
Free
 Sam

ple



©	2009	Cengage	Learning	Asia	Pte	Ltd

ALL	RIGHTS	RESERVED.	No	part	of	this	work	covered	by	the	copyright	herein	may	be	reproduced,	transmitted,
stored	or	used	in	any	form	or	by	any	means	graphic,	electronic,	or	mechanical,	including	but	not	limited	to
photocopying,	recording,	scanning,	digitalizing,	taping,	Web	distribution,	information	networks,	or	information	storage
and	retrieval	systems,	without	the	prior	written	permission	of	the	publisher.

For	permission	to	use	material	from	this	text	or	product,	email	to	asia.publishing@cengage.com

ISBN-13:	978-981-4246-82-8
ISBN-10:	981-4246-82-4
EPUB	ISBN:	978-981-4352-09-3

Cengage	Learning	Asia	Pte	Ltd
5	Shenton	Way	#01-01
UIC	Building
Singapore	068808

Cengage	Learning	is	a	leading	provider	of	customized	learning	solutions	with	office	locations	around	the	globe,
including	Singapore,	the	United	Kingdom,	Australia,	Mexico,	Brazil	and	Japan.	Locate	your	local	office	at:
www.cengage.com/global

Cengage	Learning	products	are	represented	in	Canada	by	Nelson	Education,	Ltd.

For	product	information,	visit	www.cengageasia.com

The	First	10	Yards:	The	5	Dynamics	of	Entrepreneurship	and	how	they	made	a	difference	at	DHL	and	other
successful	startups
Po	Chung	and	Saimond	Ip

Publishing	Director:
Paul	Tan

Assistant	Publishing	Manager:
Pauline	Lim

Senior	Product	Director:
Janet	Lim

Product	Manager:
Lee	Hong	Tan

Copy	Editor:
Lee	Ming	Ang

Cover	Designer:
Chrome	Media

Compositor:
International	Typesetters

Printed	in	Singapore
1	2	3	4	5	6	7	11	10	09	08

Free
 Sam

ple

http://www.cengage.com/global
http://www.cengageasia.com


Contents
About	the	Author

About	the	Book

Preface

Acknowledgments

Introduction

1				The	Five	Dynamics	of	Entrepreneurship

2				The	Beginning:	Minimum	Root	Qualities

3				Repellent	Qualities	Destroy	Trust

4				A	Distinctive,	Compelling	Proposition

5				Product	Knowledge

6				Sales:	The	Missing	Toolkit

7				Design:	The	Core	Entrepreneurial	Skill

8				The	Garage	Team

9				Self-motivating	Team	Members

10				Lean	and	Fast:	The	Key	to	Survival

11				The	Tribe	and	Its	Patriarch	or	Matriarch

12				David	and	Goliath:	The	Five	Dynamics	in	Action

Epilogue

Bibliography Free
 Sam

ple



The	Five	Dynamics	of
Entrepreneurship

THE	PERSONAL	OPERATING	SYSTEM
Corporate	 management	 could	 be	 said	 to	 be	 about	 institutions,	 systems,	 procedures,
processes,	and	many	other	things,	but	entrepreneurship	is	really	about	one	thing	and	one
thing	only:	 the	entrepreneur.	Our	 framework	 is	 thus	entrepreneur-centric.	At	 the	core	of
entrepreneurship	is	the	personal	operating	system	(POS)	of	the	entrepreneur.	The	POS	is
who	the	entrepreneur	really	is.

Every	entrepreneur	needs	to	possess	a	set	of	minimum	root	qualities	to	get	the	startup
off	 the	ground.	These	are	 the	 intrinsic	qualities	 that	we	mentioned	earlier,	which	are	not
things	 that	one	can	give	 to	others.	They	 include	such	qualities	as	passion,	 intuition,	and
risk	tolerance.

A	 startup	 has	 no	 track	 record,	 no	 brand,	 and	 often	 very	 little	 money.	 All	 its	 staff,
customers,	suppliers,	and	investors	are	simply	putting	their	trust	in	the	entrepreneur.	More
importantly,	 there’s	 a	 truth	 directly	 tied	 to	 the	 root	 qualities,	 which	 is	 that	 repellent
qualities	destroy	trust.	Confucius,	 the	ancient	Chinese	sage,	 listed	13	key	virtues	 that	he
believed	good	leaders	should	have.	Among	these	values	are	kindness,	righteousness,	and
trustworthiness.	These	old-fashioned	virtues	are	nice-to-haves	for	the	entrepreneur,	but	the
opposites,	 the	 anti-virtues	 (which	 I	 will	 call	 “viruses”),	 certainly	 are	 must-not-haves.
These	viruses	are	repulsive,	and	they	can	only	destroy	trust.	For	example,	would	you	want
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to	work	with	someone	who	 is	unkind,	unfair,	or	 rude,	creates	problems	 for	you,	betrays
you,	or	holds	a	grudge	against	you?	Like	I	said,	these	viruses	are	must-not-haves.

THE	PRODUCT	OR	SERVICE
A	startup’s	success	will	depend	 to	a	 large	extent	on	having	a	distinctive	 and	 compelling
proposition.	 Its	 product	 or	 service	 needs	 to	 stand	 out	 from	 the	 competition	 and	 be
compelling	 to	 its	 customers.	 The	 product	 or	 service	 will	 succeed	 the	 most	 if	 it	 either
eliminates	an	existing	problem	or	adds	significant	tangible	benefits.	Also,	it’s	a	myth	that
anyone	 can	 be	 successful	 with	 any	 new	 idea	 or	 any	 opportunity.	 You	 can’t.	 Most
entrepreneurs	 are	 already	 very	 knowledgeable	 about	 the	 product	 or	 service	 before	 they
start	a	business.	Since	even	those	who	are	experienced	will	run	into	unexpected	troubles
when	they	start	a	new	business,	novices	generally	introduce	more	problems	than	they	can
deal	with,	which	will	only	undercut	their	ability	to	be	lean,	fast,	and	effective.

MANAGEMENT	TOOLS
Although	the	ability	to	sell	is	undoubtedly	the	most	critical	tool	for	an	entrepreneur,	most
business	schools	have	tended	to	limit	this	aspect	in	their	curricula.	Not	only	that,	but	most
corporate	 executives	 hate	 selling.	 Sales	 as	 the	 missing	 toolkit	 can	 never	 be
overemphasized.	All	the	major	stakeholders	and	targets	of	a	startup—customers,	suppliers,
staff,	 investors—are	naturally	skeptical	about	a	new	business.	Salesmanship,	 then,	 is	 the
ability	to	convince	all	potential	partners	to	support	the	startup.

An	entrepreneur	also	has	to	be	a	designer,	and	design	is	the	core	entrepreneurial	skill.
The	entrepreneur	needs	to	be	able	to	recognize	and	create	patterns	that	work	well	together
—patterns	 that	 deliver	 the	winning	 proposition.	Good	 designs	 for	 startups	make	 use	 of
existing	affordable	elements.

THE	GARAGE	TEAM
Over	the	first	ten	yards	of	a	startup,	the	entrepreneur	needs	a	scalable,	multitasking	garage
team.	Such	a	team	reduces	cost	and	its	focus	is	on	delivering	the	core	proposition.	Startups
can’t	afford	the	expense	and	the	distraction	of	a	specialized	executive	team,	and	for	 that
reason	 need	 self-motivating	 team	 members.	 Corporate	 human	 resource	 managers	 talk
about	 how	 to	 motivate	 employees,	 but	 what	 a	 startup	 needs	 are	 self-motivating	 team
members	who	are	naturally	enthusiastic	about	their	jobs	and	are	focused.

THE	CULTURE	AND	ENVIRONMENT
Startups	 need	 to	 stay	 lean	 and	 fast	 to	 survive	 in	 an	 uncertain	 and	 often	 hostile
environment.	They	simply	can’t	afford	to	be	otherwise.	In	fact,	even	if	the	startup	is	lucky
enough	 to	begin	with	 a	healthy	 cash	position,	 it	 should	 still	 keep	 its	 operation	 lean	 and
fast.	This	habit	keeps	everyone	focused	and	allows	the	team	to	easily	change	course	when
necessary.	Within	 this	culture,	 the	entrepreneur	acts	 like	 the	patriarch	or	matriarch	of	a
tribe.	 Tribes	 are	 extended	 families,	 and	 tribal	 values	 really	 are	 an	 extension	 of	 family
values.	Everyone	understands	family	values,	and	members	of	a	team	will	naturally	create	a
sense	 of	 shared	 destiny,	 a	 behavior	 that	 the	 entrepreneur	 can	 and	 must	 tap	 into.	 The
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founder	will	find	that	there	are	times	when	he	or	she	must	behave	like	a	father	or	mother,
or	a	brother	or	sister,	if	that’s	what	it	takes	to	hold	the	team	together.	The	point,	however,
is	that	a	startup’s	values	are	the	same	as,	and	therefore	as	familiar	as,	family	values.

CASEBV
In	September	2004,	we	were	ready	to	present	the	framework	to	Victor	Fung,	my	friend	of
15	years,	my	golf	buddy,	and	the	guy	who	set	me	on	the	path	of	teaching	entrepreneurship.
Tom	Osgood	and	I	explained	my	model	 to	Victor,	and	after	carefully	listening	to	us	and
asking	probing	questions	he	finally	said,	“The	real	test	of	this	will	come	in	the	classroom.
You	will	learn	a	lot	about	whether	this	is	the	right	framework	by	teaching	it.”	We	agreed	it
was	time	to	take	it	to	the	business	faculty	of	Hong	Kong	University.	(The	fact	that	Victor
was	the	chairman	of	the	university	council	was	helpful.)

We	took	the	material	to	Hong	Kong	University	and	spoke	to	Professor	Richard	Wong,
who	had	just	been	promoted	to	deputy	vice-chancellor.	After	my	presentation,	he	took	a
long	moment	to	reflect,	and	I	thought	he	was	going	to	turn	me	down.	Finally,	he	said,	“Po,
after	you	get	your	book,	after	we	get	the	MBA	course	and	the	seminar,	you	may	very	well
pack	it	all	up	and	go	your	merry	way.	But	we	need	something	more	permanent.	We	need
to	create	a	center	that	will	carry	on	the	research	and	further	develop	the	domain.”

What	a	relief!	I	had	closed	my	sale.	For	the	rest	of	the	session,	I	shut	up	and	let	him
talk.	I	learned	a	long	time	ago	that	when	you’ve	closed	the	sale	it’s	better	to	say	nothing
more.	By	the	time	we	parted,	I	was	promised	the	creation	of	a	center,	an	office,	and	help
from	their	case-writing	team.	The	only	time	I	opened	my	mouth	was	when	I	agreed	to	help
set	up	the	operation	in	the	first	year.

We	decided	to	call	the	center	CASE,	for	the	Centre	for	Asian	Entrepreneurship.	Later,
we	found	out	serendipitously	 that	 the	university	had	a	dormant	unit	called	 the	Centre	of
Business	 Values,	 so	 we	 took	 that	 shell	 and	 changed	 the	 name	 to	 Centre	 for	 Asian
Entrepreneurship	 and	 Business	 Values	 (CASEBV).	 I	 couldn’t	 have	 wished	 for	 a	 better
name,	 since	 I	 had	 been	 promoting	 a	 value-centered	 approach	 to	 entrepreneurship,	 but	 I
didn’t	know	how	to	bring	it	up	without	looking	like	a	hackles-raising	evangelist.Free
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The	Beginning:
Minimum	Root	Qualities

In	1969,	I	moved	to	Elizabeth,	New	Jersey,	to	take	up	the	post	of	management	trainee	at
Topper	Toys.	By	1972,	I	was	operations	manager	for	the	company’s	buying	office	in	Hong
Kong,	to	where	I	had	repatriated.	In	order	to	expedite	the	company’s	shipping	process,	I
gradually	got	to	know	everyone	at	Hong	Kong’s	Kai	Tak	airport,	including	Janning	Chan,
TransWorld	Airlines’	cargo	manager.	One	day,	Chan	mentioned	that	he	had	met	an	Adrian
Dalsey,	who	had	launched	a	courier	service	linking	Hong	Kong	with	the	United	States.	He
also	said	that	Dalsey	was	able	to	get	documents	from	Hong	Kong	to	New	York	in	a	day,
which	I	found	very	appealing.	At	the	time,	shipping	letters	of	credit	overseas	was	so	slow
that	it	threatened	my	employer’s	ability	to	get	the	raw	materials	it	needed	to	keep	factories
running.	With	this	in	mind,	I	arranged	to	meet	Dalsey,	hoping	that	he	could	ease	some	of
Topper	Toys’	pain.

Dalsey	was	 the	“D”	in	DHL,	a	courier	company	based	 in	San	Francisco	 that	he	had
founded	with	two	friends.	We	met,	and	for	the	following	hour	Dalsey	explained	what	his
company	could	do.	Later,	we	went	to	lunch	and	had	a	conversation	about	what	I	was	doing
with	my	time	and	how	I	saw	the	business	landscape	in	Hong	Kong	and	greater	Asia.	By
four	o’clock,	Dalsey	offered	me	a	job,	to	act	as	DHL’s	Hong	Kong	partner	in	its	courier
network.	After	Dalsey	left	Hong	Kong,	I	followed	up	with	him	on	this	matter	and	named
one	main	condition:	I	didn’t	only	want	Hong	Kong;	I	wanted	the	entire	Far	East.	A	week
later,	Dalsey	called	back	and	agreed.	From	there,	I	went	on	to	co-found	DHL	International,
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which	has	since	become	the	largest	international	courier	company	in	the	world.

TO	BE	OR	NOT	TO	BE?
Stories	like	mine,	about	the	early	days	of	business	ventures	that	later	became	phenomenal
successes,	are	rare	but	not	unheard	of.	Typically,	they	give	the	impression	of	spontaneity.
Spontaneous	or	not,	though,	how	does	a	person	know	that	it’s	going	to	work	out?	How	do
you	decide	if	and	when	to	take	the	plunge?	In	other	words,	how	do	you	know	what	it	takes
to	 become	 an	 entrepreneur?	 To	 answer	 these	 questions,	 we	 go	 back	 to	 what	 we	 have
already	mentioned:	the	entrepreneur’s	POS,	the	personal	operating	system.

As	we	have	said,	 the	heart	of	a	startup	 is	 the	person—the	founder—and	what	 really
matters	for	this	person	is	his	or	her	POS.	It’s	important	not	to	confuse	the	operating	system
with	the	“application	program.”	As	with	computer	systems,	the	point	to	remember	is	that
an	 operating	 system	 is	what	 you	are,	whereas	 the	 application	 program	 is	what	 you	do.
Good	 application	programs	possessed	by	 an	 entrepreneur	 include	 the	person’s	 ability	 to
execute	tasks,	industry	knowledge,	the	amount	and	application	of	that	knowledge,	as	well
as	 other	 professional	 and	 business	 skills.	 As	 noted	 earlier,	 corporate	 management,	 the
subject	 that	 tends	 to	 fill	 MBA	 programs,	 deals	 with	 institutions,	 systems,	 procedures,
processes,	manuals,	accounting,	human	resources,	marketing,	strategy,	and	the	many	other
things	 that	make	businesses	 run.	Entrepreneurship,	 for	 its	part,	 is	 really	about	one	 thing
and	one	thing	only:	the	entrepreneur’s	being.

I	 suggest	 that	 before	 you	 decide	 to	 take	 the	 plunge,	 consider	whether	 you	 have	 the
minimum	 amount	 of	 the	 root	 qualities	 that	 are	 found	 in	 the	 POS	 of	 all	 successful
entrepreneurs.	 I’ve	borrowed	 the	 term	“root	qualities”	 ( )	 from	Buddhism,	which	 are
understood	as	 the	inner	or	 intrinsic	qualities	 that	are	required	in	entrepreneurs,	but	 these
are	almost	impossible	to	teach	in	the	classroom.	These	are	qualities	that	everyone	has	to	a
lesser	 or	 greater	 degree,	 but	 it	 takes	 a	 minimum	 amount	 of	 each	 of	 six	 essential	 root
qualities	to	make	for	a	successful	entrepreneur.	Just	as	a	certain	grade	of	steel	is	needed	to
build	 any	kind	of	winning	 race	 car,	 there	 needs	 to	 be	 a	minimum	amount	 of	 these	 root
qualities	to	enable	an	entrepreneur	to	get	the	startup	off	the	ground.

The	essential	root	qualities	are	as	follows:

1.	Passion,	focus,	and	dedication

2.	Risk	tolerance	and	the	“sleep	factor”

3.	Intuition	and	common	sense

4.	Courage	and	stamina

5.	IQ	and	EQ

6.	Luck/blessing	factor	and	health

PASSION,	FOCUS,	AND	DEDICATION
Almost	all	published	works	on	entrepreneurship	cite	 the	need	 for	passion—that	burning
desire	 to	 make	 something	 work—as	 a	 determinant	 of	 success.	 This	 is	 the	 “fire	 in	 the
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belly”	that	makes	a	dream	come	true.	True	entrepreneurs	often	feel	that	they	don’t	have	a
choice,	that	they	must	launch	the	startup,	and	that	they	just	can’t	kill	the	fire	or	the	burning
desire	within.	True	entrepreneurs	are	literally	consumed	by	these	feelings.

Audrey	 MacLean	 was	 raised	 in	 a	 poor	 rural	 New	 York	 family	 with	 nine	 younger
siblings.1	 She	went	 on	 to	 get	 a	mathematics	 degree	 and	worked	 as	 a	 fashion	model,	 an
engineer,	 and	 a	 sales	 executive	 before	 spending	 over	 a	 decade	 running	 two	 successful
technology	 firms	 that	 she	 co-founded	 in	 Silicon	 Valley.	 Later,	 she	 invested	 in	 other
people’s	 startups,	 acting	 as	 a	 business	 “angel,”	 and	 picked	many	 winners	 from	 a	 wide
range	of	industries.

What	is	the	common	denominator	that	she’d	look	for	in	would-be	entrepreneurs?	Her
secret	philosophy?	MacLean	compares	starting	a	business	to	going	to	war.	One	has	to	be
totally	 committed.	Among	potential	 entrepreneurs,	 her	 bets	would	be	on	 the	passionate,
the	insanely	passionate.

This	 insane	 passion,	 the	 fire	 in	 the	 belly,	 sometimes	 becomes	 so	 unbearable	 that	 it
compels	 one	 to	 derail	 from	 the	 “normal”	 course	 of	 life.	 Consider,	 if	 you	 will,	 all	 the
prominent	entrepreneurs	who	had	dropped	out	of	school.	One	of	these	insanely	passionate
individuals	 is	Michael	Dell,	whose	passion	started	very	early.	He	earned	his	first	$2,000
through	 a	mail-order	 stamp	 auction	 that	 he	 set	 up,	 complete	 with	 a	 catalog	 distributed
nationwide,	when	he	was	only	12	years	old.	Like	so	many	other	parents,	Mr.	and	Mrs.	Dell
wanted	 their	 son	 to	 get	 a	 good	 college	 education	 and	 become	 a	 doctor.	Much	 to	 their
chagrin,	the	burning	desire	caught	up	with	the	young	Dell,	who	dropped	out	of	school	in
1984	when	 he	was	 19	 to	 launch	 PCs	 Limited	with	 his	 savings.	 PCs	 Limited	was	 later
renamed	Dell	Computer	Corporation.	In	Dell’s	case,	the	fire	in	the	belly	was	kindled	when
he	got	fed	up	with	electronics	store	salespeople	who	knew	less	about	computers	than	he
did.

Passion	is	a	necessity	but	is	not	in	itself	sufficient	as	a	root	quality.	Passion	must	be
complemented	by	focus	and	dedication.	Many	people	can	dream	up	a	host	of	wonderful
ideas,	and	they’re	extremely	passionate	too,	but	they	nevertheless	fail	to	turn	their	dreams
into	 reality.	 Modern	 liberal	 education	 encourages	 us	 to	 dream	 impossible	 dreams,	 but
dreams	in	and	of	themselves	are	not	enough.	The	conservative	dislikes	dreams	and	faults
the	dreamer	 for	being	unrealistic	or	 impractical.	Successful	entrepreneurs,	 for	 their	part,
believe	 in	 having	 dreams,	 but	 they	 know	 that	 dreams	 will	 remain	 just	 dreams	 if	 one
doesn’t	 have	 the	 ability	 to	 turn	 them	 into	 reality,	 the	 ability	 to	 get	 things	 done.	 As	 a
Japanese	proverb	reminds	us,	a	vision	without	action	is	a	daydream,	but	action	without	a
vision	is	a	nightmare.	The	entrepreneur	must	have	both	vision	and	action,	and	this	requires
focus	and	dedication—in	fact,	an	extraordinary	level	of	both.	That’s	why	it	is	difficult	to
find	 a	 good	 entrepreneur,	 as	 the	 person	 needs	 to	 have	 very	 different	 personality	 traits:
passion,	focus,	and	dedication.

When	Dell	started	PCs	Limited,	he	faced	one	major	obstacle:	where	 to	 find	a	cheap
source	of	machines	that	were	in	good	order.	Most	people	would	have	called	it	a	day	at	this
point	and	let	the	passion	fizzle	out.	But	Dell	is	not	like	most	people.	He	figured	that	his
only	 source	would	 be	 unsold	 stocks	 of	 IBM	personal	 computers,	 so	 he	 knocked	 on	 the
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doors	of	dealers	and	retailers	and	offered	to	buy	up	all	their	surplus	PCs	at	cost.	He	then
added	a	few	bells	and	whistles	like	better	graphics	cards	or	hard	disks	and	resold	them.

Mind	 you,	 those	 early	 days	weren’t	 all	 glamour	 and	 glory	 for	Dell.	 Back	 then,	 the
business	consisted	of	three	guys	who	would	assemble	the	PCs	at	a	six-foot	table.	That	was
it,	 the	entire	operation.	For	his	part,	Dell	worked	18-hour	days	and	slept	on	a	cot	 in	his
office.	 Dell	 is	 often	 commended	 for	 his	 innovative	 direct-marketing	 and	 order-taking
strategy,	as	well	as	his	passion	for	this	strategy.	He	had	the	passion,	which	gave	him	the
motivation,	but	his	dedication	and	focus	on	getting	things	done	shouldn’t	be	overlooked.

Jennifer	Lawton,	who	founded	the	multimillion-dollar	computer	networking	company
Net	 Daemons,	 recalls	 being	 stunned	 by	 the	 misguided	 impression	 that	 one	 of	 her
employees	had	about	running	a	business.2	The	employee	was	interested	in	heading	a	new
company	 that	Lawton	was	 spinning	off.	Lawton	warned	her	 about	what	 it	 took	 to	get	 a
startup	 running,	 the	 endless	 work	 and	 the	 long	 hours.	 The	 employee’s	 response	 was
startling;	she’d	expected	to	work	20	hours	a	week,	with	the	help	of	an	assistant!

Not	every	entrepreneur	needs	to	put	in	a	20-hour	day,	but	all	successful	entrepreneurs
are	 extremely	 dedicated	 and	 focused	 on	 getting	 the	 job	 done.	 It’s	 part	 of	 their	 root
qualities,	intrinsic	to	their	nature.	It	should	be	noted	that	many	people	can	become	fairly
focused	 and	 dedicated	 when	 forced	 to	 do	 so	 by	 external	 systems,	 regulations,	 or
circumstances.	 In	 one	 of	 his	 MBA	 classes,	 Saimond	 had	 an	 interesting	 debate	 with	 a
student	 who	 believed	 that	 all	 medical	 doctors	 were	 passionate,	 focused,	 and	 dedicated.
“During	 internship,	 they	have	 to	 get	 up	 at	 four	 every	morning,	 go	 to	 the	hospital	 to	 do
some	really	nasty	jobs,	and	work	more	than	100	hours	every	week.	You	need	passion	and
dedication	to	do	that.”

No	 doubt	 many	 medical	 doctors	 are	 passionate,	 focused,	 and	 dedicated,	 and	 they
might	even	make	great	entrepreneurs,	but	not	all	of	them.	The	medical	school	system,	in
fact	the	entire	medical	system,	demands	extremely	hard	work	from	interns.	On	the	other
hand,	 there	 are	no	bosses,	 no	 rules,	 and	no	 institution	 in	place	 to	make	an	 entrepreneur
stay	focused	and	dedicated.	It’s	all	up	to	the	entrepreneur.	Because	of	this,	entrepreneurs’
success	hinges	on	their	intrinsic	nature,	their	root	qualities.

RISK	TOLERANCE	AND	THE	SLEEP	FACTOR
When	Robert	Hisrich	 surveyed	 the	 historical	 development	 of	 the	 term	 entrepreneur,	 he
identified	 ten	different	definitions.3	Understandably,	an	entrepreneur	 is	defined	by	many
as	 an	 innovator,	 and	 by	 some	 as	 the	manager	 of	 a	 business	 startup	 (as	 opposed	 to	 the
provider	 of	 the	 capital).	 Interestingly,	 four	 of	 the	 definitions	 call	 an	 entrepreneur	 a	 risk
taker	 or	 risk	 bearer.	 Risk	 taking	 is	 often	 hailed	 as	 the	 hallmark	 of	 entrepreneurship,
especially	in	popular	American	culture.	Entrepreneurs	do	sometimes	risk	their	life	savings,
their	homes,	their	jobs,	and	even	their	reputations.	Sometimes,	even	more:

“Wake	up,	Steven!	It	must	be	some	mistake,	but	American	Express	is	calling	and	says
it’s	 important.	 It’s	 something	 about	 your	 credit	 rating.”	 His	 wife’s	 voice	 roused
Steven	Belkin	from	a	fitful	sleep.	A	cascade	of	problems	swept	through	his	mind	as
Joan	handed	him	the	telephone:	“This	must	be	about	my	$15,000	overdue	card	bill.
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Joan	hasn’t	realized	I’m	in	quite	so	deep	…	she’s	going	to	be	a	bit	shaken	by	this.	I
can	see	I’d	better	 reassure	her	when	I	get	off	 the	phone	…	but	 to	 tell	 the	 truth,	 if	 I
don’t	find	investors	soon,	I’m	really	in	trouble.”	It	was	11:30	the	night	of	December
5,	1973.	Steven	Belkin	had	charged	many	of	his	expenses	while	trying	to	set	up	a	new
group	travel	business.	Finding	investors	was	proving	much	more	difficult	than	he	had
anticipated	and	he	had	had	to	let	his	bill	slip	for	a	couple	of	months.4

Another	entrepreneur	 refers	 to	 the	game	of	“entrepreneurial	solitaire”	 that	he	played
every	night	when	he	went	back	 to	his	motel	 room	after	many	long	days	of	unsuccessful
fund	 raising.	On	 the	huge	motel	 bed,	 he	would	 lay	out	 his	 stacks	of	 credit	 cards,	 along
with	their	bank	statements,	all	to	see	how	he	would	cover	the	minimum	payment	for	each
card.	In	some	cases,	he	would	cover	one	card’s	minimum	payment	by	withdrawing	from
another.	In	fact,	many	entrepreneurs	assume	excessive	personal	debt	and	are	even	driven
to	bankruptcy.	This	aspect	of	risk	tolerance	is	an	important	part	of	entrepreneurship,	which
I	call	the	entrepreneur’s	tolerance	for	losing.	The	rewards	for	taking	this	risk	can	be	both
physical	 (monetary)	 and	 spiritual,	 the	 latter	 being	 the	 emotional	 and	 psychological
benefits	you	get	from	your	achievements.

There	is	a	second,	more	important	aspect	of	risk	tolerance,	and	it’s	the	entrepreneur’s
ability	 to	 stay	 calm	 in	 the	 face	 of	 significant	 operational	 uncertainties,	 challenges,	 and
responsibilities.	One	could	call	this	the	tolerance	for	failure.	Tolerance	for	failure	is	one	of
the	 major,	 essential	 intrinsic	 root	 qualities	 found	 in	 entrepreneurs.	Why,	 indeed,	 is	 the
tolerance	 for	 failure	more	 fundamental	 and	more	 important	 to	entrepreneurship	 than	 the
tolerance	 for	 losing?	On	 the	 one	 hand,	 if	 you	 cannot	 tolerate	 the	 risk	 of	 losing	what	 is
required	to	start	the	business,	chances	are	that	you	wouldn’t	have	started	in	the	first	place.
On	the	other	hand,	even	if	tolerating	high	risk	is	not	intrinsic	to	your	nature,	you	may	still
be	tempted	to	take	a	gamble.	After	all,	placing	a	high-stake	bet	is	only	a	one-off	decision.
Many	 people	 could	 and	 would	 be	 driven	 by	 impulse,	 a	 special	 circumstance,	 a	 very
persuasive	 friend,	 or	 an	 extremely	 attractive	 business	 idea,	 even	 if	 it	 goes	 against	 their
own	belief	system.

The	tolerance	for	failure,	in	contrast,	is	an	ongoing	requirement.	Entrepreneurs	need	to
stay	 calm	 and	 level-headed	 every	 single	 day	 in	 order	 to	 cope	 with	 the	 significant
uncertainties	 and	 heavy	 responsibility	 often	 associated	 with	 entrepreneurship.	 This
condition	is	the	acid	test	for	this	intrinsic	root	quality	of	entrepreneurs.

I	believe	there	is	a	simple	objective	test	for	the	tolerance	for	failure,	something	I	call
the	“sleep	factor”—how	well	you	sleep	when	you	don’t	know	whether	you	can	pay	your
staff	at	the	end	of	the	month.	Most	entrepreneurs	face	this	test	many	times	in	their	lives.

The	entrepreneur	might	be	able	to	defer	payment	to	suppliers	by	weeks	or	months,	but
staff	wages	should	never	be	delayed.	How	would	you	face	40	people	who	can’t	meet	their
monthly	bill	and	mortgage	payments	because	you	fail	 to	pay	 their	wages?	This	pressure
creates	 a	 most	 stressful	 situation;	 and	 if	 it	 gives	 the	 entrepreneur	 insomnia	 over	 a
prolonged	period,	then	the	company	is	doomed	to	fail.

Successful	entrepreneurs	adopt	the	best	course	of	action	to	get	the	money	needed,	and
they	sleep	well	at	night	 to	wake	up	refreshed	 the	next	morning	ready	for	another	battle.
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They	might	try	to	land	the	next	big	customer,	chase	a	critical	account	receivable,	or	secure
a	quick	financing.	There’s	still	no	guarantee	that	they’ll	make	it,	but	at	least	they’ve	given
it	their	best	shot.

Another	popular	myth	about	entrepreneurs	is	that	they	are	high-stake	gamblers—that
is,	when	they	bet,	 they	bet	big.	Actually,	nothing	could	be	further	from	the	truth.	To	the
outsider,	 entrepreneurs	might	 look	 a	 lot	 like	 gamblers.	 They	 certainly	 can	 appear	 to	 be
taking	a	great	risk	and	a	big	gamble.	Entrepreneurs	aren’t	gamblers;	what	they	do	really	is
to	tolerate	the	necessary	risks.	Realistically,	since	the	business	is	their	baby,	they	wouldn’t
take	 too	 great	 a	 risk	 and	 put	 their	 baby	 in	 jeopardy.	 In	 fact,	 to	 ensure	 survival,	 good
entrepreneurs	do	everything	in	their	power	to	minimize	risk	and	not	take	a	gamble.

IT	innovators	like	Scott	Cook,	the	developer	of	Quicken,	would	first	develop	and	test
a	prototype	before	launching	a	product,	all	 to	eliminate	the	technological	risk	factors.	In
the	case	of	Michael	Dell,	he	would	get	customers	 to	pay	for	 their	orders	before	starting
assembly.	 Not	 only	 that,	 but	 the	 savvy	 entrepreneur	 keeps	 the	 business	 lean	 and	 agile,
minimizing	the	financial	risks	associated	with	cost	overrun	and	market	uncertainties.	The
chapter	on	being	 lean	and	fast	will	show	many	more	such	examples.	Risk	 tolerance	and
minimization,	not	risk	tendencies,	is	an	essential	entrepreneurial	root	quality.

GUT	FEELING	AND	COMMON	SENSE

Someone	walked	into	Dale	Brundage’s	office	with	an	invention.5	It	was	a	chainsaw	on	a
stick	 that	 could	 be	 called	 an	 “extension	 saw.”	 Amazingly,	 this	 saw	 could	 reach	 tree
branches	as	high	as	15	feet	from	the	ground.	It	could	help	reduce	the	danger	of	climbing
up	trees.	At	the	time,	the	only	alternative	was	very	expensive,	and	Brundage’s	gut	feeling
told	 him	 that	 many	 agencies	 in	 charge	 of	 parks	 and	 public	 roads	 would	 want	 this
innovative	 tool.	Brundage	 followed	his	 intuition,	 and	 the	 result	was	 a	 highly	 rewarding
business	venture.

The	entrepreneurs,	without	having	all	 the	 information	beforehand,	use	 their	 intuition
to	 predict	 how	 a	 situation	 could	 unfold.	 Unlike	 in	 a	 corporate	 environment,	 the
entrepreneur	 doesn’t	 have	 the	 time	 or	 the	 resources	 to	 gather	 all	 the	 information	 and
conduct	 all	 the	 analyses	 required.	 Just	 as	 in	 Brundage’s	 case	 with	 the	 new	 chainsaw,
sometimes	 the	 only	 advantage	 an	 entrepreneur	 has	 is	 to	 be	 able	 to	move	 fast	 when	 an
opportunity	presents	itself.	However,	with	limited	resources,	the	entrepreneur	can’t	follow
every	opportunity	that	presents	itself.	For	that	reason,	the	inspired	entrepreneur	relies	on
gut	feeling	to	decide	which	is	the	right	opportunity	to	pursue.

Much	can	be	said	about	 following	your	 instinct,	but	 the	danger	 is	 to	mythicize	 it	as
some	kind	of	sixth	sense,	which	could	lead	to	highly	eccentric	or	risky	decisions.	For	this
reason,	going	with	your	gut	feeling	needs	to	be	counterbalanced	by	keen	common	sense,
or,	perhaps	more	appropriately,	an	acute	business	sense.	In	other	words,	you	need	a	clear
sense	of	what	will	or	won’t	work	in	a	business	context.	Good	entrepreneurs	might	not	do
an	exhaustive	market	research	or	feasibility	study,	but	they	would	actively	look	for	clear
evidence	of	market	potential	before	they	act	on	their	instinct.

Let	us	 look	at	a	classic	example	of	gut	 feeling	versus	business	sense:	 John	Sullivan
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and	Tim	Tucker	were	sent	to	install	new	equipment	for	a	large	cable	television	company.6
The	 equipment	 replaced	 was	 still	 in	 good	 working	 order	 but	 had	 been	 designed	 for	 a
smaller	 operation.	 As	 cable	 companies	 grew,	 they	 had	 to	 constantly	 upgrade	 their
equipment.	When	the	duo	returned	to	the	office	and	asked	their	boss	what	to	do	with	the
old	equipment,	 they	were	 told	 to	discard	 it.	As	 there	were	many	small	 cable	companies
around,	 John	 felt	 that	 there	must	 be	 a	market	 for	 the	 used	 equipment.	 They	 took	 out	 a
classified	 ad	 in	 an	 industry	 magazine	 and	 were	 amazed	 by	 the	 number	 of	 calls	 they
received;	within	a	week,	they	sold	all	the	items.	They	immediately	made	a	deal	with	their
boss	to	buy	all	used	equipment	at	a	set	price.	They	also	approached	a	few	other	large	cable
companies,	 and	 these	 firms	 were	 similarly	 disposing	 of	 their	 old	 equipment.	 After	 six
months,	their	business	grew	so	much	that	they	quit	their	jobs	to	run	it	full-time.

Sometimes,	gut	 feeling	 is	all	you	have	 to	go	on	because	no	one	else	will	believe	 in
your	product	or	service.	It’s	really	up	to	you	to	make	the	call.	Dell	made	that	call	when	no
one	 dared	 to	 finance	 a	 19-year-old	 college	 dropout.	 So	 did	 Debbie	 Fields	 when	 she
broached	 the	 idea	 of	 baking	 cookies	 for	 a	 living.	Her	 family	 balked	 at	 it.	Her	 husband
even	called	it	the	dumbest	idea	he	had	ever	heard	of,	and	her	parents	thought	that	it	would
never	 work,	 since	 she	 had	 no	 money,	 no	 job	 experience,	 and	 no	 formal	 education.
Regardless,	her	instinct	kept	her	going.	Mrs.	Fields	has	since	put	a	cookie	shop	in	almost
every	mall	 in	America.	 In	 fact,	 three	years	 after	 starting	her	business,	Debbie	hired	her
husband	into	the	Mrs.	Fields	Cookies	organization.

GUTS	AND	STAMINA
Many	entrepreneurs	are	school	dropouts.	Dell	dropped	out	of	school	to	create	what	is	now
the	 largest	 PC	manufacturing	 company	 in	 the	world.	 Another	 is	 Richard	 Schulze,	 who
dropped	out	of	college	to	work	for	his	father’s	electronics	distribution	business.7	When	his
father	 wasn’t	 open	 to	 his	 improvement	 ideas,	 he	 quit	 to	 start	 his	 own	 audio	 retailing
business,	 which	 he	 called	 the	 Sound	 of	 Music.	 He	 opened	 his	 first	 store	 in	 St.	 Paul,
Minnesota,	 and	 soon	grew	 it	 into	nine	 stores.	Then,	disaster	 struck.	 In	1981,	his	 largest
and	 most	 profitable	 store	 was	 completely	 destroyed	 by	 a	 tornado.	 But	 the	 young	 man
wasn’t	about	to	be	defeated.	He	gathered	his	65	employees	from	his	other	outlets	and	held
a	“tornado	sale”	in	the	stricken	store’s	parking	lot,	reallocating	the	entire	marketing	budget
to	promote	that	one	event.	The	tornado	proved	to	be	the	turning	point	for	his	business.	The
queue	 to	 get	 into	 the	 lot	 exceeded	 two	miles,	 and	Schulze	 had	 to	 bring	 in	more	 supply
from	his	other	outlets.	Schulze	threw	in	more	personal	assets,	repositioned	the	company,
brought	 in	 new	product	 lines,	 and	 renamed	 the	business	Best	Buy.	He	has	 continued	 to
relentlessly	grow	his	chain,	which	now	boasts	more	than	200	outlets.

Startups	face	many	ups	and	downs,	especially	in	the	beginning.	Not	every	one	of	them
gets	 hit	 by	 a	 tornado,	 but	 all	 will	 run	 into	 unexpected	 crises.	 Even	 seasoned	 corporate
executives	can	find	themselves	overwhelmed	by	a	series	of	unexpected	problems.	Faced
with	such	challenges,	entrepreneurs	have	to	stay	calm	and	sleep	well.	In	other	words,	they
need	a	minimum	level	of	risk	tolerance.	Staying	calm,	however,	only	allows	one	to	think
clearly	 about	 how	 to	 react.	One	 still	 needs	 to	 act	 decisively	 to	 keep	 the	 situation	under
control—this	calls	for	courage	and	stamina;	it	calls	for	guts.
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Schulze	knew	he	had	to	stay	calm	after	the	tornado	struck,	but	he	also	knew	he	had	to
get	beyond	that	stage,	to	make	the	best	of	the	situation.	It’s	more	than	putting	on	a	brave
face	in	extreme	adversity.	It’s	about	boldly	moving	ahead	with	the	best	business	decisions.

As	bad	luck	would	have	it,	disaster	struck	the	Schulze	empire	a	second	time,	in	1996.
Business	was	going	so	well	 that	Schulze	borrowed	heavily	to	stock	up	on	computers	for
the	Christmas	season.	Then,	 to	his	dismay,	Intel	 introduced	the	Pentium	microprocessor,
just	 before	 Christmas,	 leaving	 Best	 Buy	 with	 a	 huge	 inventory	 of	 obsolete	 PCs.	 The
company’s	 stock	 price	 tumbled	 from	 $22	 a	 share	 to	 $5.	 Angry	 shareholders	 demanded
Schulze’s	 resignation;	 this	 was	 the	 executive’s	 darkest	 hour.	 Not	 to	 be	 cowed,	 Schulze
stood	his	ground	and	refused	to	resign,	and	he	proceeded	to	stage	a	remarkable	recovery	to
save	the	company.	His	strategy	was	to	replace	low-margin	products	with	more	popular	and
profitable	ones	such	as	office	furniture,	home	appliances,	and	software.	He	then	scrapped
his	 “no	money	down,	no	monthly	payment,	 no	 interest”	 selling	policy	 and	 tightened	up
inventory	control.	Best	Buy	went	on	to	record	earnings	of	$94.5	million	for	the	1998	fiscal
year,	an	unbelievable	5,500	percent	annual	increase!

Another	reason	that	guts	and	stamina	are	essential	entrepreneurial	root	qualities	is	that,
ultimately,	 being	 an	 entrepreneur	 is	 a	 very	 lonely	 job.	 You	 need	 the	 stamina	 and
confidence	to	stay	the	course,	especially	when	you	feel	completely	and	utterly	alone.	Who
would	you	talk	to	when	your	startup	is	on	the	rocks?	You	may	even	hesitate	to	tell	your
spouse,	in	order	not	to	cause	undue	worry.	After	all,	your	spouse	isn’t	the	entrepreneur	and
may	 not	 possess	 the	 required	 risk	 tolerance	 to	 be	 able	 to	 sleep	 well	 at	 night.	 The
entrepreneur	 would	 also	 avoid	 discussing	 “life	 and	 death”	 matters	 with	 managers	 or
employees,	 lest	morale	 is	hurt	 and	commitment	weakens.	Employees	might	even	quit	 if
they	sense	 that	 the	firm	is	faltering.	The	entrepreneur	certainly	can’t	 turn	 to	 investors	or
shareholders,	who	 typically	make	 up	 the	 board	 of	 directors,	 since	 it	might	 put	 them	on
high	 alert	 and	 they	 might	 force	 the	 startup	 into	 a	 conservative	 and	 potentially	 fatal
position.	 They	 might	 even	 withdraw	 or	 reduce	 their	 financial	 support	 and	 worsen	 the
already	 bad	 situation.	 As	 such,	 the	 entrepreneur	 has	 to	 look	 assured	 and	 confident	 to
stakeholders,	 no	 matter	 what	 is	 happening.	 At	 the	 startup	 stage,	 the	 founder	 needs	 to
appear	to	be	in	complete	control,	even	if,	deep	down,	he	or	she	hasn’t	a	clue	what	to	do.
According	to	the	founder	of	a	software	venture,	Elvis	Presley’s	“I’m	so	lonely	I	could	cry”
aptly	describes	what	it’s	like	at	the	top.8

Entrepreneurs	need	to	find	ways	to	deal	with	the	loneliness,	such	as	forging	a	healthy,
supportive	 relationship	 with	 mentors.	 Yet,	 even	 with	 supportive	 mentors	 in	 the
background,	it	can	still	get	very	lonely	at	the	top.	Ultimately,	an	entrepreneur	must	possess
the	intrinsic	root	qualities	of	courage	and	stamina	in	them.

IQ	AND	EQ
Both	 intelligence	quotient	 (IQ)	and	emotional	quotient	 (EQ)	are	 important	 root	qualities
for	an	entrepreneur,	although	the	bar	need	not	be	set	extraordinarily	high.	I	wouldn’t	say,
for	 example,	 that	 entrepreneurs’	 IQ	 or	 EQ	 is	 necessarily	 higher	 than	 that	 of	 any	 other
business	executives,	but	it	is	still	critical	for	entrepreneurs	to	have	a	minimum	IQ	and	EQ.
The	consequence	of	a	below-par	IQ	or	EQ	could	be	disastrous.	A	couple	of	bad	managers
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or	abrasive	executives	might	hurt	 the	performance	of	an	established	corporation,	but	 it’s
unlikely	that	they	would	bring	down	the	whole	operation.	But	if	an	entrepreneur	behaves
similarly,	the	startup	might	never	get	off	the	ground.

While	having	some	 technical	knowledge	would	certainly	help	 in	a	biotechnology	or
high-technology	startup,	an	entrepreneur	generally	doesn’t	need	to	be	a	rocket	scientist	to
be	successful.	Most	entrepreneurs	can	reasonably	quickly	pick	up	the	basics	of	the	various
aspects	 of	 their	 business	 operation	 and	 understand	 the	 dynamics	 of	 their	 customers’
industries,	 but	 they	 don’t	 necessarily	 need	 much	 specialized	 technical	 knowledge.
Possessing	some	relevant	technical	knowledge	is	a	prerequisite	for	their	role	as	the	master
designer	or	architect	of	 the	entire	business	process,	critical	for	formulating	a	proposition
that	is	distinctive	and	compelling	to	customers.	You	will	never	be	successful	if	you	are	not
smart	enough	to	“get	it.”

EQ	is	 increasingly	recognized	as	an	essential	 leadership	quality.	Great	entrepreneurs
are	invariably	also	exemplary	leaders.	Kouzes	and	Posner’s	study	on	leadership	highlights
five	practices	of	exemplary	leaders:9

1.	Model	the	way

2.	Inspire	a	shared	vision

3.	Challenge	the	process

4.	Enable	others	to	act

5.	Encourage	the	heart

Model,	 inspire,	 challenge,	 enable,	 and	 encourage—all	 of	 these	 actions	 require
emotional	 intelligence.	Only	 leaders	with	 an	 extraordinary	EQ	could	master	 all	 the	 five
practices	at	the	startup	stage.	However,	you	do	not	need	to	be	a	master	in	all	five	practices
to	get	a	startup	off	the	ground.	You	only	need	to	be	sufficiently	competent.

Kouzes	and	Posner	suggest	that	a	great	leader	encourages	the	heart	by	creating	a	spirit
of	 community.	 In	 our	 case,	 I	 describe	 the	 startup’s	 community	 as	 a	 tribe,	 and	 the
entrepreneur	needs	emotional	intelligence	to	be	an	effective	patriarch	or	matriarch	of	the
tribe.

Modeling	 the	 way	 is	 perhaps	 the	 most	 common	 leadership	 tactic	 employed	 by
startups.	If	you	want	to	build	a	garage	team	of	multitasking	members,	you	yourself	need	to
get	your	hands	dirty	and	multitask.	You	will	not	inculcate	a	lean	and	mean	culture	if	you
fly	 business	 class	 while	 your	 team	members	 cram	 into	 economy-class	 seats.	 These	 are
examples	of	the	minimum	EQ	that	is	required.

LUCK/BLESSING	FACTOR	AND	HEALTH
Starting	a	business	 is	 tough.	 It	puts	considerable	 stress	on	 the	body	and	mind,	 from	 the
heavy	workload,	the	long	working	hours,	and	the	frequent	traveling.	You	don’t	need	to	be
as	strong	as	Arnold	Schwarzenegger,	but	you	certainly	need	to	be	in	good	health.	Anyone
prone	to	calling	in	sick	would	probably	find	entrepreneurship	too	much	to	handle.
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While	working	on	this	book,	Saimond	and	I	couldn’t	quite	agree	on	the	name	for	the
other	 half	 of	 this	 final	 root	 quality.	 Religious	 people	may	 call	 it	 blessing,	 or	 fu	 ( )	 in
Chinese.	 Secular	 literature	 would	 probably	 label	 it	 luck.	 Others	 may	 refer	 to	 cosmic
forces,	destiny,	fortune,	events,	fate,	circumstances,	or	other	similar	concepts.	Whichever
term	 is	used,	many	entrepreneurs	 recognize	 such	a	 factor	 as	 a	part	 of	 their	 success.	We
eventually	agreed	to	call	it	the	luck/blessing	factor.

Some	 entrepreneurs	 would	 even	 claim	 that	 90	 percent	 of	 their	 success	 is
circumstantial	(they	just	got	 lucky).	Motivational	speakers	 typically	would	attribute	only
10	percent	to	luck.	For	us,	we	don’t	look	at	how	much	this	factor	contributes	to	success.
We	 just	 accept	 that	 it’s	 one	 of	 the	minimum	 root	 qualities	 that	 an	 entrepreneur	 should
have.	We	were	very	lucky	that	Hong	Kong	was	the	battleground	for	our	confrontation	with
the	local	postal	authority	when	it	tried	to	stop	DHL,	a	new	threat	to	its	monopoly.	Had	it
been	in	Japan,	Korea,	or	Taiwan,	places	where	the	governments	consistently	influence	the
legal	agenda,	it	was	highly	unlikely	that	our	startup	could	have	survived	a	battle	against	a
government	agency.	 In	Hong	Kong,	at	 least	we	had	a	fighting	chance	 to	make	our	case.
After	 making	 our	 case,	 and	 winning,	 we	 could	 then	 build	 on	 that	 precedent	 for	 other
places.	We	were	lucky,	and	it	made	the	winning	difference.	Although	no	one	could	make	it
simply	by	being	blessed	or	lucky,	everyone,	especially	the	unproven	startup,	needs	some
luck.	It’s	simply	too	difficult	to	survive	if	you’re	cursed	by	a	never-ending	losing	streak.

Konosuke	Matsushita	 started	 a	 company	 to	 sell	 an	 improved	 electric	 socket	 that	 he
had	developed.	But	his	attempt	failed	miserably.	No	one	wanted	the	product,	and	money
quickly	 ran	out.	His	 family	couldn’t	 even	afford	 to	go	 to	 the	communal	bathhouse.	The
pawnbroker’s	register	told	a	story	of	months	of	living	hand-to-mouth.	Then,	on	the	verge
of	bankruptcy,	 an	unexpected	order	 for	 a	 thousand	electric	 fan	 insulator	plates	 came	 in.
The	fan	manufacturer	wanted	to	replace	the	traditional	ceramic	plate	with	one	made	of	a
state-of-the-art	composite	material.	By	that	time,	Matsushita	had	mastered	the	technology
for	making	this	material	(what	we	now	call	plastic).	After	that,	orders	for	plastic	insulator
plates	continued	to	pour	in,	and	the	Matsushita	Electric	Company	grew	rapidly.

In	 one	 sense,	 Matsushita	 would	 never	 have	 turned	 the	 tide	 of	 poverty	 had	 he	 not
mastered	the	plastics	manufacturing	technology.	I	can	rightly	claim	that	it	was	his	product
knowledge	 that	saved	 the	day,	but	equally	 important	was	 the	 timing	of	 the	order	 for	 the
insulator	plates.	The	Matsushita	family	wouldn’t	have	been	able	to	fulfill	the	order	had	it
come	any	later,	as	they	would	have	declared	bankruptcy	and	sold	off	all	their	machinery.
In	other	words,	fortune	had	smiled	on	them.

MINIMUM	ROOT	QUALITIES	CASE	STUDY:	THE	YOUNG
GREENGROCER

The	Young	Greengrocer	 is	 the	 largest	 fruit	and	vegetable	 retail	chain	 in	South	Korea.	 It
was	 founded	 by	 Lee	Myung	 Seok.10	 Lee	 is	 a	 great	 example	 of	 an	 entrepreneur,	 as	 he
possesses	all	the	essential	root	qualities.

Until	 very	 recently,	 South	Korean	 families’	 hope	was	 to	 see	 their	 children	 graduate
from	 prestigious	 universities	 and	 eventually	 secure	 a	 management	 job	 in	 one	 of	 the
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chaebol.	Chaebol	aren’t	numerous,	but	these	diversified	conglomerates	control	the	South
Korean	economy.	To	hold	a	management	position	in	a	chaebol	brings	many	rewards,	most
notably	the	prestige	of	having	made	it.	Lee	lived	up	to	these	expectations,	landing	a	job	in
a	chaebol	after	university.

Unfortunately	for	him,	and	for	his	parents,	he	couldn’t	get	along	with	his	superiors	and
was	made	redundant.	One	day,	sitting	 in	a	park	 in	 the	middle	of	Seoul,	 the	unemployed
young	man	was	wondering	what	he	 should	do	next,	when	 luck	 struck.	Some	have	even
called	it	his	destiny.

On	the	bench	next	to	Lee	was	seated	a	hawker	with	a	wagon	full	of	grilled	squid.	They
both	sat	there	for	a	long	time,	and	Lee	noticed	that	although	many	people	walked	through
the	park	no	one	bought	anything	from	the	hawker.	His	curiosity	piqued,	Lee	bought	some
of	 the	 stuff.	 It	 tasted	 great.	 He	 then	 bought	 all	 the	 grilled	 squid	 with	 his	 redundancy
payment—a	display	of	 his	 tolerance	 for	 risk.	Lee	got	 the	hawker	 to	 tell	 him	all	 that	 he
knew	about	his	product	and	then,	instead	of	waiting	for	customers	to	come	to	him	as	the
hawker	did,	he	pushed	the	wagon	around	the	park	and	took	his	wares	to	the	customers.	It
was	 the	middle	 of	 a	 normal	working	 day,	 and	 the	 park	was	 full	 of	 housewives	 happily
chatting	away	with	their	friends.

Pushing	his	wagon	past	some	groups,	Lee	shouted	that	he	had	the	best	grilled	squid	in
Korea,	just	flown	in	by	Korean	Air.	Some	people	got	curious	and	asked	if	he	really	did	fly
in	the	food	on	Korean	Air.	With	his	tongue	in	his	cheek,	Lee	said	he’d	used	the	national
carrier’s	less	expensive	competitor.	The	women	were	amused	and	began	chatting	with	the
young	salesman.	Amidst	the	laughter	and	chit-chat,	Lee	got	the	whole	group	to	sample	the
food.	Within	two	hours,	it	was	sold	out.	Lee	had	doubled	his	investment	within	two	hours.
The	amazing	experience	convinced	Lee	that	his	future	was	in	retail,	but	not	necessarily	in
selling	calamari	from	a	wagon	in	a	park.

Eventually,	Lee	decided	that	the	way	to	go	was	through	fruit	and	vegetable	retailing.
He	 first	 spent	 a	 year	 traveling	 across	 Korea	 talking	 to	 as	 many	 fruit	 and	 vegetable
merchants	as	he	could	find.	Formal	education	was	quite	rare	for	people	in	the	trade,	so	a
few	merchants	were	impressed	by	the	university	graduate’s	enthusiasm.	They	didn’t	hold
back	and	gave	Lee	all	he	could	take	on	fruit	and	vegetables.	Lee’s	primary	focus	was	on
how	 to	 pick	 quality	 produce	 and	 how	 the	 industry	 worked.	 This	 learning	 phase
demonstrates	Lee’s	IQ	and	EQ.

Unable	to	afford	the	rent	for	a	store	in	those	early	days,	Lee	operated	out	of	a	minivan.
Although	earning	enough	to	make	ends	meet,	he	found	it	hard	to	build	the	operation	into	a
substantial	 business.	 Client	 trust	 is	 crucial	 in	 all	 businesses.	 Lee	 found	 that,	 without	 a
store,	 cultivating	 client	 trust	 was	 hard.	 He	 was	 all	 too	 aware	 that	 he	 needed	 a
breakthrough,	which	was	when	his	gut	feeling	and	common	sense	kicked	in.

Lee	knew	that,	for	many	customers,	seeing	was	believing	and	vendor	credibility	could
be	 cultivated	 through	 live	 demonstrations.	 He	 bought	 a	 pet	 monkey	 with	 his	 savings.
Keeping	the	animal	by	his	minivan,	he	made	a	show	of	feeding	it	with	bananas.	Children
passing	by	were	excited	by	the	sight	and	asked	their	mothers	for	money	to	buy	bananas	to
feed	the	monkey.	Lee’s	banana	sales	went	through	the	roof	and	made	him	his	first	small
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fortune.

A	little	while	later,	Lee	opened	his	first	store,	which	he	called	the	Young	Greengrocer.
It	went	on	to	become	the	top	produce	store	in	all	of	Seoul,	and	then	all	of	Korea.	At	any
given	moment	of	the	day,	there	would	be	50	to	100	customers	jammed	into	the	small	space
of	 the	store.	There	were	numerous	copycats,	many	opened	right	next	door	 to	 the	Young
Greengrocer.	Competitors	would	send	their	shop	assistants	to	tempt	customers	away	from
the	Greengrocer	with	prices	that	were	roughly	half	of	what	the	Greengrocer	was	charging.
But	his	customers	stayed	put.	The	reason?	They	were	assured	of	consistent	quality	at	the
Greengrocer.

How	did	Lee	maintain	quality	consistency	in	his	produce?	After	all,	he	bought	all	his
produce	 from	 the	 same	 wholesale	 market	 as	 all	 his	 competitors	 did.	 Today’s	 Young
Greengrocer,	being	the	largest	chain	in	Korea,	may	be	able	to	afford	quality	which	is	a	cut
above	 that	 offered	 by	 others,	 but	 how	 did	 he	 do	 it	 in	 the	 beginning?	 The	 answer	 is
deceptively	simple.

Retailers	 knew	 that	 they	 would	 get	 both	 good	 and	 poor	 quality	 produce	 from
wholesalers.	Fruit	and	vegetables	came	in	boxes,	and	retailers	were	only	expected	to	open
a	box	and	take	a	look	at	some	of	the	produce	at	the	top.	Wholesalers	would	often	hide	the
poor	 stock	 at	 the	 bottom	 of	 the	 box.	 Everyone	 in	 the	 game	 accepted	 this	 as	 normal
industry	practice.	After	all,	how	else	could	wholesalers	offload	the	not-so-good	produce?
There	 was	 also	 the	 issue	 of	 the	 reliability	 of	 visual	 inspection.	 Even	 very	 experienced
buyers	could	make	a	mistake	in	visual	inspection.	Lee	knew	all	 this	right	from	the	start,
but	he	had	also	made	up	his	mind	that	customers	came	first	and	quality	was	of	the	utmost
importance.	So	he	decided	to	upset	the	status	quo	and	try	an	entirely	different	approach.

When	he	started,	Lee	was	new	to	the	scene	and	no	one	in	the	wholesale	market	had
ever	 heard	 of	 him.	One	 day,	 in	 the	middle	 of	 the	 night,	 he	walked	 into	 the	market	 and
approached	one	of	the	wholesalers.	To	everyone’s	surprise,	he	emptied	an	entire	carton	of
watermelons	onto	the	floor	and	proceeded	to	examine	every	single	fruit.	He	even	cut	open
a	few,	some	from	the	top	of	the	box	and	some	from	the	bottom,	and	tasted	them.	He	had
learned	 that	 the	only	 reliable	 test	of	quality	was	 to	 try	 the	product.	 If	 he	didn’t	 like	 the
taste	of	one	of	the	watermelons,	he’d	forgo	the	lot.

And	 that	 was	 when	 trouble	 began	 for	 Lee.	 Most	 wholesalers	 were	 connected	 to
organized	crime,	and	this	particular	wholesaler	was	himself	a	gang	member.	Before	long,
the	 furious	wholesaler	 and	 his	 gang	 attacked	 and	 beat	 Lee	 up.	 The	 young	 greengrocer,
however,	was	undeterred.	He	came	back	the	following	night	and	repeated	his	inspection.
The	 gangsters	 beat	 him	 up	 again.	 This	 went	 on	 for	many	 nights	 in	 a	 row.	 Finally,	 the
gangster-wholesaler	had	had	enough	and	gave	in	to	the	“crazy	kid.”	Clearly,	it	took	a	lot	of
guts	and	stamina	for	Lee	to	get	the	quality	he	wanted.

Lee	 was	 passionate	 about	 his	 business.	 Insanely	 passionate.	 Besides	 repeatedly
exposing	himself	to	bodily	harm,	he	was	also	going	through	some	very	trying	times	in	his
personal	life.	Lee	was	dating	an	attractive	flight	attendant,	whom	he	eventually	asked	to
marry.	 In	 Korean	 society	 then,	 which	 was	 heavily	 influenced	 by	 Confucian	 values,	 a
marriage	had	to	be	approved	by	the	bride’s	father.	Like	most	Koreans	at	that	time,	Lee’s
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would-be	father-in-law	considered	selling	produce	an	unstable	and	lowly	job	and	had	no
intention	 of	 letting	 his	 daughter	 marry	 a	 greengrocer,	 especially	 one	 who	 let	 go	 of	 a
prestigious	 chaebol	 career.	 The	 father’s	 stance	 was	 that	 he	 would	 gladly	 agree	 to	 the
marriage	only	if	Lee	would	forsake	his	business	and	go	back	to	a	chaebol.

Lee	had	a	tough	choice	to	make:	it	was	either	his	fiancée	or	his	grocery.	History	shows
that	 he	 chose	 the	 latter.	 He	 was	 that	 insanely	 passionate.	 Lee	 displays	 the	 kind	 of
determination	and	commitment	that	entrepreneurs	need	in	order	to	get	things	done.
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2	Ibid.,	p.	45.
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Impact	 on	 the	 Economic	 Renaissance	 of	 an	 Area,”	 in	 Entrepreneurship,	 Intrapreneurship,	 and	 Venture	 Capital
(Lexington,	MA:	Lexington	Books,	1986),	p.	96.
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