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INTRODUCTION

This is a story which begins with a 7-year-old girl, a broken cooking pot, and a financial crisis.

The 7-year-old, Kat, is the daughter of some good friends of ours and not long ago she spent the weekend with my wife and me. Although wed lined up a full programme of entertainment, the thing that Kat enjoyed most was our house, a picture perfect thatched cottage. She liked the huge old fireplaces, the chambers once used for smoking meat, the brick ovens used for baking bread. She loved scrambling up into the loft, where you can still see the original thatch poking through the original 350-year-old roof battens.

More than that, Kat was awestruck that the battens had simply been cut from the hedge outside the window, the thatching straw from the field just beyond. In Kats world, things come from shops, or on trucks, or by order over the internet. Houses certainly arent hand-built by their owners, using only materials to be found in the surrounding fields and hedgerows. In her eyes, the house was something from a fairy tale, a place that stood half a step from reality.

She was also peculiarly interested in an old metal cooking pot that stands on the hearth, and which we use to store newspaper, firelighters and other bits and pieces for the fire. Kat had somehow got it into her head that the cooking pot too was 350 years old and it fascinated her that this object had (as she thought) once been handled by someone old enough to be her eighteen-times-great grandmother. I didnt have the heart to put her straight for two reasons. First, because the pot certainly looks battered enough to have seen off a century or two, and second, because I knew that a widow once living in this house did own an iron cooking pot. I know that because a neighbour had lent me a volume of local history which happened to record the old ladys will, a document that bequeathed her terribly few possessions to different family members: a stool to one, some farming implements to another, a cooking pot with a broken lid to a third and so on. Though she had almost nothing to leave, she nevertheless cared about the little she had. Back then, stuff mattered. Kat somehow sensed that. She understood that this fairy-tale world played by rules different from her own.

We had a lovely weekend with Kat, and when she left, the cooking pot reverted to its previous, non-magical status as Place to Store Firelighters. Quite likely, Id have thought no more about it, except for the last ingredient of this tale: a financial crisis. Because all this took place the week after Fannie Mae and Freddie Mac imploded. The week when Lehman Brothers went spectacularly bust. The week when the Federal Reserve made an $85 billion loan to bail out the collapsed insurer AIG. The week when Merrill Lynch, a giant investment bank, was sold to Bank of America. The week when the speculative attacks on HBOS, a massive British bank, grew so intense that it too lost its independence.

Next to all of these calamities, the previous victims of the credit crunch hardly seemed to matter. Northern Rock? Phooey! Whats 25 billion between friends? Prior to that week, the biggest American victim of the credit crunch had been Bear Stearns, an investment bank forced to sell out for a derisory $2.2 billion. This week, no one was deriding any sale, no matter how small the consideration. You almost got the feeling that if youd walked down Wall Street in possession of $10 and a bagful of doughnuts, you could have purchased any bank you wanted. The doughnuts too, sir? Youre too kind.

In these giddy conditions, a quotation came into my head, one that I couldnt immediately place but which lingered anyway: All that is solid melts into air, all that is holy is profaned. The rhythms were wrong, but the phrase possessed an almost Shakespearean intensity. Sensing that there was more to the fragment than I was remembering, I looked it up:


All that is solid melts into air, all that is holy is profaned



Modern bourgeois societya society that has conjured up such gigantic means of production and of exchange, is like the sorcerer who is no longer able to control the powers of the nether world whom he has called up by his spellsIt appears as if a famine, a universal war of devastation, had cut off the supply of every means of subsistence; industry and commerce seem to be destroyed. And why? Because there is too much civilization, too much means of subsistence, too much industry, too much commerce.

 KARL MARX and FRIED RICH ENGELS,

The Communist Manifesto



Marx and Engels were writing 160 years ago, yet their description fits the 2008/9 financial crisis almost perfectly. All that is solid has melted into air  or, to be more precise, has melted into the hands of a number of very surprised governments and furious taxpayers, the Wall Street sorcerer no longer in control of his spells.

Now, its probably best to say straight away that Im no communist. I got a degree in economics from Oxford University, then went straight into the City, where I spent a couple of years working for J.P. Morgan, the same fine bank that went on to buy Bear Stearns for those $2.2 billion.

After two years, I quit. I was an idealistic soul and thought that my talents, such as they were, might be better directed for the Good of Humanity. Id originally intended to use my training at J.P. Morgan to talk my way into the World Bank, but this was 1989. The Berlin Wall was being torn down. The decrepit Soviet empire was breaking up. The old socialist model had failed, but there was an immense amount of work to be done before the capitalist model could get going properly. In short, Eastern Europe needed help. It needed me. So I took a temporary post offering economic advice to the newly democratic government in Poland (it folded shortly afterwards), then found a full-time post at EBRD, a development bank set up to rebuild the East.

I spent the next eighteen months zooming round Eastern Europe, seeking to invest in the promising private enterprises which were springing up everywhere. It was a time of extraordinarily rapid change and, for those of us lucky enough to be in the right place at the right time, responsibility too. But I became disenchanted. Not with the Easterners, who were turning their countries round with extraordinary speed, but with the EBRD itself. The EBRD was owned by a consortium of several dozen governments from East and West, who encumbered it with a hopelessly top-heavy and bureaucractic approvals process. The longer I spent in Eastern Europe, the more I noticed that it was those greedy so-and-sos from the private sector who were doing all the really amazing work  pouring in money, people, skills, energy and know-how. We poor saps in the Good of Humanity sector were coming a distant and unbeloved second.

So I quit my job again. I interviewed with a number of banks, but ended up back where Id started at J.P. Morgan, where I spent several happy years as a banker in the mergers and acquisitions department. I made money. I worked with some very nice and able people. I enjoyed huge levels of responsibility and expectation. I might have gone on merging and acquiring for many more years to come but, at the end of the 1990s, my wife, Nuala, became ill, bed-bound, edge-of-life-and-death, terrifyingly ill.

So I moved on once more, from the City to the bedside. I cared for Nuala and wrote my first novel. I got an agent. I got a publisher. I found myself stumbling backwards into a new career, making the move from one of the best paid, most widely loathed occupations in existence to one of the worst paying, but most highly regarded ones.

People often ask me if I miss investment banking. I certainly enjoyed my time there, but enjoyment isnt the deepest kind of satisfaction there is. Banking always felt like work  enjoyable, demanding, varied, responsible work, to be sure  but nevertheless something that nobody of sound mind would ever do for fun. Writing has never felt like that. For the last ten years or so, Ive put in plenty of hours at the keyboard, and almost none of those hours have felt like work. I feel as though Ive found some important part of my essence as a writer. Thats the good part. The bad part is that, for all but a very few authors, writing doesnt provide enough income to live on. Most authors supplement their income in other ways and, as soon as Nuala was strong enough for me to give up my role as full-time carer and part-time author, I too rooted around for other ways to make a buck. In 2005, I set up a company called the Writers Workshop. The idea was that wed offer editorial advice to first-time writers. To begin with there were just two of us, me and a friend, also a professional author. We built a website, advertised our services, and waited for manuscripts to start rolling in.

And roll they did. To my continuing astonishment, the ventures been a success. Not the sort that buys a private jet and my own holiday island in the Caribbean but, in its own humble way, a success.

My reason for telling you all this is that my own eccentric personal journey through life connects back to that cooking pot. Over the last 350 years, some weird alchemy has taken place, which has utterly transformed the world and our expectations of being human. The Oxfordshire widow who lived in what is now my house seems poor to us today. Her few recorded possessions seem shockingly scanty. No books. No form of entertainment. No form of transport. Nothing mechanical. No complex method of lighting or heating. No soft furnishings. No decorative items that we know of. Nothing to bathe in. No form of time-keeping. No holidays. No health care worth the name. Rudimentary education at best. Shed have had salt, but no sugar, no spices, no tea, no coffee, not much meat. Particularly in winter and spring, her diet would have afforded terribly little variety. Some years, shed have gone hungry too. She had a few tools for working the land, a few household items, and a minimal amount of furniture. That was all. When Kat encountered a tiny slice of that womans life, she instantly recognized it as being utterly, astonishingly different from her own.

Yet that widow wasnt unusually poor. In 1674, the average Briton subsisted on somewhat less than $4 per day. Just to be perfectly clear, that number, the $4 a day, has been adjusted to give a figure directly comparable with todays money. The average Zimbabwean today is about as well off as that widow and her peers. They dont throw away broken cooking pots in Zimbabwe now, and they didnt throw them out in seventeenth-century Britain.

If you think that sounds awful, bear in mind that Britain was then the second richest country in the history of world (the Netherlands was somewhat richer). Viewed over the entire span of humanitys existence, seventeenth-century Britain was a place of extraordinary affluence, long lives, comfortable homes, educational and vocational opportunity. The Britain of that cooking pot represented close to the best that humanity had managed in its 199,650 years of existence. In the fifteen centuries following the birth of Christ, the average human lived on the equivalent of about $1.25 a day, an amount now regarded by economists as marking absolute poverty of the most pernicious sort. The kind of poverty that kills and starves, deprives and restricts.

These comparisons are worth hammering home because its so easy to lose sight of the miracle that has happened over the last 250 years or so, and which Kat called attention to by her fascinated reaction to that vanished world. Some extraordinary alchemy has transformed the human lot from being one of almost universal, grinding poverty to one of very widespread affluence. For sure the world still has far too many poor people in it, but it has a darn sight more rich ones than ever it used to. The miracle of wealth creation is now so well established, so taken for granted, that we start demanding more of it. Make Asia rich! Make Africa rich! Eliminate poverty! Eliminate infectious disease! Free health care for all! Put humans on Mars! Make me live to be a hundred! Low cost air fares, cheap motoring, and no climate change, please!

Im not against those kinds of ambition. On the contrary, Im entirely in favour of demanding a lot of ourselves, but whats stunning is that we can voice these kinds of aspirations without sounding crazed. Human history can, if you like, be divided in two phases. The first phase lasted for approximately 199,750 years, and represents mankinds existence in a world marked by generalized, extreme, brutish poverty, by horribly compromised life expectancy, by illiteracy and innumeracy, by men and women almost universally failing to achieve their potential.

The second phase, which has lasted 250 years so far, represents mankinds experience of extremely rapid self-enrichment. The world we live in now is one where things are made in China, ordered by laptop, and delivered in an eyeblink; a place of iPods and cornflakes, hedge funds and research labs; a place where roofing materials are no longer cut from hedges and scythed from fields. This world  Kats world and ours  is mystifyingly complex, but somewhere in that complexity lies the philosophers stone which turns lead into gold.

Alchemy, however, has its dark side and on the weekend of Kats visit, that dark side was alive, well and destroying a bank near you. As London and New York convulsed in panic, I realized something shocking. I was a financially literate chap. Id been an economist, a banker, and (in a very small way) an entrepreneur. Yet there was a respect in which I understood nothing at all about how the world works. I could sketch out supply and demand curves and explain the laws of comparative advantage. I could even have told you what an Asset Backed Security was and how Credit Default Swaps worked and how Lehman Brothers went bankrupt.

But all this was an understanding of the intellect, an understanding that left the rest of me entirely blank. The fact that I understood my own tiny niche in the capitalist system had blinded me to my massive ignorance about everything else. I hadnt generally felt that ignorance, because my background had enabled me to sketch demand curves and blather about different types of security. Nevertheless, the extent of my unknowing was profound. It was though Id read a million books about Italy without ever having been there.

In the weeks after Kat left us, as governments and central bankers started to mop up after the hurricane, I realized that I wanted to write a guidebook about the world of money. I wanted to understand, and not just at an intellectual level, the magic of the alchemy that has plucked the human race from extreme poverty to its current position of ever-expanding riches. I wanted to understand the storms that blow up out of nowhere, seeming to threaten every assumption which we once took for granted. I wanted to meet the people who make that world turn: multimillionaire entrepreneurs and Indian shift-workers, small-time manufacturers and big company CEOs. I wanted to get to the heart of the miracle, the miracle that has transformed a poor and brutish world into an ever richer and more liberated one. And I wanted to explore the culture of this world, the deep rhythms that make it tick. Above all, I wanted to come to know it the way that a traveller might, with time, come to know Italy.

This book is the outcome of that exploration. The businessmen and women Ive spoken to have led companies collectively worth hundreds of billions of dollars. The bankers Ive spoken to have handled well over a trillion dollars worth of mergers and acquisitions transactions and have invested uncountably huge sums on the world markets. But Ive also met some of the little guys; the ordinary people doing ordinary jobs who nevertheless play their own crucial part in keeping this precarious alchemy afloat. In short, I wanted to find out about everything an economics degree does not cover, that ten years in the City never gets close to.

I still dont know how to refine oil, smelt metals, extrude plastic, etch silicon, write program codes, or do any other of those fine things that makes Kats world the rich and prosperous world it is. But I do now have an almost bodily sense of how the whole thing hangs together. Ive learned how extraordinarily commonplace financial crises are and how the miracle of capitalism goes on happening nevertheless.

And my journey, unexpectedly, has gone further than that. Its all very well going places and meeting people, but I came to see that the alchemy of wealth happens inside each of us as well. We have strong feelings about money. We are alternately avaricious and ostentatious, greedy and generous, fearful and optimistic. My journey to the land of money wouldnt have been complete unless it stepped inside our own hearts and minds, our own hubbub of powerful emotions.

This book offers an account of my travels. Its given me a sense of the alchemy that turned our world from what it was to what it is, a man-made miracle of creation. Its also taken me to the heart of the paradox that lies at the heart of capitalism, a paradox by which money is both the most important thing there is and something that doesnt matter an iota. I came to see that economics, as taught at university and as reiterated by any number of economics bestsellers, is a fraud, a subject that purports to explain everything but doesnt even understand the thing that lies at its very heart: the human relationship to money.

But those things lie ahead of us, at the journeys end, not at its start. Because this is a trip that starts the only place it can: in the mind and instinct of the entrepreneur.



PART ONE
The Entrepreneur





ONE
Risk

Men wanted for hazardous journey, small wages, bitter cold, long months of complete darkness, constant dangers, safe return doubtful. Honour and recognition in case of success.

 Advertisement placed by ERNEST SHACKLETON in 1914

It begins with character. Character and a moment of risk.

The risk takes no single form. Perhaps to most of us the moment comes and goes without our even noticing. A conversation overheard; a difficult client with a wild-eyed plan; a death; an idea; a throat irritation.

Most of us, and I include me, look for the life more comfortable. Great wealth would be nice, of course, but weve learned by now that wealth doesnt make home visits. Its an animal to be hunted, not a guest to be entertained. Our desire for comfort  the regular pay cheque, hearth and home, keeping our capital somewhere safe  may not be an overwhelming compulsion. We may be ocean-sailors at the weekend, even if were wage-slaves during the week. But its there, the need for security. The poet Philip Larkin called it a Toad, its hunkersheavy as hard luck, and cold as snow, a Toad that squats there asking us how wed feel with our capital committed and our income gone. How wed feel, talking in the pub with our mates, them with their steady jobs and their career progression, and we with a scheme that looked so smart once and so insanely optimistic now. Accordingly, the moment comes and the moment goes and because were not on the lookout for it, we dont so much as notice its passing.

Most people arent like that. One in a hundred? One in a thousand? Its not that they overcome their Toad, that they wrestle the beast into submission, its that they dont have the Toad at all. William Knox DArcy was born to a well-to-do English family in 1849. He was educated at Westminster School, an elite public school located in the rambling embrace of Westminster Abbey, where every British monarch since 1066 has been crowned and the final resting place for seventeen of their kingly souls. In 1866, when their father went bust, the family emigrated to Australia to start all over again. They ended up settling in Rockhampton in Central Queensland, which isnt exactly a big place now, but back then it must have seemed a million miles distant from the Abbey bells.

The young DArcy followed his father into law and joined the family firm. A lifetime of prosperous colonial Toad-following seemed to beckon. Then one sunny day in 1882, three brothers entered DArcys office. They were rough men, miners, and they had been sent down the road from the local bank. They brought two things, a story and a lump of rock. The story was quickly told. The three men, Frederick, Edwin and Thomas Morgan, had been prospecting for silver in the Dee valley. They had found no silver and, as we now know, theres no silver there to be found. According to one version of the story, while on the journey back to town, Edwin had felt the call of nature. He walked a little distance from camp and urinated. As he did so, he couldnt help noticing a peculiar black boulder that had clearly rolled into the valley floor from the slopes above. Being a man and a miner, he idly swung his pick at the stone, thinking no more than that stones were there to be hit and picks had been made to do the hitting. He struck the stone. A chipping flew off and glinted. The rock was  or seemed to be  loaded with gold.

The Morgan brothers believed they had almost literally stumbled on a mountain of money, but they knew they needed help. Legal help, to stake a robust claim. Financial help, to bring capital to bear in exploiting the find. Technical help, to extract rock from the mountain and gold from the rock. Commercial help, to sort out hiring and transport and markets and sales. Their first stop had been the bank, the second stop DArcys office. (And perhaps its worth noting here that there are various different versions of the story in circulation, though the gist of them all is the same.)

Now for just a moment, stop there. Had you been sitting at DArcys desk that day, gazing out at a dusty street, hearing a commotion outside in the anteroom, seeing these three unconventional clients enter your office, listening to their tale and fingering a tiny chipping of black and gold stone  what would you have done? What would you have said? How would you have proceeded?

Lets be realistic. At a very minimum, youd have noticed that you had the scope to charge your services at premium rate. There werent so many lawyers in Rockhampton and these three clients were in no position to haggle. If the ore in the rock was gold, then these clients would pay you, and pay you royally, for your legal expertise. That kind of reasoning, however, is amply consistent with being slave to the Toad. No one will pass up a little extra cash, if they dont have to put anything at risk. So you charge your time at a premium rate, but what else? Do you commit significant time and energy to the project, unsure of whether youll receive a penny in exchange? Do you put some of your own money into it and if so, how much?

To answer the question accurately, you need to be careful about details. You are not wealthy. You have a young wife to support. Your start in life accustomed you to a high standard of living and in Rockhampton, Queensland, cash is hard to acquire and easy to lose. I suggest you would do roughly what I would do. Be interested, but evasive. Seek out as many facts as I could, knowing that time is always ticking by and that my main advantage lies in having been just the fifth person in the world to see and handle that little black stone. Id talk with my wife. Discuss our own capital position, how much we need for the baby, how much we need for our security. Identify a sum that we can afford to gamble. Find a balance between maintaining a regular weekly income and investing time in a scheme that might be hare-brained or might be the best thing we ever did.

Id speculate, but sensibly.

Thats not how DArcy did it. He went in big. Huge. Together with two Queensland entrepreneurs, Thomas Hall and William Pattison, and the miners themselves, he formed a syndicate. The Morgan brothers contributed their mineral rights; the other three would provide a crushing mill for the extraction of the gold. DArcy didnt have huge funds at this point, but he threw his all at the project. He gambled. His future. His wifes future. Their babys future. Everything.

We know this story for one reason and one reason only. The bet paid off. The hill from which that black boulder had tumbled  Morgan Mountain, as it became  was truly a mountain of gold. The entire six man syndicate made a fortune, but DArcy made himself richest of all. He returned to England one of the richest men in the world. At its peak, and in present day terms, his wealth ran to several billion pounds. He bought a grand home in town and a magnificent country estate. After his first wife separated from him and then died, he married again and entertained on a prodigious scale.

Character and a moment of risk. Three rough men and a wild story. The spin of a geological wheel. A dazzling outcome.

But perhaps youre not convinced. Youre there in that Rockhampton office, gazing out at that dusty street. Perhaps you would have gone in big. Perhaps anyone would. Perhaps its got nothing to do with character, just a question of being in the right place at the right time. A matter of luck, not temperament.

You might think so, but I havent played quite straight with you. Theres more to tell. DArcy was a gambler. A provincial solicitor in back of beyond Queensland doesnt generally have much cash at his disposal. That DArcy had enough to make the investment possible at all was because he had already speculated, heavily and successfully, in land. He only possessed the means to bet on Mount Morgan because his appetite for such bets was already strongly evident.

Move the clock forward to the young mans triumphant return to London. He had no financial need to stake anything on anything. He could have bought art, wined and dined, moved in society, held balls, indulged whims  done whatever he wanted. Yet horses and the racetrack still fascinated him. There were only two private boxes at Epsom race course. He owned one and the Queen owned the other. The thunder of horses hooves did what the clatter of a miners pick had once done. He needed risk to feel alive.

And one last thing. The main thing. The reason why DArcy is an important name and not merely a colonial chancer who came good. In 1900, an emissary from Persia came searching for a capitalist of the highest order to invest money in the hunt for Persian oil. The geology was favourable. The oil business had already made fortunes for Rockefeller in the United States and for Marcus Samuel of Shell in Britain. The idea wasnt crazy and DArcy was interested.

Twice already, he had spun the wheel. In land first, then in gold. The horse racing in Britain fed a compulsion but hardly offered stakes large enough to satisfy a gamblers spirit and Persia offered the largest stakes of them all. A businessman, a real one, the kind used to managing complex corporations and large capital investments, might have looked harder before leaping. DArcy certainly made a show of thinking hard. He enquired after the geology, he ordered maps and took advice; but the badness of the advice he was given suggests that there was only one answer hed ever have accepted.

From the Shah of Persia, he purchased a sixty-year concession to search for oil. The cost was 20,000 up front and a further 20,000 worth of shares in the venture. The cost of the bribes spent to gain the Shahs agreement was more again. Even the eunuch who brought the Shah his morning coffee got his baksheesh. The cost of drilling two exploratory wells was estimated at 10,000. Real money, even for a prodigiously wealthy man.

His advisers, however, did not spend much time discussing the cultural complexities of the region: the Shiite hatred for political authority, for Christian interlopers, for foreigners. They did not pause to take account of certain technical challenges: the entire country boasted only a few hundred miles of road; the territories which looked most promising for oil lay across wild and mountainous countryside; and the local labour possessed so few technical skills that few of them had even seen a hammer. They did not allow much of a contingency reserve for the mounted tribesmen who would sweep down from the mountains demanding gold to protect the incomers from bandits  that is to say, from themselves. They did not make full allowance for the fact that Persia was so far away from anywhere with anything that the nearest dentist was to be found in Karachi.

When DArcys men came to drill, the cost of those first two wells was more like 200,000 than the 10,000 predicted. The venture bled money. Drilling started in 1902. In extremely challenging conditions, the equipment continually broke down. As early as 1903, DArcys overdraft stood at 177,000, or a few tens of millions of pounds in todays money.* His bankers had demanded shares in the Mount Morgan mine by way of collateral and, to make matters worse, those shares had fallen to about one eighth of their peak value. Tough times on Easy Street.

Then, in 1904, relief. The drilling team struck oil. The would-be oilman used the news to scour Europe and the United States for new investors, but the well, that had started so promisingly, ran dry. He was advised to shift the exploration effort miles to the southwest. His overdraft grew still further. His bank started to demand the concession itself as collateral. Everything seemed lost.

As things turned out, DArcy did succeed in finding an investor, Burmah Oil, whose support enabled the troubled little venture to go on burning cash. By early 1908, however, even Burmah had had enough. It asked DArcy to put up more funds or close the whole operation down. He complained, Of course I cannot find 20,000 or anything, but stubbornly ignored the deadline. He just allowed it to pass without action or comment. The gambler refused to leave the casino.

Burmah, in turn, ignored their partners refusal to cooperate and on 14 May 1908 sent a letter to the drilling team in Persia informing them that they should close up shop, sell everything saleable, and come home. The letter took weeks to travel from Glasgow to Persia. And after it was sent but before it arrived, the drilling team struck oil. They hit a gusher so big that the spout of oil jetted fifty feet higher than the steepling drilling rig itself. Shortly afterwards, the second exploration well struck oil too, and also on a prodigious scale. When George Reynolds, the tough, single-minded genius of the drilling team, received Burmahs communication, he wrote back sarcastically, [Your] instructionsmay be modified by the fact that oil has been struck, and refused to act on them. The age of Middle Eastern oil had begun. DArcy recovered the funds hed sunk into the sands of Persia and received shares worth some 895,000 to boot. The company that emerged went through several name changes since those early days, but is still alive and well today. The company is now known as BP and is worth approximately $175 billion.

Ive told this story at length because its dramatic and because it makes a point. A moment of risk, of opportunity is not enough. Given the right opportunity, any of us may succeed to a certain extent, but the world has not been shaped by those whose ambitions run to a certain extent. DArcys ambitions were large when he speculated on land, larger when he speculated on gold, and almost boundless when he speculated on oil. You or I would have needed to conquer our aversion to risk to have done even one-tenth of what he managed. He, however, conquered nothing. He wasnt averse to risk, he needed it. When he had all the wealth anyone could ever want, he put himself through almost a decade of financial loss and heartache simply to feel the thrill of that spinning roulette wheel one more time.

The need for risk isnt unique to entrepreneurs, but its the mark of the breed, all the same. When speaking to entrepreneurs in the course of writing this book, Ive asked how much of their capital they put at risk in that first crucial investment, the one that launched them. They all answered the same way: they invested everything they had and in many cases borrowed heavily too. If their business had gone bad, theyd have been wiped out, walked away owning nothing more than fresh air and sunshine. Thats the answer Im given, but in almost every case Ive noticed a tiny pause before it comes, one of those micro-habits which supposedly reveal a truth beyond mere words.

What is that hesitation, that nanosecond of delay? I think it comes down to translation. To you and me, whod much rather not be wiped out, the question about that first investment has many possible answers. For entrepreneurs, thats not the case. Theres only one first investment you can make, which is as much as you have. That answer is so instinctive, it takes a moment for them to remember that not everyone thinks the same way. They have to translate their answer from Risk-Think into regular Human-Think, and the pause for translation accounts for that micro-delay.

Allied to risk, and inseparable from it, is restlessness. For most humans, comfort is defined in static terms. The log fire. The hot drink. Its a pastoral ideal, the ideal of a people who will sleep tonight where they slept last night, do tomorrow what they did today. No doubt entrepreneurs like log fires too, but their instincts arent remotely pastoral. Modern science has discovered a type of neuro-receptor (called the 7R variant of the DRD4) which seems highly linked to Attention Deficit Disorder, as well as novelty-seeking and food- and drug-cravings. In the modern Western world, this receptor isnt one youd want your kids to have. Its not the sort that promises wonderful educational outcomes or stable career prospects.

People who have this kind of brain receptor, though, arent ill. The genes responsible for it are doing their job just as nature intended. Since nature has a tidy habit of ensuring that poorly adapted genes are competed into oblivion, then those genes must once have been doing something useful. The question is what.

Enter the Ariaal  not a misspelled font style, but a tribe of semi-pastoral nomads in Africa. Some Ariaal continue to be true nomads, wandering the arid plains of northern Kenya, herding camels, cows, sheep and goats. Some of their brethren, however, have settled down and become farmers. The two groups are genetically identical; its just the lifestyles that have diverged. Scientists have studied the two groups and found that nomads who had the novelty-seeking receptor were stronger, healthier, better nourished than nomads who lacked it. Among farmers, however, it was the other way around. The novelty-seekers were worse nourished and less well adapted. In short, if you have a wanderers genes, youll do well as a wanderer but struggle if asked to settle down.

As far as I know, no one has ever taken cheek swabs from billionaires to conduct the same study, but theyve come close. Twin study analysis conducted jointly by St Thomass Hospital and Imperial College in London and by Case Western Reserve University in Cleveland, suggests that around half somebodys propensity to become self-employed is attributable to their genes  perhaps a rather lower score than you might expect. (Intelligence, for example, is about 75 per cent genetic.) On the other hand, its not clear that twin study tests such as these are methodologically accurate. Nearly all identical twins share an upbringing, so its hard to tease out genetic from environmental factors. In a world well set up for such experiments, there would be a plethora of identical twins forcibly separated at birth to make the data analysis easier, but alas such twins are far too rare to generate statistically meaningful results.

Whats more, self-employment is not entrepreneurship. Indeed, much entrepreneurship isnt really entrepreneurship. A plumber, for example, or a lawyer, or an accountant may be self-employed, and may choose to house their occupation in a wholly owned, legally incorporated company. But neither self-employment nor corporate status is the test. The test is ambition. Its all very well to start a business in your garage, but unless you start it dreaming of the corporate skyscraper youll move into one day, you are not an entrepreneur. (And this, by the way, is the real secret of American enterprise. The United States does create a lot of entrepreneurs, but so do some other countries. Almost nowhere, though, do entrepreneurs dream on a bigger scale, as measured by the employment growth expected by an entrepreneur over the first few years of the businesss life. Those outsize dreams have a lot to do with what makes the United States what it is.)

Other scientific studies have perhaps got closer to the mark. A very intriguing study conducted by Cambridge University studied the brains of 17 ordinary corporate managers and sixteen entrepreneurs, each of whom had started at least two high-tech companies and who therefore passed any reasonable test of entrepreneurship. Asked to make a series of routine decisions, the managers and entrepreneurs scored about the same. These were sensible people, analysing problems in a sensible way. As soon as they were asked to make decisions involving considerable risk, however, the entrepreneurs were consistently bolder. Knox DArcy would, no doubt, have been off the scale.

Bold, please note, is not the same as intelligent. Indeed, its a commonplace in the venture capital industry that founder-CEOs should be gently eased out of the hot-seat as soon as possible. Noam Wasserman of Harvard Business School quotes one venture capital type as saying:


Upfront, I ask founders to level with me. If they are interested in working with me on the basis of [their] being a big shareholder, then I am interested. If they are interested in working with me because they have to run the company, then its probably not going to make sense for us to work together.



This attitude, a common one in the industry, would make no sense if that entrepreneurial boldness was the same thing as profit-maximizing genius. It isnt. Its gambling, linked (as Wasserman also points out on the basis of careful study) to the tendency among entrepreneurs to be markedly more optimistic about outcomes than their peers.

The trouble is that any attempt to measure optimism in laboratory conditions founders on a basic difference between entrepreneurs and the rest of us. It may, indeed, look to us as though entrepreneurs are too optimistic, yet thats to make the mistake of looking at their world through our eyes. To us, failure matters. To them, failure doesnt really matter an iota. The failure of a particular venture is not the desired outcome, obviously, but its not a bad one. The only bad outcome would have been if they hadnt had the nerve to go for it in the first place. Our do nothing default option is their worst case scenario. Thats the one they truly cant envisage. Equally, our worst case scenario (invest up to your neck, then see the whole thing go pear-shaped) is no big deal for them. Its an Aw shucks! outcome, one that just makes them want to go back and try again with something else.

Even the way we respond to success is different. For us, success probably means a new home, a nice car and perhaps (depending on the level of our success) a yacht, a private jet, a football club, or a private island. For them, success means all those things for sure, but it means something else even better: that their baby has flourished, that their act of creation has been rewarded by something that has matured into a confident, independent adulthood. These feelings mean that the risks and rewards we face are quite different from the ones that entrepreneurs face, even if we were both to compute the odds in the exact same way. Little wonder that we end up behaving in sharply different ways.




	
	How we feel
	How entrepreneurs feel



	Do nothing
	Fine. This is our default choice.
	Bored. Frustrated. No way.



	Try and fail
	Oh my God! What do I live on?
	At least I gave it a go.



	Try and succeed
	Jackpot  got the house, got the yacht.
	Immense satisfaction  I created something.






Knox DArcy is the perfect exemplar of all these things: the optimism, the gambling  and the irresponsibility which (to our pastoral, anti-nomadic minds) is the inevitable result. DArcys judgement about the Mount Morgan mine proved reasonable, but he refused to sell down his investment in it, even after the stock hit absurdly unsustainable heights. His judgement about Persian oil was simply awful. True enough, even that bet came good in the end, but any competent business manager would have made a much better fist of assessing risks and benefits before making any financial commitment  and would, at the very least, have come up with a much more sober estimate of the probable costs and the scale of financing needed.

Yet theres nothing unique about his mindset. Ive spoken to upwards of two dozen self-made multimillionaires. (And my threshold level for multimillionaire was high. The median net worth of those I spoke to was well into the tens of millions of pounds.) Almost all of these entrepreneurs used the same kind of language to describe themselves. Theyre restless, have a very low boredom threshold, need decisions to happen quickly, need high energy and passion from those they work with, couldnt stand the slowness of large corporations.

Some of them did have high educational achievement, but plenty didnt. Typical was one entrepreneur who crammed his three-year law course into an eighteen-month workathon. After getting his degree, he started in corporate finance. He became bored working for others, so set up on his own instead. When he wearied of funding other peoples companies, he bought his own. Work was never the challenge, dullness was. With people like that, I almost got the feeling that if they were forced to sit in a classroom or given a pedestrian middle-management job in a dull but worthy company somewhere, theyd end up chewing carpet tiles or jabbing forks into electrical sockets. These were folk who needed stuff to happen and happen fast.

Although entrepreneurs are often described as rule-breakers, it would perhaps be more accurate to say that theyre typically not rule-minded. Its not particularly that they seek to break rules, more that they dont really see the rules that are so clear to the rest of us. Thats why those 7R-DRD4 variant nomads find it so easy to travel beyond the far horizon. They havent felt the tug of any prohibition against doing so. Its perhaps also why immigrants are so over-represented in entrepreneurship  around a quarter of all US start-ups are founded by immigrants, for example. Those who are born and brought up in a place feel its rules and mores in their bones. Those who have already left kin and country behind are much less tuned in to those rules in the first place.

These issues may even lie at the heart of one of the oddest results to come out of the torrent of research into entrepreneurship: namely that while only 1 per cent of corporate managers are dyslexic an astonishing 2035 per cent of entrepreneurs are (the two figures are for UK and US entrepreneurs respectively; the researcher was Julie Logan of the Cass Business School in London). Theres no settled interpretation of this research finding, but heres mine. Dyslexics have gone through their school life noticing that the rules which work for others dont seem to hold for them. A is for Apple, B is for Bird, C is for Cat, D is for Dog. That worked for me. If youre non-dyslexic, then it presumably worked for you. For dyslexics, however, even those most basic of all rules seem to make no sense. So what do you  as a bemused child, anxiously seeking the approval of your teachers and parents  do in such a situation? You surely get creative. You develop your own techniques and trust those in preference to the seemingly unreliable ones offered by your teacher. Youve learned to invent your own way around problems. Youve learned that the rules of Planet Normal just arent going to work for you  indeed, they dont even make sense. And as soon as you start to think like this, though you may not know it yet, youre an entrepreneur.

If wealth creation is alchemy, then its orginating spark is here. The restlessness of people who cant bear to be still; the risk-taking of those who cant bear to be safe; the decisiveness of those who know that if they want a thing done, theyll need to do it themselves. And from the spark  fire. From the Mount Morgan mine to Middle Eastern oil and the birth of one of the worlds largest oil companies.* The ultimate reason why the world today is different from the world 250 years ago is because of the extraordinary creative energy of that entrepreneurial spark. Its that spark which has wrested gold, iron, coal and oil from the earth; which has hewn lumber, bashed metal, invented gadgets, launched ships  and done all those other things which make our world what it is today.

When as non-physicists we read about the Big Bang, its almost impossible for us to get our heads round the idea that something can come from nothing. In historical terms, though, thats precisely what has happened over the last 250 years. In 1750, the Earth had plenty of gold in her belly, iron in her veins, lumber in her forests. Indeed, she had more of all those things then than now and yet it was a largely useless sort of fertility because it was one that sat alongside almost universal poverty, illiteracy and high mortality. Out of that void was created the extraordinary affluence of our modern Western world; something from nothing on a colossal scale and achieved in the space of three or four human lifetimes.

As entrepreneurs go, William Knox DArcy isnt the best possible exemplar. He didnt bring the world any extraordinary new vision. He invented no new technology. He was neither manager nor organizer. He wasnt even a particularly astute investor, holding onto his Mount Morgan shares when they touched 17 and watching them fall back all the way to 2. But more than almost anyone else DArcy exemplifies the willingness  the compulsion  to gamble his all on a vision of the future. Character and a moment of risk. The start of everything.





TWO
Will


If you start to take Vienna  take Vienna.

 NAPOLEON BONAPARTE



In 1927, Paul Getty had a problem. One of his companies owned a patch of land in Santa Fe Springs, just outside Los Angeles. The land was potentially oil rich and Getty had a rig set up and a drilling team working it. Theyd spudded the well in and were making hole at a good rate when the drill bit sheared off and got stuck. Getty doesnt report the precise details, but wells of the era generally ran 3,000 or 4,000 feet deep, so if the bit twisted at around the halfway stage, then it laid maybe 1,500 or 2,000 feet underground. The drill bit was a large chunk of metal that was impossible to drill through. The drilling shaft was perhaps a couple of hand breadths wide.

Fortunately a solution existed to the problem. You could lower a so-called fishing tool down the shaft to fish for the bit and bring it to the surface. The work was delicate, skilled and chancy. After a couple of weeks work, Gettys men had still not retrieved the bit. The problem was annoying but far from calamitous. Twist-offs were a familiar irritation and any experienced drilling crew would have seen and dealt with plenty in their time.

All the same, two weeks wasted were two weeks wasted. Wages had to be paid and the capital costs of the rig and the lease were not yielding any return. Worse still, competing drilling crews on neighbouring leases would get to the oil sooner. Since neighbouring rigs generally tapped the same pool of oil, every barrel extracted by the guys next door meant one less barrel for you. Getty was already a millionaire by this point and hardly needed to fret about problems of this sort, but then again he was a millionaire precisely because he did fret about problems of this sort. On one occasion, hed owned a lease too small for an oil rig, plus an access route too narrow to take a truck. Most owners would have turned their attention to other things, but not Getty. He commissioned and built a miniature derrick and brought the steelwork to site on a specially built miniature railway. The derrick struck oil and the well made money.

So, faced with this new problem  a jammed drill bit and a halted well  what did he do? You have all the details you need: a drilling shaft 1,500 feet deep and perhaps twelve inches wide; a heavy steel drill bit twisted off and jammed somewhere close to the bottom. You need to find a way to resume drilling as fast and as cheaply as you can.

I wont give you the answer yet  youll have to wait till the end of the chapter for that  but I will tell you this. Getty was not an inventor. He had no more mechanical ingenuity than you do. Certainly there were countless people drilling for oil in the 1920s who had more drilling experience, a better knowledge of rigs and fishing tools, greater mechanical and technical dexterity. Yet back in 1927, it was not those people who solved the problem, it was Paul Getty.

For now, though, well jump forwards in time and across the globe. Its 1975. Bob Dylan has returned to form with Blood on the Tracks. Pink Floyd Wishing You Were Here. Bruce Springsteen is Born to Run. If your musical tastes are a little more Meryl Streep than that, then youll be remembering 1975 as the year of Abbas I Do, I Do, I Do, I Do, I Do, the least lyrically inventive song title in the history of lyrically uninventive song titles.

But those artists and their concerns are a long way from here, a collection of rice paddies in Surabaya, East Java, Indonesia. Whats more the young man looking out at those rice paddies is probably not wishing he was here. But that young man  who was there on a $250 cut-price holiday  has a decision to make. His name is Lakshmi Niwas Mittal and he has been asked by his father to sell those paddy fields. His father was originally from Rajasthan and was not, to start with, by any means a wealthy man. Lakshmi himself had grown up with twenty others in a house with rope beds, no electricity and the only water coming from the hand pump in the yard outside. It wouldnt be quite accurate to say that Mittals was a poor family. In India, especially then, poor means poor, and the Mittals were middle class by the standards of their place and time.

In due course, Mittals family moved to an unremarkable house in a poorish district of Calcutta. Young Lakshmi went to school then accountancy college. In the meantime, Lakshmis father had become partner in a company called the British India Rolling Mill. Im not sure quite how the company had managed to stagger through a decade or two without noticing that the British had left India in 1947, but presumably its clients loved it anyway. Lakshmis uncles were involved in steel trading and, in 1963, the family won an important licence to build a steel rolling mill in southern India. Things, unquestionably, were on the up.

It was as part of this ferment of activity that Mittals father had come by those Indonesian paddy fields. His intent was to build a steel mill there, producing for the local market. Further investigation, however, proved that a small mountain of bureaucracy lay in the way. Paperwork, licences, permits, hassle. Mohan Lal Mittal decided this was too much. A hugely experienced, ambitious, and capable entrepreneur, he gave the challenge his careful consideration, and refused it. He asked his son to extract the family from the mess with as little financial damage as possible.

Here, you should for a moment put yourself into the young Mittals shoes. You are not a complete novice. You have taken a keen interest in your familys steel operation and have been working in it now for a number of years. For what its worth, when you left St Xaviers College in Calcutta, you did so with a BCom. and the highest marks ever achieved by a St Xaviers student in accountancy and commercial mathematics. But you have no money of your own. You do not speak Indonesian. You do not possess influential connections in a country with an authoritarian and corrupt government. You have a young wife and are a very long way away from home. And its 1975, lets remember, when the world seemed a lot larger than it does today, and when India marched with very much less swagger on the global stage.

How would you personally have proceeded if placed in this situation? For you, of course, these questions are purely theoretical, but for the young Mittal in 1975 they were nothing of the sort.

And we already know the answers. Most of us would have sold those paddy fields, probably getting ripped off in the process, then gone home to a comfortable future in Indian steelmaking. Wed have done well, congratulated ourselves for our wisdom and prudence. Wed never even have noticed the size of the opportunity that we had allowed to go by.

Lakshmi Mittal, however, didnt sell the paddy fields. He decided to build a steel mill on them himself. No money? No problem! Back then the Indian government offered export loans equal to 85 per cent of the cost of the equipment and materials being exported. Mittal put together a deal where Indian export loans, plus some shares in the family company, plus some cash from a local partner, plus some more loans from an Indian bank in Singapore were somehow enough to make the whole thing float. He hadnt quite separated himself from his family, but by starting out in an entirely different country, he was making the firmest possible statement of his independence.

He used the funds to build a mini-mill, a term which rather understates the scale of the enterprise involved. A modern integrated steel mill handles everything. It takes raw iron ore, melts it down in a blast furnace, extracts the now liquid iron, then starts to adjust the chemistry: removing impurities, controlling the carbon, adding alloying materials as required. Only then can the molten steel be formed into blooms, ingots, slabs and sheet. The scale of enterprise required to manage these things efficiently is colossal. A small integrated mill will produce two million tonnes a year. A large one can produce as many as fifteen million.

Only when judged against these gargantuan standards is there anything mini about a mini-mill, which are typically around one-tenth the size of their integrated cousins. The heart of the mini-mills method is to cut the raw iron ore out of the process altogether. Instead of the whole cumbersome process of melting metal out of rock, the mini-mill relies on the steel industrys version of the ready-meal: a mixture of scrap metal and direct-reduced iron (a form of the metal which is about 90 per cent pure).

In mid-1970s Indonesia, this technology made perfect sense. Mittal couldnt afford  and the market couldnt sustain  a five million tonne monster plant. Whats more, at the time, the Indonesian market was dominated by Japanese companies importing steel from overseas. There was no domestic production at all and when Mittal did his sums, he realized that he could achieve a cost advantage of as much as 50 per cent.

Building the mill took two years. In its first year of operation, the plant made 26,000 tonnes of steel, which brought in revenues of $10 million. The plant made $1 million in profit. But profit and riches is not the same thing. Banks had to be paid. Further capital investment was scheduled. Mittal  by now a father  was paying himself just $250 a month. His car was second-hand and he worked all hours of the clock. But he had his steel plant and it was doing well. By the end of the 1980s, production had grown to 330,000 tonnes. Lakshmi Mittal was 39.

Again, life brought to the still young Mittal another tantalizing moment of opportunity, a sweet intersection of character and risk. It was a moment that you or I would probably not have noticed. If youve built one successful steel plant  and lets face it, most of us havent  then the temptation would surely be to do the same again, and then again, and then maybe again. If Mittal had been in the business of talking to life coaches that presumably would have been the life-plan hed have evolved. Mittal couldve looked forward to a prospect of extraordinary success. Hed create and operate multiple plants as well as being the first Indian ever to have manufactured steel overseas. Hed be a hero.

However, Mittal didnt want it. As he saw it, building steel plants from scratch was slow. Why build them, when you could buy them? The trouble was, in the world of steel, Mittal was still a very small player. His funds were meagre. He had no government or major institution backing him. He had no technological edge, no breakthrough invention, no special access to raw materials. But if youve already done the impossible once, youre not that daunted by the idea of doing it again.

In the West Indies, the state-owned Iron and Steel Co. of Trinidad and Tobago (ISCOTT) was going bust and Mittal reckoned he could fix it. He promised the government that he would turn losses of $10 million a month into profits of the same amount. There was only one condition: if he did as he promised, then hed win the right to buy the company.

The government agreed. Mittal fired the team of sixty German managers who had been running the plant, and brought in sixty Indians instead, thereby cutting the wage bill by almost $20 million a year. He slashed other costs and ramped up production. In just four years, by 1993, production had more than doubled and Mittal bought the company.

Which was his second, not first, major purchase, because in 1991 Mittal had gone to see a government-owned steel plant in Mexico. A plant running at 25 per cent capacity and losing $1 million a day. A year later, in 1992, he bought it.

In 1994, he bought Canadas Sidbec-Dosco.

In 1995, he gobbled up Hamburger Stahlwerke and created a shipping company to handle the groups increasingly global transport logistics.

In the same year, he also bought the Karmet Steel Mill in Temirtau (Iron Mountain), Kazakhstan. This was a massive plant, one of the worlds biggest. Built by forced labour and prisoners of war in the evil old days of the Soviet Union, the plant was on an almost inconceivable scale. It boasted 1.5 billion tonnes of coal in its own reserves, 1.7 billion tonnes of its own iron ore and its own 435 megawatt power station. It was also, needless to say, a financial basketcase in a country whose economy faced massive issues of its own.

Its hard to overstate how extraordinary all this is. The speed of it. The total lack of concern for geographical or political boundary. The confidence of it: the willingness to take on a Mexican business that was losing a million dollars a day. The willingness to acquire a huge, crumbling, loss-making empire in Kazakhstan, certain that the thing is fixable and that youre the right person to fix it.

In this welter of extraordinaries, a few particular points are worth picking out.

First, the extraordinarily successful execution. The Kazakh plant in particular constituted an utterly unprecedented scale of industrial challenge. Take, for example, what is usually a fairly routine aspect of a companys business: paying the workers. When Mittal bought the plant, he had promised to pay salary arrears in full, averaging about six months pay per worker. No problem. The funds were there to do it. But few of the workers had bank accounts, so they needed to be paid in cash. No problem. Mittal started to convert hard currency into local cashuntil he got a call from the Central Bank. Whoops, sorry, Lakshmi, but if you bring that much hard currency into the country all at once, were going to have an inflationary problem on our hands. Would you mind stopping, please? So Mittal obliged. He continued to bring in hard currency, albeit in much smaller amounts, but meantime hired a plane to fly in suitcases of cash from the capital city Almaty.

Or take power. Not power for the plant, but for the town itself. Its probably fair to say that there arent so many enterprises in the West where CEOs need to worry about how their workers are going to keep their homes warm through winter. But up in Temirtau, the temperature can fall to 40C and the power company, like most things in Kazakhstan, was falling apart. So Mittal bought the power company too, and fixed it. And the local tram services. And the railway. And the TV station. And a few mines while he was at it.

This was Mittal. He didnt simply solve these problems; he solved them in extraordinary fashion. Within a year, this appalling, decaying business was profitable again. Along the way, steel production had doubled. The Kazakh plant now produced in a month what Mittals first steel mill would have taken ten years to produce at its first years rate of output.

Given the sheer scale of the problems, it was extraordinary that Mittal managed it at all  but remember that he did it while also owning, managing and turning around steel companies all across the globe, and did it with an extremely young and self-created organization.

Secondly, Mittal was an outsider. He came from the wrong place. When you read, for example, about Mark Zuckerbergs amazing success in creating Facebook, you cant help but feel that his success has been amazing, but also a little predictable. Social networking was clearly going to take off at some point. It was always more likely to take off in America than anywhere. Mark Zuckerberg was a Harvard student who had been programming computers since he was at middle school. Facebook itself started purely as a Harvard thing, and spread from there.

Please dont misunderstand my point. Im not knocking the guy. There were loads of other equally privileged, equally well-educated students at Harvard and elsewhere who did not do what Zuckerberg did. But Mittal grew up without electricity. Without running water. With rope beds and twenty in a house. In a country whose economy was not only backward, but self-isolating from the global mainstream. If, in 1950, you were asked to pick the future king of steel, youd never have come close to picking Mittal. He was in the wrong continent, the wrong country, the wrong part of the wrong country. All he really had going for him was an able and ambitious family that would educate him superbly and (in due course and through their own entrepreneurial efforts) supply the funds to get him going.

To take the point a step further, consider how many other companies could have done what Mittal did. British Steel was a badly run state-owned firm when Thatcher privatized it. The company soon became efficient, profitable and with funds to invest. In 1989, as Mittal was wondering what to do next, British Steel might just as well have been asking itself the same thing. Or the big German producers. Or those in France, Spain, or Italy. Or those in America or Japan or Australia. The list of companies better placed  financially, managerially, technologically, politically  to succeed to pre-eminence was a long and formidable one. And none of them did.

Thirdly, Mittal retained ownership. A slightly more complex point this, but a crucial one. In theory, its not all that hard to grow fast and aggressively. You go to the stock market or private investors. You raise money. You acquire assets. You grow bigger and you raise more money. You keep going. Needless to say, its not quite so simple  you need a track record strong enough to persuade investors to trust you with their money  but its still a much, much easier route to success than funding your growth very largely from your own pocket, as Mittal did.

Whats more, steel is a business which involves a lot of stuff. Iron mines. Coal mines. Transport. Blast furnaces. Rolling mills. Mini-mills. Power plants. TV stations and railway lines. Tangible kit with a tangible price tag. The reason why most of the billionaires that youre familiar with are involved in software (Bill Gates, Larry Page, Sergey Brin, Larry Ellison, and Mark Zuckerberg, for starters) is a simple one. If youve got a decent computer program, you have most of what you need to succeed. There is not a huge list of physical assets that need to be bought out of cashflow. Steel is the precise reverse of that. There, the assets are everything  and managing to fund an extraordinary amount of growth from cashflow is all the more remarkable as a consequence.

If youre not yet persuaded, then wait till youve heard the end of the story.

Mittal went on buying. He tried to buy a Venezualan producer, but somebody was bugging his phones and the deal went elsewhere. He compensated by buying an iconic Chicago-based steelmaker, Inland Steel.

It was the wrong time. His company was by now loaded with debt. The Asian currency crisis and the post-millennial dot.com slowdown caused a slump in steel prices. The (fairly small) portion of Mittal company shares which were freely traded on the stock market slumped from their opening price of $28.50 per share to less than $2. To the outside world, this looked like a crisis. To an entrepreneur, it was a moment of risk.

For the Mittals  Lakshmi had now been joined at the family firm by his son, Aditya  the first years of the Noughties were the best possible ones. A global slump in the price of steel meant that there was also a global slump in the price of steel mills. Mittal acquired plants in Algeria, Poland, Romania, Macedonia, the Czech Republic, South Africa and France. The economics of these purchases was alluring. Because of the huge fixed costs involved in steel production, there is probably no industry more prone to huge cycles of boom and bust.* That means that the assets you pick up for a song in times of dearth stand to make huge amounts of money in times of plenty. And the Mittals were the only players willing to stack all their chips on red, and wait for the turn of the wheel.

Eventually, the buying spree reached its natural end. In 2006, Lakshmi Mittal made a formal offer for Arcelor SA, the worlds largest steelmaker by revenue. The company could boast world-class technology, a century of steelmaking experience, and had achieved its success in the heart of Europe, one of the worlds most sophisticated steel markets. (The company was headquartered in Luxembourg, but had recently been formed from a merger involving French and Spanish steel companies as well.)

The bid was one of the most keenly contested in financial history. On the Arcelor side, there was a tangible sense of who do these people think they are? This wasnt the way the world order was meant to work. European flagship companies werent simply sitting in a shop window, waiting to snapped up by the first emerging market billionaire to take a fancy to them. There was no evidence of racism, as such, in Arcelors outraged defence, but  well  there was outrage. Arcelor had the history. It had the technology. It was the industrys biggest name. It was European. Indeed, it was practically French! And the company was about to vanish because it had been out-thought and out-manouevred by the nobody-from-nowhere, Lakshmi Mittal.

Mittal won. The resultant company  ArcelorMittal  is the worlds largest steelmaker by any ranking at all. The industry that gave birth to the Industrial Revolution itself had finally been consolidated by a kid from Rajasthan, whose family continues to own slightly more than two-fifths of the resultant behemoth.

This story is astonishing and little known. When the British press talk about Mittal, it is largely in the context of his very large fortune, which has been as high as some $26 billion (and is, of course, down again in the midst of the current slump).

But who cares? Counting Mittals money misses the point almost as comprehensively as it would be to obsess over Napoleons medals or to count Einsteins honorary doctorates. Those things  the money, the medals, the doctorates  come with the territory but they are, ultimately, inconsequential.

What matters for the purposes of our investigation into the heart of the capitalist Big Bang itself is what Mittals story exemplifies to a quite exceptional degree.* And the most striking thing about it is precisely its Napoleonic quality. Its speed. Its surprise. Its boldness and decisiveness. Few entrepreneurs have this quality to the degree that Mittal has it, but they all have it. You cant create a business of any scale without it. If an appetite for risk is the fuse that ignites the entrepreneurial bang, its the Napoleonic appetite for conquest that propels it forward.

This might, in fact, be a good point to remind you of the millionaire mindset challenge with which I started the chapter. I left you with a drill bit stuck 1,500 feet down a drilling well and an oil crew hanging around with no oil to pump because they cant get the drill bit out. You want to get restarted as soon as possible and you wont make money until you do. Gettys answer, the billionaires answer, requires Napoleonic thinking. Decision, speed, surprise  and force.

Getty wasnt an oilrigger, he wasnt a mechanic and he wasnt an inventor. But he liked to get things done. So he commissioned a monumental mason  the sort of guy who normally carves tombstones for graveyards  to make him a granite spike. Six feet high, as wide as the drilling shaft, and pointed. Once he had his spike, he transported it over to the hole and dropped it in. Getty didnt know what would happen when a six-foot granite spike fell 1,500 feet onto a jammed drill bit, but he knew that something would. And it did. The spike smashed the drill bit. The riggers got drilling again without delay. The device was known as a Paul Getty Special and it became widely used in the oilfields of the day. In the unlikely event that the entrepreneurs of the world come to form a trade union, then Id suggest that they adopt the Paul Getty Special as their emblem. It might not be subtle, but by God you know when it hits.

And one last thing. A thing that lies at the heart of this book.

Its all very well to call attention to the Napoleonic drive and will of entrepreneurs, but the comparison suffers in one enormous respect. Napoleons wars devastated a continent. They put back the industrialization of continental Europe by as much as fifty years. They left a legacy of illegimate rulers, aggrieved populations, and entire armies of the dead. Back then, Napoleonic drive had Napoleonic consequences.

These days, the reverse is true. Entrepreneurs are creators. They turn the unproductive into the highly productive. They take advanced technologies and make them available all over the globe.

Needless to say, you cant do these things and make everyone happy. Mittals career has had its share of controversy. When he bought into Kazakhstan, he worked with some intermediaries of doubtful rectitude. When he buys up steel plants, redundancies often follow. In his coal mines and iron mines, there have been accidents which have cost miners their lives.

Call me heartless, if you wish, but my response to this kind of carping is more baffled than anything else. What on earth do you expect? You cant buy the biggest industrial enterprise in Kazakhstan and not work with people who know the territory, and the business ethics of those people is bound not to be the same as youd expect in London or New York. Likewise you cant restore an ailing plant to health and not address its cost structure. In almost every case, that will involve redundancies. You cant operate mines in Kazakhstan and not expect accidents that would be inconceivable in more developed countries. Kazakhstan is not Sweden. It is a place where even paying your workers constitutes a challenge, a place where you need to buy, mend, and operate a power plant if your workers are to enjoy any heating.

This isnt to clear Mittal of these charges altogether. Its possible  I just wouldnt know  that Mittal should have put more effort into mine safety earlier and more extensively than he did. Im quite certain that no one has ever built a global business on Mittals scale and done it without any errors or regrets along the way. Yet to focus unduly on any errors is to miss the point. Mittal did what no one else was prepared to do. He was prepared to buy one of the least attractive assets in one of the least commercially attractive countries in the world, and make a go of it. He took a bad thing and made it good. He did it in Kazakhstan, in Mexico, in the West Indies, and countless other places besides.

What Mittal did in these places represents the very essence of capitalist energy. Its the energy that took the world of 1770  poor, backward, illiterate, hungry, unproductive  and turned it into the world of today. Its the energy that turns a rice field into a steel mill, a broken enterprise into a thriving one. Its the energy that lies at the heart of every good thing about capitalism.

But the energy itself is an amoral one. It can be used for good; it can be used for ill. And the next chapter takes us into some morally ambiguous territory indeed, for its time to consider the art of selling.
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