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Foreword

Carl Schramm

Today, manufacturing is a shrinking part of our economy, much of it being done either by robots or people in other countries. Unions no longer speak for a significant share of workers. (Indeed, the only substantial part of the workforce that is organized is public employment: teachers, bus drivers, carpenters working for the parks department.) Interestingly, for all the robots and all the worries about outsourcing, we are at record levels in terms of people having jobs. Our unemployment rate is under five percent. Anyone who wants a job can have one. And, there is so much demand for lower-skilled workers—the service workers, groundskeepers, and gardeners who keep our homes, hotels, and cities clean—that we have created a huge underground labor market for immigrants.

The people who are directing and driving the economy are the creators and innovators who guide our companies and universities. Those who are shaping our future more than any other group are the nation's entrepreneurs. These are the people who see opportunity where others see risk. They are the people who would rather work in organizations that they start. They are the highly trained people who create jobs and wealth for others as well as for themselves. They are critical to the growth of the economy. Most of the new jobs created in the United States every year are in firms less than five years old! More and more younger Americans look forward to working for themselves or working in small companies where they know the founder and share the sense of building a new and highly creative and responsive organization. These new firms operate on one common perspective—that the nation's (and increasingly the world's) consumers need the innovative product or service that they saw and developed and applied to increase human satisfaction and happiness.

Our workforce is getting skilled at quick job changes. Whereas only a few decades ago college graduates might imagine having three employers throughout their careers, today's graduates know that in the course of their first decade of work, they may be employed by five or six firms. They are building different types of resumes—resumes that proudly display failed companies and other types of dead ends, as well as the firms that are on their way to becoming household names.

There is something especially magical about this new “people economy” that is populated by what some might call a new kind of people: entrepreneurs. The entrepreneur sees the question of job security and personal economic security differently. (Our entrepreneurs are at least one, and often three, generations removed from the Great Depression. Many do not even remember the ravages of the “stagflation” economy of the late 1970s and 1980s where we saw little growth, record levels of inflation, the erosion of savings, and the fear that the Japanese economy would soon overtake us.) They do not test opportunities against the notion that they will have a long-term job and a good pension when they retire. Again and again, we watch people in their thirties and forties leave large firms to start their own firms, or to take a job with much less apparent security where they can be part of the creation of something new. We even see young entrepreneurs appear to throw away paths that would lead to certain success. We read of someone who left Berkeley before graduation because he could not wait to commercialize a new idea; or the Stanford graduate who turned down a great job at Google or a Ph.D. fellowship at M.I.T. to go to work with a friend in a new start-up; or the high school student who turned down Georgetown to skip college so that she could devote full-time attention to her new software business.

Such people are ready to take risk in ways in which their parents could never dream. The American economy, which entrepreneurs are shaping, makes it easier to take risk. Our entrepreneurs have helped rescue our economy from its last five recessions. And through their creation of jobs, they help to keep the economy at full employment. As a result, individuals who take a risk and fail find it much easier to get a job. Ironically, as our economy is increasingly driven by entrepreneurs who are taking risk, we are watching a less risky economy evolve.

Brent Bowers has written a book about these people, what they do, and how they do it. And, while he focuses on entrepreneurs and the keys to their success, he has also written a book that describes who is making the new economy and how it operates. Thus, his book is as unique as it is valuable. It achieves where so many business books fail. It provides practical insights for individuals. It answers two important questions that would-be entrepreneurs must ask: “Am I really an entrepreneur?” and “What should I do to become successful?”

Successful entrepreneurs possess, in Bowers’ view, eight talents or traits that distinguish them from people who couldn't begin to dream of starting a business. But, in explaining each of the traits, Bowers also points out how failed or modestly successful entrepreneurs can improve their odds. His taxonomy is the result of exhaustive interviews of dozens of entrepreneurs. The book beautifully brings the evidence to bear on each of the aspects so that the reader is provided with a clear sense of what Bowers sees. As befits one of the nation's most talented business reporters, the book is alive with stories that illustrate each point. It is in his discussions with entrepreneurs that the author gives the reader the best of treats. The stories are compelling and are told with an inspiring touch that sticks. Without effort, the book actually relates the largest set of stories of entrepreneurial struggle and success ever in print. In doing so, it delivers what few business books ever aspire to or achieve—wisdom regarding business and decision making, within a special context: start-up firms.

Taken as a whole, this book tells yet another story. The millions of entrepreneurs succeeding and failing are building together a new kind of economy—one that is more comfortable and supportive to just such risk-taking behavior. As more and more people understand what Bowers has uncovered, we will understand a great deal more about how the economy of the future will work.

When the economic history of our time is written, its links to cultural and political history will be clearer than at any time before. The line between work and personal growth is being blurred. Entrepreneurial firms are driven, as many of Bowers’ stories tell, more by a need to create a vehicle for personal creativity and fulfillment than for profit. Before the industrial revolution, many more people worked for themselves. England was, in those times, described as a mercantile society— the proverbial “nation of shopkeepers.” The entrepreneurial economy that Bowers shows us here is a step back into a dazzling new future. The firms of the future will be the adjuncts of economically creative activity for millions more Americans.

The people economy, really entrepreneurial capitalism, emerges from a nation of astoundingly well-educated and technologically literate people who will do nothing less than reform democracy and the aspirations of the world's people to pursue such rewarding work in peace and security. This book will be a touchstone of our understanding and serve as a guidepost to readers and thinkers in the years ahead.

Carl Schramm is president and CEO of the Ewing Marion Kauffman Foundation.





Introduction

This is not an ordinary business book. But here's betting you'll learn more about the art of starting and running a company from the stories of the entrepreneurs you'll meet in here than from all the charts, questionnaires, and checklists in those how-to tomes no one ever seems able to finish reading. More to the point, you'll be able to answer that all-important question: Do I have what it takes to be an entrepreneur? Most people don't, and there's no shame in that. In fact, knowing that you don't might save you a lot of grief and get you on a faster track in whatever profession you're pursuing.

But if you do have what it takes, if you recognize yourself in these pages, then that revelation ought to be enough to dislodge you from the office cubicle where you have been languishing—how many years has it been now?—into a life of independence, adventure, and quite possibly riches.

If you do take the plunge, you'll be in good company. Consider the following statistics:


	There are roughly 24 million entrepreneurs in the United States, accounting for close to 11 percent of the adult population. This is the most of any nation, and their numbers are growing.


	Half of these 24 million run their businesses mostly as sidelines, and half do so as full-time professions. Somewhere between 5 million and 8 million of them employ others. Anywhere from 500,000 to 800,000 of such “employee firms” are started every year.


	Small businesses account for 51 percent of America's gross domestic product and more than two-thirds of all new jobs. From 1989 to 2004, by one estimate, they created 30 million jobs, while in the same fifteen-year period, Fortune 500 companies shed 5 million.


	In 2003, income increased 3.7 times faster for small-business owners than for people on corporate payrolls.


	The number of American colleges and universities that offer courses in entrepreneurship has soared to 1,500 from a mere sixteen in 1970.




America's grassroots capitalist culture has had a profound and lasting impact on our society. It is a wellspring of innovation. It is a lure to people the world over who flee the bureaucratic corruption and regulatory shackles of their homelands for a place in an economy that is already the world's most dynamic. And it is our nation's greatest weapon in the growing competition for world markets.

Americans are infatuated with entrepreneurs, for they are the embodiment of the American dream. “Next to Mom, apple pie, and God, the entrepreneur is the great truth about America,” says Tim Mahoney, the founder of vFinance Inc. and one of the people profiled in this book.

While the dream was once open mostly to white males, today it is within reach of anyone with smarts, initiative, and fire in the belly. And sure enough, in recent years a surge of women, African Americans, His-panics, and Asian Americans have grasped it.

So have increasing numbers of the older set, many of them willing or unwilling refugees from the management echelons of Fortune 500 companies. Such people probably wouldn't have given it a try twenty years ago. But consider this: With corporate benefits shrinking and job security evaporating, the risk of striking out on one's own is decreasing compared with the risk of staying on and being forced into an early retirement.

In the future, “everyone will either be a business owner or a temp,” according to Watts Wacker, the author and futurist.

Each of the eight chapters in the book is organized around a core entrepreneurial trait, such as the knack for spotting and seizing opportunities nobody else has noticed or a compulsion to be the person in charge of running the show. As you read the stories of people who have given entrepreneurship a go, you'll see what attributes define a successful entrepreneurial personality.

As I was cautioned by one of the experts I consulted, Judith Cone of the Marion Ewing Kauffman Foundation, a $1.7 billion organization in Kansas City that does extensive research on entrepreneurship, most Americans like to think of themselves as being just like the people in this book: self-starters with high aspirations and dogged dispositions, risk takers and dreamers and pragmatists all rolled into one. Most of us do exhibit these characteristics to some extent, she says, but entrepreneurs exhibit them in the right measure. Here is how she puts it:

“When it comes to risk taking, on a scale of 1 to 10, people who engage in extreme sports rate a 10. Entrepreneurs like Ted Turner maybe rate a 9. But most entrepreneurs probably would be at 5 or 6. They take smart risks, not huge ones.

“On the other hand, when it comes to spotting and seizing opportunities, some highly creative people are disinclined to run to the marketplace with their ideas. They score a 1. The average person might score 2 or 3 or 4. In this category, most true entrepreneurs rate a 10. They see opportunities all the time and they seize them.”

So you have to hit the right point on the spectrum for each trait?

Right, she replies. “And you have to have all the eight traits.”

To be sure, no list is definitive. But almost any is revealing. In my interviews, I asked both experts and entrepreneurs what they viewed as the core characteristics that define the entrepreneurial personality. Here is a sampling of some of the responses.


	“First and foremost: hunger. It can be economic hunger or psychological hunger, but you're desperate to make something happen.

Also: luck; persistence, which can come from passion; focus, which can come from passion; energy, which can come from passion.”


	“You need balls. That is the number-one ingredient. You also need intelligence. You need common sense. You need to be a visionary of sorts. You must be able to see a need and have the balls to go after it.”


	“High tolerance for risk, bullheadedness, impatience with the status quo, a high energy level, and a vision of the way something should be or look like.”


	“Passion. Itchiness to wear a different hat, to start a new business. Liking the rush of starting a business, of making it grow, and then the boredom of running it and moving on. Wanting to be in charge. Creativity. Being able to wing it.”




All good lists, smart lists.

But I believe mine is better.

What, then, are the eight traits? First, an aptitude for spotting and seizing opportunities that nobody else has noticed. Second, a compulsion to be in charge and, tied to that, a gift for leadership. Third, a history of innovative activities dating back to childhood, usually in a family environment that encouraged that bent. Fourth, a talent for improvisation. Fifth, fierce drive, energy, and tenacity—doggedness, in other words. Sixth, enthusiasm that borders on the delusional for a product. Seventh (and as a counterpoint to such unbridled optimism), unfailing pragmatism. And eighth, a knack for viewing setbacks as opportunities, what I call the facility for “failing upward.”

Does that sound like you? Then go for it!




CHAPTER 1
Seizing Opportunities

Entrepreneurs notice things.

They spot opportunities nobody else has seen and seize them. It sounds simple enough, but it is an aptitude most people lack. Ask yourself: Would you have figured out how to make a windfall out of an aging laundry plant during a construction moratorium in Princeton, New Jersey?

J. Robert Hillier did.

Hillier, the founder of Hillier Architecture, the fifth-largest architectural firm in the United States, is always on the lookout for arcane property deals. Successful as his architecture business is, it accounts for only 10 percent of his income. The rest comes from real estate.

His first big venture was his purchase a quarter century ago of a beat-up cinderblock building that housed a dry cleaning and laundry establishment. The company was going out of business, and Hillier saw right away that once it was fixed up, it might be converted into apartments.

Trouble was, Princeton's sewer system had reached its limit, and the city had imposed a moratorium on real-estate construction until a new system could be built. Hillier, however, came up with a way around that. “I found out that the laundry pumped out 9,000 gallons of wash water a day,” he recounts. “So I went to the health board and asked, ‘If I buy the building and close it down permanently, could I build eleven town-houses that collectively would release only 2,200 gallons?’ “ They readily agreed, so he took the proposal to the zoning board, which approved it. “I sold all eleven townhouses before we broke ground, for $97,000 apiece,” he says. (He can't help adding ruefully that today, they are selling for about $1 million each.)

Hillier is always keeping an eye out for angles. Not long ago, he learned that the guy who ran a repair shop for the town's garbage trucks was retiring. Hillier knew there was a lot of demand for singles housing in downtown Princeton. He also knew the building in question had big iron trusses seventeen feet high, meaning you could fit two floors in it. He bought the building, got zoning approval to turn it into tiny loft apartments, and built sixteen of them. He rented them for $2,000 a month (an average of $48 a square foot, 50 percent higher than the most expensive office space in Princeton).

“That's how entrepreneurs make money, doing little things like that, leveraging them by the multiplier effect,” Hillier says. “Maybe the important attribute of the entrepreneur is working at things in an unconventional way and seeing opportunity in doing so.”

You want unconventional? Greg Herro has found a business opportunity in cremated human remains that has to rate high on anybody's list of creative thinking. Herro and his buddies found a gold mine in them. Or, more accurately, a diamond mine.

Literally.

Herro's company, LifeGem, in Elk Grove Village, Illinois, extracts the carbon from the ashes of corpses and turns it into diamond jewelry. Macabre? Herro doesn't think so, and neither, clearly, do his customers.

The way he sees it, LifeGem's concept is a cosmic breakthrough in the way society disposes of corpses. In the million years or so that our species has walked the planet, humans have mostly either buried or burned their dead. Herro believes his company has come up with another alternative: bejewel your body with them.

Looking for unconventional solutions is an old habit with Herro. In high school, for example, he discovered that one of his teachers always asked questions based solely on captions under pictures. Thenceforth, he always got an A in her class.

In 2000, after selling a computer consulting company he had started seven years earlier, Herro was looking for something else to do. Then a friend, Rusty VandenBiesen, came to him with an interesting proposal. VandenBiesen had been watching a TV show about diamonds and had learned two important facts: Carbon is the building block of life, and diamonds are made out of carbon. So why, he wanted to know, couldn't they create diamonds from human carbon?

Herro bought into the idea at once. “As Einstein once said, ‘If an idea does not at first seem insane, it has no hope,'” Herro points out.

Each of the four partners sank $25,000 into the venture, but it was Herro who did most of the legwork in the beginning—doing research into the technology of turning human carbon into diamonds, putting together a business plan, raising money, and recruiting a Russian-speaking associate as a contact to Russia's diamond industry—while the other three continued holding down their jobs. Today, he holds the CEO title at LifeGem (he is seen as the guy who can get things done), while his three co-founders—Rusty VandenBiesen, Rusty's brother Dean, and Herro's brother Mike—report to him.

•   •   •

The gift for detecting—and grabbing—unique moneymaking opportunities that have somehow eluded everybody else lies at the center of entrepreneurs’ mental universe, according to academics and other experts. It is the most basic test of anyone's entrepreneurial mettle. If you lack it, all the drive, passion, quick-footedness, and smarts in the world won't bail you out of a life of professional servitude.

“The defining trait of entrepreneurs is that they notice things,” says William J. Dennis, senior research fellow at the National Federation of Independent Business's NFIB Research Foundation in Washington, D.C. “They see opportunity. They smell it. Take the guy who came up with the absolutely simple idea of cargo containers for ships. He had been driving products to the dock and dumping them off. Somebody else would have to load them onto the ship. And he thought, ‘Why not just leave the container?’ ”

Other examples Dennis cites include the paint roller, invented by Norman Breakey of Toronto in 1940; the Jersey barrier, the concrete separator used in narrow highway medians; and the marketing genius behind the Vermont Teddy Bear Company, who realized that you don't have to sell teddy bears as toys, you can sell them as alternatives to candy and flowers.

Tim Faley, managing director of the Samuel Zeil & Robert H. Lurie Institute for Entrepreneurial Studies at the University of Michigan's Ross School of Business, has his own favorite examples. One is Henry Ford's famous inspiration to adapt the assembly line to automobiles. Another, lesser-known example is a Japanese company's development of a technology that reduced the range of its golf balls by half. This meant that people could give the ball the same energetic whacking on small courses as on large ones—a winner in a country with a dearth of real estate.

It is important to note that the process of exploiting untapped opportunity comes in two parts: perception and action. How many times have you come up with brilliant ideas that never went anywhere beyond dinner-table conversation or idle late-evening fantasies? “A friend of mine coined the phrase ‘Entrepreneurs are dreamers who do,’ and I think that is what sets them apart,” says Judith Cone of the Ewing Marion Kauffman Foundation. “Simple desire, or some catalytic event, puts them on this journey of tremendous work that requires commitment, stubbornness, perseverance, and the ability to live within paradoxes.”

Guy Kawasaki, the managing director of Garage Technology Ventures in Palo Alto, California, an early-stage venture capital firm for high-technology companies, has listened to hundreds of pitches over the years. He says it is not uncommon to meet Ph.D.'s “who've been thinking and thinking and thinking for years but never actually starting doing anything.” The trick, he says, is to stop thinking and start doing. Tom Peters, the bestselling business writer, he notes, called this “a predisposition for action.”

Like Dennis and Faley, Kawasaki says business innovators often hit pay dirt just by taking a fresh approach to the obvious. “Take Apple's iPod,” he says. “It had a better industrial design” than earlier-model MP3 players, “but that isn't rocket science. The product was tightly integrated with online sales, and that wasn't anything new. Anybody could have done both things at once, but no one did.”

Opportunities like this aren't always out of reach for the general public. In the early days of the Internet, how many people had the bright idea of starting an online auction house? Quite a few, probably— and Cone was one of them. She and a girlfriend used to sit around and talk about creating an Internet marketplace that resembled today's eBay But while they were talking, Pierre Omidyar and his collaborators were out doing: raising money, getting licenses, hiring people, and building a business model.

Faley has witnessed the same distinction between café chatterers and down-in-the-trenches doers. “I think of entrepreneurs as gladiators,” he remarks. “They don't want to talk about the theory of sword wielding. They want to do battle. They want to be down in the arena and making the mistakes and getting dirty.”

Before he came to the Zeil Lurie Institute, Faley started the University of Michigan's technology-transfer office in engineering. Over the course of three years, this office produced ten companies, including an Internet-security company called Arbor Networks that was launched “right at the tail end of the dot-com revolution but before anybody really cared much about security.”

The founder, Farnam Jahanian, was a researcher in computer networking “who could not quit worrying about the issue once he had written his paper,” Faley recalls. “He was like, ‘I can't walk away from this. I know what the answer is. I have to move it forward.’ “ He persevered, and the company is flourishing today.

William D. Bygrave, the Frederic C. Hamilton Professor of Free Enterprise at Babson College, outside Boston, argues that older people, like older companies, are less likely to spot and seize opportunities than younger people or start-ups. “If you know too much, the liability of sameness, the liability of staleness, the liability of knowing too much can blind you,” he says. “Someone with the optimism of youth knows enough to know what can be done, but not enough to know that it can't be done.

“I did raise venture capital in the late sixties,” he says. “The innocence of youth! The optimism of youth! Had I known then what I know now about venture capital, I would never ever have tried to get it. Finding VC funding is rarer than becoming a professional athlete. Lucky I didn't know that.”

Bottom line: Let your imagination run a little wild. Entertain nutty ideas. Look for business angles wherever you go. Frank Landsberger, a onetime business owner, venture capitalist, and university professor whose latest gig is investment banking (as managing director at CRT Capital, the largest privately held investment bank in the United States), considers entrepreneurs asocial, in the sense that they reject conventional wisdom. For example, conventional wisdom said the U.S. Postal Service worked just fine, but the founders of FedEx undercut that notion and built a huge business on doing something the post office never thought of trying: guaranteeing next-day delivery.

The wonderful thing is that entrepreneurs don't have to come up with a brand-new technology, Landsberger says, just a different approach. “Look at the iPod,” he comments. “Apple just packaged existing technology in a clever way. The MP3 player—here was something the younger generation could really get into, and it was packaged in a way that made it a status symbol.”

People can have a breakthrough vision in low-technology areas, too. If you start a bridal shop, Landsberger says, you are buying yourself a job. If you plan to launch a nationwide chain of bridal shops, you are buying yourself a vision. (Funny he should say that—two of the people featured in this book are sisters who plan to launch the first nationwide chain of bridal shops.)

“Or look at Toys ‘R’ Us,” Landsberger adds. “Same old toys, but it was a breakout idea to sell only toys and almost every toy you can think of at a discount and at high volume.”

•   •   •

But let's face it—high-tech is usually better. At least it was for Peter Amico, who spotted an opportunity to introduce sophisticated naval technology to the commercial market.

Amico is the founder of Airtrax, a company in Blackwood, New Jersey, that makes one of the weirdest, most innovative contraptions you've probably never heard of: omnidirectional vehicles. These machines roll along on four independently operated wheels, controlled by a joystick. By controlling wheel speed and rotation, either forward or reverse, the operator can move the vehicle laterally or diagonally, instead of swinging it around the way you would with a car. The vehicle simply stops going forward and moves sideways. You can even make them rotate full circle without leaving their spot. Amico loves showing off his first progeny, a forklift called the Sidewinder, to hot-shot executives at giant corporations, then watching them behave like boys in an amusement park. When he showed it to the vice president of Timken Company, a $4.4 billion maker of bearings and specialty steels in Canton, Ohio, the executive whizzed around the factory floor before pronouncing the vehicle a “disruptive technology” because it was so innovative it was going to redefine the market. “About forty other executives were lined up to take their turn,” Amico recalls. “I joked I was going to charge them 25 cents a ride.”

Amico didn't invent the technology; it was just hanging out there, waiting to be plucked by the first risk-taking opportunist who happened along. The U.S. Navy had bought it from a Swedish inventor and experimented with it for fifteen years, using five direct-current servo motors that cost $4,500 apiece, or $22,500 per vehicle. Not worth the price, the Navy concluded.

Since the technology was declassified, the Navy opened it to commercial exploitation. Several companies took a look but gave it a pass, for the same reason: too expensive. If only much cheaper alternating-current motors did the trick.

It was that “if only” that Amico bet his future on. The Navy sold the technology to Airtrax for $2,500 as part of a so-called Cooperative Research and Development Agreement. (Just knowing how to dip into the federal government's CRADA pie is in itself a manifestation of the knack for spotting and seizing opportunity.)

That could have been money down the tube, of course. Amico was aware the DC motors were too costly for a commercial vehicle and knew he'd have to find a less-expensive solution.

“I got into a big fight with one of my electrical engineers over this, who said it couldn't be done,” he says. “But we had no other choice. You can buy an AC motor for $294. It was a major decision to get into the commercial market that I had to make.”

Sure enough, as computers became more powerful and sophisticated, Amico was able to use AC motors to run his vehicles. It took longer than he thought—nearly four years instead of just one or two. But it happened, and in March 2005, Airtrax produced its first ten commercial Sidewinders, the first of hundreds on order, with its Cobra omnidirectional scissors lifts not far behind.

To enable Airtrax stock to trade publicly, Amico spotted yet another opportunity that nobody had noticed, this one veiled in U.S. securities law. In 1999, he did a reverse merger into a shell company, MAS Acquisitions, sidestepping the cumbersome and high-priced initial-public-offering route. It's an old trick, but he did it with a new twist: He had MAS merge into Airtrax, rather than the other way around. It was so unusual, he says, that the Securities and Exchange Commission signed off on the deal without asking any questions.

Well, entrepreneurs do unusual things. The element of surprise is part of their secret. Omnidirectional vehicles—who would've thought? Or diamonds from corpses—how can you top that?

If anybody can, it is probably Mark Hughes, founder of Buzzmarketing, a consulting firm that teaches how to use word of mouth as a marketing tool. In itself, that is not all that novel a business concept. It is how he got there that makes Hughes stand out.

Hughes kicked around in corporate America for a while with marketing stints at places such as Pepsico and America Mobile Satellite. An early hint of his creative potential was a commercial he made for Pep Boys Auto that showed a car screeching to a halt to avoid hitting a moose. The moose looked up and asked, “Did you buy those brakes at Pep Boys?” The driver said yes, to which the moose replied, “I appreciate it.” Hughes made up buttons for employees at the company's 600 stores that pictured a moose and the words “Ask me about the brakes.”

Then came the Internet explosion. Wanting a piece of the action, he surfed for unheralded ventures to which he could offer his services. He soon located a live wire named Josh Kopelman who was planning to launch a company called Half.com that would sell used books, CDs, and DVDs for half or less of their list prices. Not knowing how to contact Kopelman, Hughes sent e-mails to scores of possible addresses, until two finally got through.

Hughes talked himself into a partnership with five other co-founders and was given the official title of “marketing guru ”—the equivalent of vice president of marketing. “One day Josh told me, ‘I hired you for your persistence and your résumé but now you might as well throw them out the window,’ “ Hughes recalls. “He said, ‘We need a huge idea to break through the clutter. We gotta launch our brand and prove to the venture capitalists that we are out-of-the-box guys.’ ”

Hughes scoured the Internet. He pored over lists of famous monuments. He thought up and rejected endless gimmicks, such as using the image of the Boulder Dam for an advertising campaign to “damn the high prices.” Then, inspiration: Somewhere in the United States, there must exist a town called Half or some derivation thereof. Why not pay the residents to change the name to Half.com?

MapQuest showed forty towns with names that contained the word half, and he selected Halfway, Oregon, population 350. He got an appointment with the mayor to discuss what he called “joint marketing opportunities,” flew to Boise, Idaho, and rented a rig to make the four-hour drive through two feet of snow.

Hughes sat down with the mayor for two hours and had a great conversation, but with one serious gap. Half.com was in a “quiet period” mandated by securities laws for companies that plan initial public offerings of stock, so he couldn't say what Half.com did unless the mayor signed a confidentiality agreement. And Hughes had forgotten to bring one along.

Even so, he pitched the idea to a town meeting that night. Even without knowing what the company did, the people who showed up seemed interested.

“I felt like the moon and stars were about to align,” Hughes says. But then, “a headline came out prematurely announcing the town was going to change its name. It was triage control. Factions were developing that came out against it. There were public hearings.”

Finally, the town voted to rename itself Half.com for one year in return for $100,000. Even then, most of the residents had no clue what the company they were renaming themselves after did. But the national publicity was instantaneous and massive. Half.com decided not to bother with a press release. And the idea was planted for a future company with the word buzz in the name.

Largely as a result of all the fanfare, eBay called to inquire about Half.com's plans and ask about its financial numbers. In 2000, five months after the IPO, eBay bought the company for $300 million. “And this was after the Nasdaq crash,” Hughes says. “I did well.”

He stayed at Half.com for another couple of years. In that period, Half.com put ads in 21 million fortune cookies a month. It made rubberized urinal screens with the message “Don't piss away half of your money. Head to Half.com.” When nightclubs said he couldn't put the screens in their rest rooms, Hughes says, “We learned a good lesson: Don't ask. We sent interns into the ninety hottest nightclubs in Manhattan to do it anyway. We got tons of publicity—Fortune, 60 Minutes, the Wall Street Journal. It was all buzz. And it worked.”

While still at Half.com, Hughes bought the Buzzmarketing Internet domain name for $600. He figured he would soon tire of the corporate life, and he was right. In 2002, he started Buzzmarketing, a consulting firm that specializes in consumer marketing. Then he wrote the book Buzzmarketing: Get People to Talk About Your Stuff, which was published in 2005.

•   •   •

A common reaction to stories of those who have stumbled on treasure chests such as these is “How come nobody thought of this before?” Sig Anderman, who co-founded and today is the chief executive of Ellie Mae, a provider of online connectivity to the mortgage industry in Pleasanton, California, was a young lawyer in New York in the early 1970s when he read a newspaper article about a group of firefighters and cops on Long Island, New York. They had started a business that offered discounted handyman services to home owners. Because they often had stretches of time off during the week, this was a good way for them to moonlight for extra money.

“I thought the idea was intriguing,” Anderman says. “I thought about it, talked about it with one of my clients. It was a James Joycean process. Very detailed, very meandering.”

Eventually, the two came up with the idea of offering home-maintenance contracts to home owners. Customers would pay a flat annual fee, and the company would handle all repairs, from plumbing to roofing to furnaces. They invested a few thousand dollars of their savings and created American Home Shield.

“All you had to do was pay $250 a year and somebody would take care of your house,” Anderman says. “You wouldn't have to go chasing after a plumber at 3 A.M. on a Sunday anymore. It all seemed obvious. Yet nobody else was doing it. Or rather, they were doing it in pieces. Sears offered a contract to repair your refrigerator, General Electric to repair your stove, and so on. But nobody was doing the whole house.”

Maybe there was a reason. It took years for AHS to break even, and growth was lackluster. What to do? Anderman toyed with the idea of asking real estate agents to sell contracts to home buyers, but decided against it. Then, inspiration: Why not persuade real estate agents to require sellers to buy one-year contracts for buyers?

This was in California. “In California, there are a lot of tract homes,” Anderman notes. “They all look the same. If buyers were looking at two similar $200,000 houses and one carried a one-year warranty and the other didn't, they'd buy the one with the warranty.

“We didn't want to be stuck with just fixer-uppers, so the deal had to be for all the houses the Realtor sold. But that was okay because the buyers would often pay 5 percent more, and the houses would sell faster.

“To make the seller happy, we told them we would cover the house for free for as long as it was on the market.”

The scheme worked. Revenue and profit soared. In 1982, with AHS owning 60 percent of a burgeoning market that was being invaded by upstart rivals, Anderman sold his 5 percent stake to a group of investors for $18 million.

He spotted his next opportunity in high interest rates.

It was the early eighties, and mortgage rates were reaching record levels of 18 and 19 percent. One day, Anderman had lunch with a real estate agent, who told him that these newfangled devices banks were using to ease the pain—something called adjustable-rate loans—were driving his agents crazy.

It used to be so simple, the Realtor said: a fixed mortgage over a fixed period, typically 8 percent over 40 years. But now lenders were coming up with all sorts of novel structures. One loan might be 7 percent for six months and then tied to some index, being set at 2.2 points over that cost, and adjusted every three months. Another would be 6 percent for one month, tied to one-year Treasuries, but 2.75 percent over the index and adjusted every six months. Plus there were various caps on rates.

“It was confusing,” Anderman says. “And I suddenly thought, ‘If I could figure out a way to compare all those mortgage structures, the Realtors would love it.’ ”

Thus, Compufund was born, with Anderman as sole owner. In essence, it was a computer program that allowed borrowers to comparison-shop among all the dozens of deals being offered. A real estate agent could dial into Compufund's computer, type in financial information, and within a few seconds receive a printout showing all the mortgage options for that customer. Within a year and a half, more than 1,000 real estate offices had signed up to pay $75 a month for the service. “It was nicely profitable,” Anderman says.

His next venture was loan processing, and by 1987, he was handling 200 transactions worth $150,000 in revenue each month. After that, in partnership with a large savings and loan institution, he got into funding and servicing mortgages. By the late 1980s, he was originating about 25,000 mortgages a year. That company was a casualty of the S&L crisis, but Anderman nonetheless emerged from the fiasco a rich man.

Next, he saw opportunity in home inspection. The home inspectors whom he had observed were a ragtag group. Some typed up five pages of well-organized comments, while others dashed off handwritten observations or killed deals with offhand remarks about the plumbing.

“I thought: ‘Let's give these inspectors a computerized grid pad that has a house design and you press the room in question, say the kitchen, and up pops all seventeen things you have to inspect: the faucets, the door hinges, the ceiling tiles,'” Anderman says. “At the end of the inspection, instead of going home and spending one or two hours to type out the reports, why not plug all the information into the grid pad as you go along and let it produce a nice narrative description and checklist?”

Inspectors liked the idea. Real estate agents liked the idea. So Anderman built the software and launched Inspectech. Within a year, 100 inspectors in the San Francisco Bay area—one-fourth the total number—had paid $20,000 each to join the program and were shelling out $50 per inspection report. Inspectech expanded into New Jersey. Eventually, Anderman sold his stake in the company for half a million dollars.

In 1997, Anderman retired to his ranch in Sonoma County. But driving a tractor around and raising chickens held only so much appeal. One day, while surfing the Internet, he made an observation. By typing Beethoven into a search engine, he was able to look up the composer's life and musical works in about six seconds. But type in mortgages and all you got was a jumble of unrelated sites and documents. It occurred to him that somebody ought to figure out how to let computers talk to each other so that you could gain instant access to the mountains of credit reports, title reports, flood risk reports, appraisals, and other documents that go into a closing. Somebody ought to bring the Internet to these brokers.

He talked up the idea to a venture capitalist he had fortuitously met on a High Sierra hike a few years before. “We'll be the arms dealer to mortgage brokers,” he said. The friend offered to invest $500,000 in a start-up for a 20 percent stake. Forget retirement. Anderman was back in business, this time with a company called Ellie Mae.

By mid-2000, more than 2,500 mortgage brokers were paying $50 to $100 a month to use Ellie Mae's Web site. In 2004, it made Inc.'s list of America's 500 fastest-growing private companies after registering 1,012 percent sales growth over four years. And yet, Anderman kept poking into new corners, stealing thousands of mortgage brokers from the competition by adding a new operating desktop software, introducing a Web-based loan-processing software that was an instant hit with mortgage companies, and adding a document-scanning feature to Ellie Mae's arsenal, all in the space of a year. He values the company at $400 million, which would make his 6 percent ownership stake worth $24 million.

As Anderman's example shows, entrepreneurs are improvisers. But in their rush to go after new opportunities, they sometimes let things slide. Gary Doan saw a prospect in their oversights.

Doan discovered that the vast majority of small businesses had either nonexistent or inadequate archiving systems for their e-mail traffic and computer data. This left them at risk of losing information that was crucial to their day-to-day functioning (and to their legal protection if they ever got caught up in litigation). He calculated that 3 million companies were leaving themselves vulnerable to this, and that tens of thousands imploded every year because of lost information.

Why weren't small businesses backing up their files? Because, they told him, the products they had looked at were too expensive, too time-consuming, and too complicated. So Doan came up with the Rocket Vault, a low-maintenance device that bundles both hardware and software and is so simple to use all you have to do is plug it in and administer it for fifteen minutes until it begins to archive data. His company, Intradyn, based in Eagan, Minnesota, began selling the Rocket Vault in June 2003. With storage sizes that range from 240 gigabytes to 4 terabytes, prices start at $1,495 and go up to $14,000.

In essence, he was tapping into small-business owners’ and managers’ frustrations with the growing complexity of the technological demands made upon them—and into their belated recognition that in their failure to keep up with these demands, they were courting disaster.

“I could write a book just about the horror stories,” he says. “One guy told us that he had thirty-six blank tapes as backup. A friend's accounting firm's server crashed, and they had to reenter hundreds of tax returns over a weekend.” (Both have Rocket Vaults now.)

Doan subsequently realized that small brokerage firms, fund managers, and investment advisers had an even more pressing need to store their data in backup systems but were even more negligent about doing so. Aside from all the other risks, they were violating new Securities and Exchange Commission regulations that required them to keep all e-mail messages on nonerasable, nonalterable tape.

Why? Again, the stuff out there was too complicated and expensive. So in June 2004, Doan launched the Compliance Vault for a price ranging from $7,000 to $14,000.

Sales were slow at first but grew to a projected $2.5 million in 2005. And Doan devised a plan for jump-starting them using an unusual ally: government bureaucrats. The news about the new SEC rules hadn't filtered down to the little guys yet, but he figured just one hefty and well-publicized fine for noncompliance would be a wake-up call to the small businesses that they had better start backing up their files. “I'd almost like to find one who would take the hit for us,” he says. “It would open up a monster opportunity” as they scrambled to buy data storage systems and took a look at his products.

•   •   •

Entrepreneurship has a peculiarly American stamp to it. “The fabric of the American character is entrepreneurial,” says Carl Schramm, chief executive of the Ewing Marion Kauffman Foundation in Kansas City, a national center for the study of entrepreneurship. “It is as common to start a business in this country as it is to get married or have a baby.”

As a teenager in his native India, where the politics were then imbued with an anticapitalist bias, Umang Gupta had no entrepreneurial ambitions. Like much of polite society, his “Marxist-type” mother and civil servant father shunned business as corrupt and money-grubbing. Gupta, who today is the chief executive of Keynote Systems Inc., a San Mateo, California, company that tests and evaluates corporate Web and wireless systems, was trying to decide between a career in the army and a government job. But that didn't mean he wasn't displaying the creative potential that would one day serve him well in Silicon Valley. “I had an inventive zeal as a boy,” Gupta says. “I was always making things from kits or from scratch,” such as a slide projector from just a shoe box, a lens, and a lightbulb with no guide except his obsessive curiosity.

After attending graduate school in the United States and doing management stints at a steel company and at IBM, Gupta returned to India to decide whether to resume his life there. He considered going into politics but rejected the idea, then explored business ventures from making computers to producing natural gas from cow dung (“a reasonable proposition at the time,” he comments) before concluding that his future lay in America.

He tried to start his own computer company but couldn't raise enough capital, so he joined a start-up called Relational Software Inc., later to become the Oracle Corporation, and wrote its first formal business plan. He ran its fledgling PC business, and while there, he spotted a business opportunity in what he believed Oracle was doing wrong: trying to sell poorly conceived software to the burgeoning personal computer market. The company's specialty was software for mainframes and big minicomputers, Gupta concluded, and its heart just wasn't in scaling back its products for use in PCs.

He joined forces with a former Oracle programmer named Bruce Scott who had built a database for PCs that was smaller, lighter, and faster than Oracle's. The two men launched Gupta Technologies, the world's first client/server database software, which allowed companies to downsize from IBM mainframes to corporate networks at a fraction of the cost. “We were a pretty hot company,” Gupta says. It went public in 1993 and for a time had a market value of $400 million, a pretty big market cap for an IPO in those days.

He thought he had it made, but when Microsoft and Oracle revved up their fight for his market, the company faltered and he sold out his stake. In mid-1997, he decided to invest some money in a company called Keynote Systems Inc., which measures the performance of companies’ Web and wireless systems, and to join the board. By the end of the year, there was a management coup against the founder, and he was asked to take over as chief executive. Two years later, he took it public.

In the high-tech world, one trick for getting ahead is recognizing opportunities for jumping on a bandwagon early. Back in 1995, the big new wave of the future was the Internet. Timothy Mahoney, co-founder of a boutique venture capital firm called Union Atlantic, grasped the marketing potential of getting the firm's name on the information highway ahead of his rivals.

He identified the premier venture capital Web site as www.vFinance.com and tried to get listed on it. When the owner, who had never heard of his company, said no, he decided to buy it.

When the owner named his price—$100,000—he hesitated. The Internet was still a mystery to most people. Nobody really knew what it was going to develop into. “My partner and I looked at each other dubiously,” Mahoney recalls. But they ultimately agreed to go for it, betting that the site's small-business audience might be worth something someday.

They were right—www.vFinance.com was one of the first 10,000 commercial dot-coms and, unlike many others, it had information its target users needed.

As the dot-com craze took off, Mahoney kept upgrading the site, adding content such as a business plan template that people could download. And he never charged anybody a dime.

He steadily enlarged his pool of users and persuaded them to volunteer content that he could add to the site. Today, he has built his company, vFinance Inc., into a financial supermarket for entrepreneurs and investors. In addition to the Web site that connects the two groups, vFinance offers products from venture capital, brokerage, and investment banking services to asset management.

He makes money by saving entrepreneurs time they can't afford to waste searching through a data bank of more than 2,000 venture capital firms and 23,000 angel investors. “We know that the average person who is looking through either list clicks on 4.7 links; he quickly realizes he'll be there for three years if he wants to click through all the names and try to figure out who would be interested in him,” Mahoney says. For a fee, vFinance uses information on the business's industry, revenues, number of employees, expansion plans, and the like, and figures it out for them.

For Mahoney, the proceeds are a minor source of revenue. The real payoff is what he calls “owning the audience” of entrepreneurs, VC firms, and angel investors.

“To run your business, you have to have investment banking,” he says. “To raise money, you have to have relationships with institutions. You need research, trading platforms. You need retail brokers because you have to do I.P.O.'s and the like. Everything we do is designed to service the needs of an entrepreneur. We help them grow, gain value. We manage their finances. They often come back as investors.”

(Postscript: In 2005, Mahoney announced he was running for Congress as a Democrat in one of Florida's few swing districts. He came out swinging, vowing to “put an end to the failed and reckless leadership in Washington, D.C.,” and playing up his entrepreneurial credentials.)

•   •   •

Judith Cone of the Kauffman Foundation talks about various entrepreneurial thresholds, like getting fired from a comfortable corporate job at the age of fifty-five and concluding that starting your own company is your best bet. But that raises the question: If desperation pushes them into the game, are they true-blue entrepreneurs?

Many experts have their doubts. But John Heagney, founder of John Heagney Public Relations in Holiday, Florida, makes a strong case that they are.

Heagney had always displayed a restless energy and a flair for writing, but his early career in journalism took an unhappy course. He thought landing a job at an outlying bureau of the St. Petersburg Times was his big break until he walked into its cramped office between a real estate agency and a barbershop in a shopping plaza and was greeted by a woman flossing her teeth at her desk. His disillusionment turned to despair after he was put on a beat of mostly school menus and chicken dinners. His boss put him out of his misery by firing him after he forgot to cover an assigned story.

Jolted out of his lethargy, he took stock of his talents—a strong work ethic, a way with words, a vivid imagination, a persuasive personality— and pitched himself as a freelance writer of advertising copy. “I had a friend take a photo of me wearing a vest and tie and sitting at a Smith Corona typewriter with smoke pouring out from a petri dish with smoldering 3-in-One oil that we had placed inside it,” he recalls. “I made a flyer with that photo and the headline ‘Hot Copy’ and a description of myself as a ‘copy righter,’ not just a copy writer. I sent it out in a mass mailing to all the advertising agencies in the area. I guess at that point I became an entrepreneur.”

He started picking up assignments from small advertising agencies. Then he received an assignment from a local community's clueless publicist who wanted him to stage a photo shoot of buxom girls in bathing suits posing on an earthmover. Perplexed by this ham-handed ploy, he decided to open his own PR firm, certain he could do “much, much better.”

That was more than two decades ago. In 1982, he started John Heagney Public Relations, which today employs five people and has more than 40 active clients, including piano maker Steinway & Sons.

Heagney sees plenty of opportunity in other people's ineptitude. “I know I could make a ton of money with a janitorial service, because nobody does it well,” he says. He also thinks his gift for gab and eye for color and design would make him a natural real estate agent or home decorator. He's even spotted an opportunity in the slovenliness of today's youth, figuring he could teach a pro bono course on how to dress and behave in the business world.

Helping people get their act together is one of the drivers of the small-business world. Heagney would like to teach twenty-something louts to mind their manners. Doan is making it easier for harried small-business owners to do their electronic filing. A friend of mine reorganizes people's homes, from rearranging the furniture to cleaning out the closets, and can't keep up with demand for her services.

Charlie Horn is mining a similar vein. While doing consulting work for insurance companies in 1994, he got to wondering if there might be some way to exploit a flaw in the health care system—that people without prescription drug insurance pay higher prices for medicine than people who have insurance.

Why not organize the losers, he asked himself, even if they didn't know they were being organized?

First, he persuaded a couple of small pharmacy-benefit managers, the people who administer prescription drug programs for corporations and health plans, to let him use their services for uninsured people.

Then he talked insurance companies such as Blue Cross/Blue Shield of Florida into taking the prescription drug discount cards he provided and distributing them to those among their customers who lacked prescription drug coverage. “It didn't cost them a thing, and they got the goodwill of their members and thus a higher retention rate,” he says.

Horn made a percentage on the deals, and for two years, his little home-based venture thrived. When business fell off he switched gears, setting up his own discount network for people without drug coverage. He recruited pharmacies to join it by arguing that while they would have to offer discounts to cash customers, they would attract a higher volume of them.

Next, he signed up corporations and other sponsoring organizations that didn't provide prescription drug coverage. “We'd tell them, ‘We negotiated these discounts for your benefit. You don't have to do a thing,’ “ Horn says.

Today, he has built that concept into a Tucson company called the Promirus Group with 150 employees, 10 million card holders, annual revenues of more than $30 million, and a profit margin greater than 15 percent.

In the course of launching nine health care companies over the years, Horn has always plowed one of the most fertile fields he knows of for business ideas—his colleagues’ brains.

For example, a lawyer and a pharmacist who worked for him came up with a concept for a smart card that would allow pharmaceutical companies not eligible for lower co-payments in drug plans to issue electronic coupons to close the price gap with the ones that were. Not only would the card lower consumers’ prescription bills, it would end the hassle for doctors and pharmacists of switching prescriptions to cheaper brands all day long. Horn liked the idea and financed a start-up called Affordable Medicine Solutions to test it out.

His latest project—still in the pondering stage—is to buy or build a national chain of compound pharmacies, or apothecary shops that mix ingredients on a custom basis for drugs such as prescription skin creams and hormone replacement therapies. “I feel there is a tremendous untapped market for this,” he says.

•   •   •

Crown Zellerbach didn't see the trees for the forest. And therein lay an opportunity for Michael Huddy.

Before running his own company, Huddy worked for Crown Zellerbach, a now-defunct forestry products conglomerate, and later defected to Weyerhaeuser, the world's biggest lumber producer. But even as a salaried employee at those corporate giants, he was an entrepreneur in the making, showing an independent streak and a knack for finding new ways of doing things.

Crown wanted to start him off in an office, but he talked his way into a forest job, roaming the woods for a year and a half. Then he went into research and became fascinated by the success of an experimental farm Crown ran in Louisiana that used a system called short rotation to grow hardwood trees quickly. “The question I asked was whether we could do this out West,” Huddy says. “Nobody had tried it.”

He decided he would.

In 1980, he persuaded Crown to let him start a pilot plant on 2,000 acres it owned along the Columbia River in Oregon. The company gave him free rein to run the project but no working capital; raise it yourself, his boss told him. There is no greater test of the entrepreneur's mettle.

Huddy went straight to a pulp mill near the Crown property and told the managers he could end their worries about a looming shortage of hardwood pulp. “They were skeptical at first,” he said. “But we had done research on their technical needs, and I showed them numbers.” The mill pledged $2 million a year and ultimately increased the amount to nearly $4 million.

The experiment was so successful that Huddy expanded it to 13,000 acres, with plans to go to 20,000. Crown started putting money into it, and Huddy was all set to make a pitch for $30 million over ten years when the company became embroiled in a hostile takeover by a British financier. This put an end to his pet project.

But Huddy wasn't giving up. In 1985, he moved to Weyerhaeuser, and a few years later he joined a group that was searching for new products. A Canadian company called Barrier Technology soon recruited him to talk Weyerhaeuser into collaborating on developing a fire-retardant technology. This led to his creation of a company in 1993 called Barrier U.S.A. “I'm a corporation-created entrepreneur, but it is as if I owned my own business,” he says.

In the construction industry, there are opportunities for finding new ways to alleviate workers’ discomfort, he says. For example, it's hard to assemble a firewall in tight spaces like attics. “My idea would be pre-fabricated trusses that are fire-rated and that could be swung up by a crane and put in place,” he says.

Herbert Jian knows all about discomfort. As a desperately poor student in Communist China in the late 1970s, he was chronically malnourished and felt suffocated by the regimentation of every corner of his existence. “The feeling grew in me, ‘You can't live like this for the rest of your life.’ It became an obsession,” he says.

The first opportunity he seized was the Cultural Revolution, a youth movement launched by Mao Zedong in 1966 to thwart his perceived enemies. At age fourteen, Jian joined Mao's Red Guards and marched across the country, not out of revolutionary zeal but for the free food and transportation and for release from his closed world. He quickly became the leader of a ragtag group of children even younger than he was, and they began invading people's homes in searches for “antirevolutionary material.”

Over time, the Red Guards became divided into two warring camps that fought first with posters, then fists, then knives and homemade swords, then guns, then automatic weapons. “I can show you today the corner of a park where a couple of hundred children are buried,” Jian says. “Other kids who were killed were just thrown into the river.”

One day he was in a building engaged in a firefight with rival students when a classmate fell against him, his neck soaked in blood. With bullets flying, Jian carried his wounded comrade out a back door. The boy died in his arms.

He dropped out of the Red Guards that day. But the nightmare wasn't over. Mao ordered the nation's students to the countryside, to be “educated” by the peasants. From 1968 to 1974, millions of youngsters were escorted to primitive villages that didn't want them, with little to live on and no means of escape.

Racked by hunger, he and his friends hunted snakes in the mountains. “Over eight years, I must have caught more than 200,” he said. “I'd grab them and tear off their skins. Then we'd make soup.”

Another time, Jian jumped after a dog that had fallen into a well and killed it with a knife. The owners would have beaten him or worse if they had caught him, but it was a risk worth taking: He and his friends feasted on the meat for five days.

Maybe it was that survival instinct that propelled him to become an entrepreneur. Throughout his “eight years of total drudgery” in the countryside, Jian says, he never ceased plotting his flight to freedom. “I understood I had to create opportunity for myself through exercise, reading, and learning,” he reports. “I had to be ready when the time came.”

Sure enough, when he finally got back into the mainstream of Chinese society in 1978, he enrolled in West China University of Medical Sciences with the stated goal of teaching English to medical students. The school was located in Chengdu, the capital of Sichuan province, which had a single hotel for high-ranking government officials and tourists. He zeroed in on the tourists.

“I had no money, no connections, no way to fulfill my dreams on my own,” Jian says. “I had to think about doing something different, something risky, something nobody else would do. I began walking up to the tourists and offering my help—to show them around the town, to chat, to interpret. My plan was to build up a group of foreigners who were willing to help me get out. I'd always ask for their addresses, and then write them when they got back home. About one in ten would write back.

“For four years, I went out every day, almost without fail. My name for what I did was ‘going hunting.’ I'd tell myself every day, ‘It's time to go hunting.’ It was the only way I would ever get out of China.”

Over the months, the group took shape. At the core were six Americans—two college professors, a journalist, an engineer, the owner of a Pittsburgh insurance company, and an Idaho farmer—and a German psychiatrist. Jian served as a tour guide, acting as an interpreter for the journalist at great risk to himself, for example, and arranging a forbidden visit into the university campus for the insurance executive and his wife.

“It took a lot of time and patience to make people help me,” Jian says. “I did it in a delicate way, never pushing, so they would do it on their own initiative.” And they did. The German sent him books and eventually a money order for $5,000, a fortune by Chinese standards. The farmer bought him a year's subscription to National Geographic and sent him books on American history and works of American literature. The insurance executive pulled strings to get him enrolled in the University of Pittsburgh.

This was his ticket to America, where in time Jian would become a Yankee-style entrepreneur, with his own furniture business in suburban Los Angeles, and go on to launch an export-import business in Cambodia with two partners. But the real test of his entrepreneurial mettle had begun years before, in a society that had no place for free-market capitalism. As a near-starving child, he didn't have the slightest clue what an entrepreneur was. But even then, he was on his way to becoming one.

•   •   •

Cameron Johnson had launched a string of successful dot-coms and become a wealthy man—make that wealthy boy—long before he earned the right to walk into a bar and order a beer.

From his grade-school days, Johnson (who turned twenty-one in November 2005) seemed to know instinctively what so many people have had to learn through trial and error: If there is a seemingly obvious opportunity that nobody has grabbed, don't sit around wondering why—fill it.

He started his first Internet venture at age nine, a company called Cheers and Tears that made greeting cards for relatives. He had to open a checking account to stash his earnings of $200. At eleven, after buying his sister's Beanie Baby collection for $100 and reselling it on eBay for $1,000, he became an early disciple of the moneymaking potential of Web auctions and began buying secondhand Beanie Babies as well as several other brands of dolls on the Internet and selling them on eBay Over the following year or so, he made $50,000 in a frenzy of activity until his father made him “retire.”

His first really big kill came two years later, when he was fourteen. He and a fellow child genius in a faraway town (whom he had met only once) formed a pay-to-surf Web company called SurfingPrizes.com. Their company did right, he said, what he grasped a deep-pocketed Internet start-up called Alladvantage was doing wrong.

“They were going to pay Internet users 50 cents an hour to let them rotate ads at the top of their screens,” he says. “But Alladvantage attracted too many members, millions, and couldn't pay out that much. The formula was three ads a minute, 180 ads an hour. But with millions of users, they couldn't sell all their ad inventory. They got killed. It was one of the biggest Internet flops ever.” Johnson still marvels at Alladvantage's free-spending ways, burning through $150 million in venture capital and loans when he started his company on almost nothing.

“I had read everything about the subject you could find. I thought, ‘All we gotta do is pay them less and keep ads sold.’ ”

He and his partner launched the site on March 1, 2000, and three months later, they were doing 15 million ads and $15,000 in sales each day. “Checks would come in the mail for $10,000, $20,000, $60,000. We hired a company to cut checks to our users.” In the end, he says, they couldn't keep it going—he was, after all, a freshman in high school— and so they closed it and sold the assets.

At last report, Johnson was between companies and not doing much except single-handedly running his father's giant Ford dealership in Roanoke, Virginia. But he says he is constantly on the alert for new opportunities, “the next TiVo or next anything.”

How do entrepreneurs come up with the ideas that they do for new products? Part of it has to do with knowledge: They do their homework. And, of course, they are smart. But there is something else that is hard to define but that seems to be a universal experience among them—the eureka moment, a sudden insight that marks a turning point in their thinking.

Alex Lidow is Exhibit A in the power of epiphany.

Lidow's father was a Lithuanian Jew who fled Hitler for America in 1937 and ended up starting a business in California that made rectifiers for converting the alternating current transmitted by power lines into the direct current used to run appliances and electric motors. The company, International Rectifier, went public in 1958. Lidow, the youngest of three sons in the business, would one day be its leader.

His first revelation came when he was a graduate student in physics at Stanford University in the mid-1970s. “A professor explained to me something that had enormous implications,” he remembers. “He took off his glasses and handed them to me. He said, ‘Why do you suppose these are so expensive?’ I came up with some answer but he said no, the price represented the total buildup of energy it took to bring them to this state—everything from melting the glass to plating the frame to refining the metal to refining the gasoline for the truck that delivered them to heating the store in which they sat until they got onto his nose.”

Every dollar spent on distributing, storing, converting, and consuming the energy that goes into any product is one dollar less spent on the basics of life, the professor said. In time, the competition for diminishing supplies of energy would lead to a cataclysmic decline in the world's standard of living, he said.

That grim scenario inspired Lidow on the spot to do all he could to harness technology to conserve energy. He made it his mission to develop a more efficient way of converting alternating current to direct current, and in the late 1970s he and a collaborator, Tom Herman, developed a power MOSFET (a metal-oxide semiconductor) called the HEXFET that did just that.

“There were two fifteen-minute bursts, the first in July 1978, the second in November 1978,” Lidow recalls. “That's the way things occur, don't they? When you realize how something works, it only takes a minute. I can point to the days when Tom Herman and I ‘aha!'d on that.”

The HEXFET spawned a revolution in power conversion. Its applications ranged from fluorescent lightbulbs to motor drivers to stereo amplifiers to welders. And yet, more than a quarter century after the technology was invented, barely 20 percent of all electricity used in the United States flows through it.

The stubborn resistance of Americans to convert to energy-efficient appliances and lightbulbs inspired Lidow's second epiphany in 1995: Nobody pays for energy efficiency, so you have to give it away for free.

“This is where it gets fun,” he says. “You can't make the technology for free. So you have to sell it in a way that it adds value outside of the energy savings.”

For example, he says, the latest washing machines have variable-speed drives that control the water's slosh patterns. But people don't buy them for the savings in energy costs. They buy them because they are silent, are more efficient, wash clothes more gently and so produce laundry that's cleaner and softer, and have a faster spin to wring the clothes out faster. People pay extra for those features and end up with machines that use half the energy of the old ones.

Then came insight number three: International Rectifier had to reconfigure itself as a “technology-pull” company, that is, shift from the traditional model of a company pushing and shoving its technology into every corner of the universe to that of a company that combines other technologies with its own to drive down the cost of production. Pull hard enough, he reasoned, and the push will follow of its own accord.

To reduce the cost of a variable-speed drive for a washing machine from $200 to a consumer-friendly $20, International Rectifier drew on a whole range of technologies, including high-performance analog integrated circuits, mixed-signal integrated circuits, new control algorithms, and new digital architectures, about twelve in all, each of which had an importance that evolved over time.

“We were co-designing technologies to work together,” he says. “This is what I call the technology-pull strategy, and we believe it is unique.”

He must be doing something right: International Rectifier had $1.2 billion in revenue and $137 million in profit in fiscal 2005 and had $941 million in cash on its balance sheet.

Alex Lidow, meet James Poss. He has the same mission as yours: making the world more energy-efficient. And, like you, a eureka moment helped him along.

Back when he was a sophomore at Duke University, Poss came up with the idea for making an energy-efficient clothes dryer by closing the chamber to create a near vacuum, in which water evaporates at a much lower temperature than in an ordinary environment. Unfortunately, a quick search found ten patents on vacuum chambers for dryers.

Ten patents, not one. Aha! “I suddenly realized that you can't patent a concept, you can only patent a method,” Poss says. “And then I realized that there are ways around a patent, that a patent held by somebody else doesn't necessarily take away opportunities.”

Even though his vacuum chamber never materialized, he continued jumping into gaps he saw in the marketplace. He built a prototype of a beveling shoe sole with lateral slats that would relieve the pressure on your ankle when you turn sharply in competitive sports. Then he constructed a releasable snowboard binding that is superior, he believes, to a similar product that was introduced shortly thereafter (though unlike his, he sniffs, its “front foot doesn't rotate”).

In fact, he often detects flaws in the way the biggest of the big corporate giants do things. “General Electric is doing it wrong when it goes and puts its wind turbines offshore,” he said. “It's the wrong way to go about it. I'll fight to the end on arguing on that one.”

Poss, who eventually became a geological engineer, says his life's goal was always to make one of his renewable-energy ideas into a company. Originally, he wanted to start a floating windmill farm, but realized that would require too much capital. So he turned his attention to the sun.

Using solar energy to benefit humanity is such a grandiose concept that it seems almost undignified to apply it to garbage. But for Poss, all the numbers added up. The United States produces about five pounds of waste per person per day, and hauling it is a $40 billion-a-year industry. Even a sliver of that market could be bounteous, especially if he could play a small role in cleaning up the environment at the same time.

So, in 2003, he founded the Seahorse Power Company, a maker of trash containers with the brand name Big Belly that use solar power to compact the contents when they are full, sharply reducing the number of collections needed.

“Garbage trucks get 2.8 miles per gallon, with all their starts and stops,” Poss points out. “They have the worst performance of any vehicle on the road. They burn 1 billion gallons of diesel fuel a year, spewing contaminants. I want to do something about that.”

His latest ambition is to link up with a company that makes material-separation machines and combine their technologies to develop solar-powered recycling units that could be “scattered around in front of stores, on street corners, in parks,” he says. He has also been contacted by an executive at a media company about providing solar power to illuminate ads on phone booths that can't be connected to electrical outlets. “If the ads were lit up at night, he could make 30 percent more because he would get that many more ‘eyeballs,’ “ Poss says.

•   •   •

Like many entrepreneurs, Karl Eller has done time at the top in corporate America, running Columbia Pictures and Circle K, the convenience store chain. He was more at home doing his own thing, though, such as building a tiny billboard property into a media conglomerate called Combined Communications, or creating a billboard giant called Eller Media.

It started when he saw a chance to capitalize on the rivalry of two players in the billboard industry. Ousted from Circle K and deep in personal debt, he was driving the streets of Phoenix at the suggestion of a business colleague to check out Gannett's billboards and noticed that many were dilapidated. He soon learned that Gannett's Phoenix billboard business had been losing ground for several years, and while a local billboard company named Outdoor Systems coveted it, Gannett would never sell out to an upstart competitor.

Time to play middleman.

Eller talked Gannett into selling him the Phoenix billboards for $20 million. Then he made a take-it-or-leave-it offer to sell what he didn't own to Outdoor Systems for $30 million. Since he had no money and no credit rating, he added, Outdoor Systems would have to finance the deal. Eller would walk away with $10 million in cash.

It didn't quite work out that way. Legal glitches surfaced. But in the end, in a complicated transaction, Eller acquired 350 billboards on somebody else's credit, and Eller Media was born.

Eller also detected riches in government regulation. The Highway Beautification Act of 1965 imposed strict constraints on billboards, so people were hesitant to invest in them. Eller dived in, figuring that whatever billboards remained would be more valuable than ever. He was right and made a nice pile on that decision.

“Entrepreneurs see things other people don't,” Eller comments. “I don't know why. They are aware of the world, aware of what is going on around them.”

Today, well into his seventies, he still runs the Eller Company, a small consulting firm, and he keeps on spotting opportunities. “Right now, I'm involved in a deal to build digital signage that will change the whole outdoor advertising world,” he says. “Those signs you see in Times Square weigh 6 1/2 tons and cost a small fortune to build. What I see is a flexible back plane made of vinyl or plastic that contains no mirrors and all the other stuff that goes into the LCD and that can be rolled up and stretched across a billboard. Transistors would be embedded in the back plane. It might cost $25,000 or $30,000 for a 12’ x 24’ sign, and you could change the copy any time by wireless computer. A car could be blue in the morning, red in the afternoon, and yellow at night. This business has been the same for 100 years. What I see is a whole new world.”

If Eller found opportunity in government regulations, Dr. Paul Brown found it in the lack of government regulations.

While doing his residency at Columbia Presbyterian Hospital in Manhattan in 1967, Brown got a close look at the laboratory testing business and didn't like what he saw. “I realized it was huge, fragmented, of poor quality, and filled with abuse,” he says. “There were no regulations. As a result, there was a tremendous amount of fraud.” In one scam called the “sink test,” he said, unscrupulous operators would take blood samples, pour them down the sink, and make up the results. Knowing about the irregularities, the insurance industry refused to reimburse the costs.

In a flash of intuition, Brown realized the industry was fertile ground for an honest business pioneer such as himself. If he could gain a reputation for producing timely, accurate results, he mused, business would boom and insurance companies could be swayed to change their minds.

So lax were the rules in those days that he got a license to conduct blood tests in an empty New York City apartment with no questions asked. “The inspector came and stamped the license and wished me luck,” he recalls. Thus Metropolitan Pathology Laboratory Inc., later MetPath, got off the ground with a borrowed $500. Brown took a course counter to the instincts of most businesspeople: He lobbied hard for stricter government regulation of medical testing, forcing his corrupt and negligent competitors out of business.

By 1982, MetPath had grown into the largest clinical laboratory in the world, and Brown sold it to Corning for $140 million. Today, the company is known as Quest Diagnostics and racks up more than $4 billion in sales annually.

And Brown is at it again. While he has gotten involved in a half dozen or so other companies since he left MetPath, the one he is now throwing his heart and soul into is HearUSA, a chain of hearing care centers, which he started in 1986.

As with blood testing back in the 1960s, the inadequacies of hearing was his gateway to success. Insurance companies viewed the industry as “a cross between aluminum siding and used cars,” Brown says.

After a slow start, HearUSA has grown into the third-largest hearing care provider in the country, with 150 hearing care centers and a network of 1,400 affiliated audiologists. In 2005, with sales closing in on $80 million, the company finally went into the black. “We've moved from the survival stage to the growth stage,” he remarks.

•   •   •

Business, large and small, is about selling. That's obvious.

An entrepreneur has to know what he is selling. That is not always so obvious.

Joe Macchia, who started the Macchia General Agency Inc. in 2005, just weeks shy of his seventieth birthday (after losing control of another insurance company he had founded a few years earlier), recalls a twist on that theme that he developed in his first job as a commercial line salesman with Liberty Mutual.

“My technique was not to sell insurance,” Macchia says. “I sold an 8 1/2′ × 11′ policy organizer. Most people's insurance policies are a mess. They're lying in the bottom of a drawer and haven't been looked at for years. I'd walk in with my organizer and say, All I want to do is look at your policies, put them in the organizer, and comment on them.’ ”

The actual sale of a policy was usually not far behind.

“Entrepreneurs take advantage of opportunities,” Macchia notes. “They never believe in problems. Problems are just opportunities waiting to be unlocked.”

Kevin Plank discovered that. When playing football during his senior year at the University of Maryland, Plank came up with the idea for moisture-absorbing athletic underwear. “I was short and slow and I sweated a lot,” he says. “My cotton garments would get drenched and the extra weight would slow me down. During warm-ups, I'd have to keep changing them. I wondered why nobody had ever made an alternative fabric that wouldn't absorb water.”

He launched Under Armour Performance Apparel at age twenty-three to do just that. Focusing on football in the early years, he knew he needed to latch on to a big commercial name to get the word out to the masses, and what better partner than the National Football League? The NFL wasn't interested, but he stepped through a side door, coaxing the NFL Europe into making him an official supplier and leveraging the connection to make it seem as though the domestic league was on board, too.

“You can't really read the word Europe in the NFL Europe shield when it is shrunken small enough on the page, so you just have the bottom of every tag,” Plank says. “And every advertisement we had said, ‘NFL official supplier.’ ”

Now a $240 million company with 450 employees, Under Armour makes a huge variety of products—from jockstraps and sports bras to gym bags and jackets—for every imaginable sport, for men and for women, for warm weather, cold weather, and temperatures in between. Redefining his business as “moisture management” not just for athletes but for any consumer who might be frustrated with sweaty clothes, Plank is now targeting markets such as ordinary T-shirts and clothing for soldiers stationed in hot climates. He is even thinking about starting a line of infant attire called Baby Armour. “Everything is relevant,” he says. “What better product than one that prevents moisture and doesn't stink?”

•   •   •

Promoting racial understanding is a worthy endeavor, but is there money in it? Luke Visconti found out that there was.

When he was in the Navy stationed in Guam, his squadron's commanding officer complained he needed more storage space but couldn't get authorization. Bridging the cultural divide, Visconti chatted up the Guam civilian who was running the Navy's disposal plant and cajoled him into letting him use two beat-up truck trailers that were officially marked for demolition. Visconti was the only one who saw that crossing the cultural barrier would lead to a resolution of his officer's problem.

One day, riding with a black friend on home leave, he had his epiphany. They were chatting about music when the friend, a helicopter pilot, mentioned his way of dealing with stress: listening to tapes of Martin Luther King Jr.'s speeches.

“I realized, ‘Here's this guy that I think the world of, the same rank, the same rhythms, the same wings as me. Yet here's something of fundamental importance to him that I'm not in touch with.’ It really got me thinking.”

He thought about how diverse the Navy was and how important it was to manage that diversity the right way. Later, he got a job recruiting minority officers, bringing people with a wealth of valuable new skills and talents into the ranks.

Once out of the Navy, Visconti and a partner started a company to sell space in special advertising sections for magazines. They discovered that many of the corporations they sold to were woefully unprepared to manage workplace diversity.

They identified this as a business opportunity and in 1999 created a Web site called Diversity.com. Three years later, this evolved into Diversitylnc magazine. Both are dedicated to the proposition that creating diversity in the workplace is a management discipline that can give corporations a competitive edge. Both are profitable, with combined revenues of $7 million in 2004.

“Nobody else was in that space,” Visconti says. “There was no competition. We couldn't believe it.”

Happens all the time. Liz Ryan was a late bloomer. She joined a punk rock band after high school and went on to spend nine years as an office worker at a Chicago greeting card company. Hardly a promising start to a business career.

But a lightbulb went off. In her time at the company, revenues had grown from $2 million to $100 million. “The owners were probably pulling down a million and a half a year each,” she says. “They had found a sweet spot, just under the radar of the giants. They were just chillin'. I said, ‘Whoa. I could start a greeting card company’ ”

She didn't do that, but after she landed a job in 1988 as head of human resources at a maker of computer modems, she started a consulting business in her Evanston, Illinois, home. Soon she was traveling around Chicago, networking. “It wasn't mechanical, me-first, let's-make-a-deal networking,” she says, alluding to the way men operate. “Most of the people I talked to were women. You'd talk a lot about yourselves and your interests and maybe just touch on business stuff.”

One day in 1999, gazing at a stack of business cards she had collected from business and professional women, Ryan thought, “I've got to do something.” As she recalls, “Somebody told me she wanted to buy a Welsh corgi puppy and asked me if I knew anybody who knew about Welsh corgis. I said yes, I had met a woman who knew all about them, but I couldn't remember her name. And that gave me the idea: Start an Internet discussion group for women in technology. So I did. I called it Chic WIT.” (WIT stands for “women in technology”)

“People started joining,” Ryan says. “It was a small community. They'd ask questions like, ‘Hey, what's the difference between qualified and nonqualified stock options again?’ And ‘Can anyone recommend a good ballet teacher for my six-year-old daughter?’ The group seemed to have experts on just about any topic.”

Since then, ChicWIT has grown into WorldWIT, the world's largest e-mail discussion group, with a projected 100,000 members by the end of 2005. The network expanded to scores of local groups, including NYCWIT, SilWIT (Silicon Valley), RussWIT (Russia), and Wildwest-WIT (Montana, Idaho, and Wyoming), as well as affiliated private chapters for such groups as college alumni associations.

Though WorldWIT has just seven full-time employees and projected revenues of $1 million in 2005, Ryan thinks she has stumbled on a new opportunity that had been lying in plain sight: creating internal discussion groups for corporations modeled on WorldWIT.

When an airline worried about defections of female employees expressed interest in the concept, she says, her reaction was: “Aieee! It was so obvious, I wanted to whack myself on the side of the head.” Within a year she had deals in the works with a computer manufacturer, a consumer products distributor, and several other companies. She thinks such e-mail networks at big corporations, which will be connected to WorldWIT, will be her company's financial salvation.

•   •   •

For the longest time, Richard Wellman was an entrepreneur and didn't know it. He thought of himself as a soldier of fortune with a pilot's license and an eye for making a quick buck. After serving in the U.S. Air Force, he got a job as a mechanic at an air cargo firm in Ogden, Utah, home of Hill Air Force Base. On his days off, he roamed the big surplus yards in the countryside, looking for castaways that he could fix up. One day, he bought a stack of 200 landing lights for $100, cleaned them up, and sold them to regional airlines for $8 each. “That opened my eyes,” he says.

As the years unfolded, he kept doing deals, and they got more and more lucrative. He remembers paying $5,000 for fifteen rust-free DC-7 engines that had been in a yard for nine years, steam-cleaning and oiling them and reselling them for $5,000 each.

“I haunted Air Force surplus yards all over the country,” he recounts. “Sometimes I'd pick up stuff literally for nickels and dimes. When I had nothing else to do, I'd hang around the airplane. People always come up to talk to you, often as not to ask if you could get them this or that part. I'd always say yes. Then I'd find it and tell them how much it would cost them.”

He also acquired a DC-7 for himself and took on unusual jobs, from hauling 18,000 sheep from India to Oman to ferrying 8,000 cattle from a ranch in Brazil to the Peruvian jungle. When he had had enough of flying, he decided to make fixing up old airplane parts a full-time endeavor and founded the International Airline Support Group in 1980. He built it into a $33 million company by 1993, but overexpansion and financing gone wrong ultimately did it in.

He went on to start a cargo transport firm in Ft. Lauderdale, Florida, and a jet charter venture in Las Vegas. “I'm still in the game,” Wellman, now in his late sixties, says.

All kinds of opportunities abound. It is not always so much spotting an opening nobody else has noticed as it is knowing whether to seize it. For some, the eureka moment takes the form of a summoning from above—as an offer, so to speak, that you can't refuse.

Myke Templeton, pastor of the 3,000-member Owensboro Christian Church in Owensboro, Kentucky, got the call on a church retreat after his senior year in high school. He had planned to go to Marshall University in his native West Virginia to study politics and history, but a pastor asked the youths to think about joining the ministry. “Something in me said yes. Maybe it was the Holy Spirit. But the invitation struck a chord,” he says.

A preacher who sets out to create or build a church is, by my definition, an entrepreneur. He or she has to be driven yet patient, know how to roll with the punches, be adept at raising money and managing people, relish the challenge of making things happen, harbor a grandiose vision yet temper individual ambition with a healthy dose of pragmatism, and above all be prepared to grab any opportunity to prod an often recalcitrant flock into doing the work of the Lord.

At his first (and very tiny) church, Templeton was having trouble persuading the three dozen or so worshipers to cough up enough money to kick off a much-needed building program. Then one day, a mouse bit a little girl in Sunday-school class.

“I used that as an opportunity to go on a holy tear, telling the church that the condition of the building had fallen into such a state of disrepair that rodents were attacking our children,” he recalls. “That very afternoon, the elders met and made the decision to build. I guess the lesson is you have to exploit a bad situation to God's purposes.”

Years later, with the affluent neighborhood around his fast-growing Owensboro church resisting his efforts to buy property for expansion, he had another brainstorm. He talked the congregation into buying a 180,000-square-foot mall on a twenty-four-acre site for $1.2 million and converting it, store by store, into a huge church complex. The businessman in him couldn't help giving a nod to Mammon. “Not long afterwards, somebody in town offered us $2 million for it,” he says. “We figured we had made a good move.”

What's next? “We're talking about buying 100 acres and starting to build again,” Templeton replies. “I may not live long enough to see it. I've found that once a dream is hatched, it takes seven to ten years to make the transition. But I feel I've got to lay the seeds for the next guy.”
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