices high but this doesn’t matter if the volume of customers is very low

tension between large/small number of outlets – if you open a large number of outlets scattered everywhere / multiple brands in same market you will increase total sales as you will get an increased random selection of customers, however, if you managed to buy up a large proportion of competitors and shut them down, you would actually get higher profit from REDUCING the number of outlets, as customers would be driven to the small number of remaining outlets and high volumes in those outlets would enable high profits and low total fixed costs.

From a website for a company that produces company brochures for tenders etc (my emphasis):

Some organisations, however, find it more effective to have a list of companies who have already proven that they have the expertise, cash flow, quality systems, safety record and right people.

A comment from a resume-producing site: the issues in hiring an employee:  Can you do the job? Will you do the job? Will you fit in?

A lot of trauma in interactions (business or otherwise) is avoided when there is a third person to break the link between the competing parties, e.g. landlord-agent-tenant, employer-temp agency-employee, person1-friend-person2 (being dumped etc), company/business person-employee-client

The major issue is to create a good product. Bill gate’s first visual basic language was reputedly a good product, Boost smoothies are a good product (as opposed to other things people talk about like ‘business strategy’ etc). On the other hand, it may not need to be a unique or extraordinary product, e.g. a smoothy is a good thing but there’s plenty of other shops that sell them

Confidence and ignorance (myself)

In some ways confidence comes from ignorance (not knowledge), most confident people left school early and knew relatively little, when you don’t know anything about an industry all you can see is a vision of success and it sounds simple and you are full of confidence and optimism, knowledge makes you afraid (not confident) as you understand how complex it is, all the things that could go wrong, how poor the success rate/profits are and so on. On the other hand when you are in an unfamiliar environment or attempting work you haven’t done you feel vulnerable and unconfident, once you are experienced in the environment you feel confident because you know what to do and where the traps are and how to safely avoid them.

Knowledge and ignorance


Gathering intelligence and information is critical (e.g the rothschilds, finding a well in the desert)


Too much knowledge of a discipline may ‘lock in’ current thinking and prevent orginial ideas and leaps forward, the limited (but not zero) amount of knowledge may be one reason why most revolutionary creative ideas occur to people in their early 20’s


The wright brother’s claimed they had to throw out science and reply on experience and experimentation to invent the airoplane and science actually held up their progress for years initially


A (very) large proportion of accepted knowledge and also raw information that you gather is false, which is one reason there is a benefit to throwing out theory


All theory is a limited view (it’s impossible to express the complexity of the universe in words/theory/science), even if it isn’t false, another reason for not knowing/using it


However, some fundamental theory is critical for progress, e.g. basic mathematics, as experimentation is a very slow way to learn (e.g. drug development), relying on slowly developing knowledge from a large number of cases, and the purity, hardness and insight of theory can be essential. If there is a long disconnection between the underlying drivers and the output (e.g. chaos), if might be actually impossible to derive the underlying facts from experiments (e.g. if the underlying driver is zero-sum like energy conservation this is essential to understand, but will not generally be revealed by a limited number of experiments), e.g. tesla saved incredible amounts of time compared to Edison because tesla was a trained engineer while Edison relied on brute-force experimentation.

Major changes in wealth come from creating or substantially changing an asset, not from the return on an asset (interest on a bond, annual profit of an operating business etc), e.g. Richard branson building a resort, Rothschild buying bonds at 5c in dollar with knowledge they were worth 50c, entrepreneur who bought and renovated a run-down las vegas casino, Janine allis creating the boost juice concept

A lot of successful ventures were considered highly risky or even certain to fail when they were first commenced (although probably not for ventures based on newly-formed technology such as internet, or new social trends such as boost/health), which answers why ‘if its such a good idea why hasn’t anyone done it before’ – everyone thought it WASN’T a good idea, but in fact it was, e.g. Richard branson’s airline, selling banking services to customer bases considered unreliable (women in (Islamic?) countries, early century banker to people without money)

Service is a function of the attitude of the individuals and the facts of the service. Little can probably be done about the attitude as people don’t change (including customers!) but the facts can be changed, e.g banks claim they are attempting to create good customer service but they are open really short hours, they charge excessive fees for minor defaults etc.

It’s probably impossible to implement but the ideal situation is to have each person chose the spending for their area, e.g (a) allocate a budget and let each individual right down to single individual level spend the budget on whichever expenses will be of greatest assistance to them, also (b) needs accountability of some sort so reducing team size and completing work (i.e. gaining revenue, output) with less expenses somehow becomes a positive not a negative, right down to individual team level (what about right down to individual level, e.g. if the individual can find and chose cheaper suppliers for what they use then somehow they benefit from this). Sometimes too much is spent on excess staff (e.g. manager’s pay increases with team size, the opposite to efficiently completing the work with minimum expenses), or too little is spent (ridiculous time wasted cleaning up disk space when a few grand could solve the whole problem and free up a lot of time), although this is not always the case.

Where possible get the customers to do the activities rather than staff, saves massive costs and complexity, e.g. in macdonalds customers (sometimes) clear their own tables, in the past it was predicted that the telephone service would break down as it grew due to the exponential number of operators required, so the solution was customer (instead of an operator) dialling their own connection, customer’s entering their own details into on-line site (although for larger transactions a call-centre should probably also be offered), on amazon customers key in their own reviews which builds a massive database of information (for free), much more than the business could create from the input of paid employees

Traditional marketing approach of ‘positioning’ – chose a number of axis and decide where on the axis you will be: e.g. minimal service/high service, high margin/low margin, target market 1/target market 2, etc.

Retail operations: mass market - (bunnings, kmart, big-w), category specialists (small?/extensive range in one category – compleat angler, haymes paint)

Bunnings – extensive range, discount retailing (or claim to be anyway) (like ‘reject shop’), high profile in the public conciousness, covers all aspects of the category of hardware supplies (i.e. you can assume that they will have it if it’s a hardware item).

Good products are important regardless of the area on the price range, e.g. the reject shop basically sells good products even though they’re cheap and also non-standard and a bit weird, while other discount shops just seem to sell useless junk

Michael dell – unique business model, i.e. manufacturing and direct sales to customers, bypassing retailers. After 20 years and making billions, for some reason no-one has bothered to copy this model and he is still the only major computer manufacturer doing this (I think) or any other manufacturer for that matter (e.g. cars).

Characteristics of companies in decline: large jumps in staff numbers, cashflow reliant on cash-cow products originally released a long time ago, in-fighting between divisions (i.e. the company looking inward and devouring itself rather than looking outwards at the market), continual reviews and planning without a clear and simple goal, repeated launching of new products that generate losses (trying to invent good ideas where no good idea naturally exists?? Difficult to express but when a cash cow exists the company should return funds to shareholders who might try a completely different industry rather than trying to come up with related new ideas in the same industry, alternatively good ideas/opportunities are rare, you’re better to do nothing and accumulate the cash when no opportunity is present rather than wasting the cash, on the other hand if you set up a business property in just about any industry it should be possible to make it profitable so maybe it’s a symptom of the decline in the internal structure of the company) e.g. IBM, microsoft

If you’re a small company you might still be able to get economies of scale (and so keep costs down to a competitive level) by producting a single specific product or service. Large companies might produce many products so by only producing one thing your volumes might actually be similar (or even greater than) the volume of any one product from a large competator – product one specific product and expand by selling it into a wider area (rather than expanding the product range) – e.g. model t ford ‘you can have any colour as long as it’s black’, crazy john’s (has about 5 products vs dick smith’s 30,000 products)
Advantages of only one product/service


Economies of scale



1 large machine vs. several smaller different ones



Simple process/machine rather than many complex machines



Buying power for supplies, large volume of few supplies vs. small volume of many supplies


Simpler IT systems and procedures


Much lower inventory costs, e.g. crazy john’s could get by with a few thousand dollars of inventory vs. $50k for a normal retail store


Strong knowledge of the production and process itself to improve both production and the product itself, could lead to a better product that the product from large companies for which the product is only a small part of their product range

Disadvantages


Loss of ability to cross-sell to existing customers


May need to expand distribution into wide geographical area to build a sustainable volume


Wholesalers/retailers may not wish to go to the trouble of establishing a relationship with a supplier that will only supply one product


Possible risk from lack of diverse product base but this may not be a major problem as would be at the forefront of developments in the specific product class so able to foresee problems/adapt.

Some of the biggest companies in the world only produce a handful of products: dell, Microsoft, BHP? Although some produce/carry thousands – amazon, walmart etc.
Virgin group manages to have 200 businesses but partly maintain this idea by having each business operate in only one segment.

High-inventory businesses – manufacturing, general retailing. Low inventory businesses – services, sale on commission (e.g. selling mobile phones on a no-cash purchase plan)

The purpose of a business is to

(a) make things (build products or deliver services). Businesses don’t ‘make money’, only the reserve bank makes money, although the value of things made is measured in dollars and goods are often exchanged for money

(b) battle to win territory. It is the spirit of life to begin as a tiny seed and expand outwards, fighting to expand a space in which to live.

Customer perception/conception of the business and products is everything. 

(a) There’s no point if the product is good if people think it’s bad, 

(b) e.g. if it is hard to assess (software, services) and it is cheap people might think it’s no good.
A large centralized system allows you to open longer hours because you can reduce from 10 to 2 people in off-peak but not from 3 to 0.5 people

“test something until you destroy it”, metal fatigue, unrealistic targets

Low margins may be due to 

Overcapacity

New entrants low-leading

Cultural issues may give rise to business opportunities, eg selling mortgages in japan, may be due to long delays in cultures updating to current situation, e.g. working women, also may be due to views formed as a child and sustained through life

Even if a concept is copied the original can still be successful for a very long time, e.g. macquare cash management trust, as the blood comes from the original and the others will always be one step behind and people forming copy-cat products don’t have the initiative to make them leaders?

Brand within people’s mind is very persistant over time and changes very slowly, e.g. Mercedes very successful when creating a low-cost car due to the persistent image of quality, engineering and prestique (maybe a bad example as persistence across product groups is different to persistence through time), e.g. if people imagine your products to be expensive (rightly or not) this will take a very long time to change.

If you charge (slightly) more than competitors this will give you more revenue to spend on advertising and so your product might be the only product that customers know about so sales might actually increase, not decrease.
Try targeting industries that everyone is ignoring (this is basically what buffet does?) because they are simple, old-fashioned, declining etc – cheap acquisitions, no new entrants loss-leading. Note that the growth rate of the business is not the same as the growth rate of the market/industry unless you basically own the whole market.
A business that is expected to decline to zero may still have substantial value as long as it has reasonable outlook – may be relevant for previous point (but could also build growing company in declining industry initially)

You can loose a lot of money in ‘hot’ industries because a lot of people might come in and loss-lead, and also the might go out of fashion (although in some cases might make a few years good profits before it collapses)
In some industries (restaurants) prices may be permanently loss-making, as as soon as one business goes under another starts up with unsustainable prices until it goes under and so on, so prices permanently loss-making within the industry? Is this possible?

Genuinely new products aren’t always a good idea because it might take lot of time and money to educate comsumers, e.g. the weird (dyson?) vacuum cleaner – might be safer to go for traditional product with minor improvements than completely radical product, unless the benefits are very clear, or small number of expert buyers for example.
Originality in product ideas isn’t always needed/good, its better to work methodically towards a clear goal with good, consistent, traditional products than jump from one radical idea to another completely different radical idea like some small companies do. NOTE: important to have a very clear medium-term goal to work towards.

Try as many ideas out as possible, don’t have meetings to asses and then reject them, try them out on customers, as the ones that succeed might not be the ones that you expect.

It’s just as important to transfer knowledge about what doesn’t work as what does work

Most products fail due to lack of effort, not lack of good ideas, i.e. lack of allocation of IT resources, management time, money, etc.

Everything is about information – 

e.g. if you know what price your suppliers are giving other customers, you can say ‘why am I getting $90 when fred smith is getting $85’, without this information you’re stuffed. (also this is much more effective than just trying to be aggressive in a ‘negotiation’, because it might be ignored and also you have no idea where the floor is so no idea what price to push for, also the first method is totally easy, stress free and likely to get quick results).

If you increase spending on services you will drastically reduce lost customers
(a) cheaper to keep a customer than gain a new one

(b) more positive comments from customers to friends

it is important to measure things, e.g. % customers lost each year, and you might get surprising results.

If you have to call customers do if before 5pm, as after 5pm is ‘personal time’ and before is ‘business time’

Backward chaining - ‘value engineering’, 

choose final price -> subtract margin -> determine cost -> build what you can to that cost, 

the opposite sequence to traditional cost+margin -> price.
Never underestimate how important reliability is to customers (e.g. returning phone calls)
In theory you could calculate a return-on-investment for every expense, e.g. money spent on marketing, retaining customers, following up bad debts etc. consider carefully any negative net values or low positive values, e.g. spent $10 on marketing which boosts income by $12.

Get a person from the target market to write the text in the ads to get the right jargon and also the same priorities/way of thinking, e.g young girl for juice shop may write ‘healthy yummy juices’ if that is what she would think of, which might be very different from what a CEO/marketing person might think of.

You can measure just about anything including vague things like ‘service’, e.g. ratio of staff to customers, average wait times, customer survey ratings of 1 to 10 for various issues, etc.

‘negotiation’ comes down to one thing – information. Whoever has the best information will win. For example, if someone offers to sell you their widgets for $12 but you happen to know that they’re selling them to fred for $10, you can say ‘but you’re selling them to fred for $10’. What are they going to say then? You’ve totally destroyed their bargaining position and you can basically get them immediately for $10. In a more realistic scenario, you may be able to find out that another supplier is supplying for $X, in which case you can explain this and so refer to that price.

Competitive advantages


Hire skilled staff (e.g. funds management)


Economies of scale


Spend money on product development


Licence patented technology


Import products not produced locally e.g. silk


Create an idea that people want e.g. juice bars

Just doing something well is good enough, you don’t need some magic ‘competative advantage’ as people say you do, although for large-scale businesses you might need something that could possibly be true, although in that case you get a reasonable market share out of customer laziness just from being big?

Notes and thoughts from franchising seminar:

Business


Invest in systems


Invest in a brand

As a method of raising capital, franchising:


Interest free


Don’t give up equity


Don’t give up control


Effectively unlimited amount can be raised over time (contrast with limits to debt)

Franchising business is not worth very much, e.g. 100 store chain may sell for $5m to $10m (fee 6% of revenue, say 100M revenue, net margin 10%, multiple 10 times -> $6M value)

Optimum ratio is about 3 franchise stores to 1 company store

Franchise transaction is cashflow positive all along (for franchisor), no need to fund an outflow before an inflow

Benefits of franchising


Buying power (may be significant, e.g. debate of 30% of wholesale price)


Higher brand awareness though larger number of stores


Spread advertising cost across more stores


Claimed franchisees may generate ideas and also committed, but this could potentially be crap and no better (or even worse) than normal employees

Good avenue for raising capital


Credibility for accessing prime store locations in shopping centers etc

Typical figures


Return on investment (wages + net profit) = 25% of invested capital


Sale price of entire chain – 3 times EBIT


Sale price of one franchisee’s operation – income to owner times 1.0 to 2.0, or EBIT times 3 where EBIT includes cost of a manager but not wages/profit of previous owner

Franchising mainly service businesses, e.g. retail, services

Banks will now lend 70% of start-up cost for new franchisees in blue-chip franchise operations.
Business ideas:

Shop for second-hand CD’s

Law firm specializing in intellectual property issues

Group of technical writers producing books on relevant issues

Nasty cards – sarcastic cards for divorce, resignation etc.

Training center for computer courses, leisure courses etc.
Operational risk audits
Outsourced employee functions i.e. payroll, super, workcover etc. handles all issues for a simple fee

Outsourced monthly reporting, outsourced analysis work

Wireless extention cords – for audio leads etc, small transmitter at one end and receiver at the other.

Power pack – box with battery/transformer/power plug to carry power box to car, inside roof etc.

AMR – Australian Materials Research – research and commercialization of materials


Artificial wood - a material with similar properties to wood, made from oil? Cellulose from a fast-growing plant? Should have smooth consistency rather than faults and knots


Ceramics e.g. for car engine parts


Biodegradable plastic

