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    Book Abstract


    MAIN IDEA


    Growing a business from nothing to a billion-dollars in valuation is an impressive achievement. So too is any individual who amasses more than a billion-dollars in personal wealth. The fact is there are around 800 self-made billionaires in the world today and since 1987, their net worth’s have been growing three times faster than the world economy.


    So what are they doing right? In a nutshell, self-made billionaires look at the world differently. They are producers rather than performers.
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    The majority of business executives tend to be performers – hugely talented people who excel at optimizing existing processes and products. They win all the awards, get accolades and then usually promote other performers to succeed them.


    Self-made billionaires, by contrast, are almost always producers. They have the innate ability to envision something new, to bring together the resources needed to make it happen and then to sell it to customers who didn't even know they wanted it before they saw it.


    Producers think differently from performers and have five distinctive habits of mind:


    
      	Ideas: Empathetic imagination


      	Time: Patient urgency


      	Action: Inventive execution


      	Risk: Relative, not absolute


      	Leadership: Team with performers

    


    The key to harnessing the self-made billionaire effect is to think and act like a producer, not a performer.
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    JOHN SVIOKLA is head of Global Thought Leadership at PricewaterhouseCoopers (PwC). He consults with a wide range of clients about innovation, strategy and leadership. He was previously vice chairman and chief innovation officer of Diamond Management & Technology Consultants and taught at Harvard Business School for twelve years. He is also a frequent keynote speaker at executive forums and has been published extensively. He is a graduate of Harvard College and Harvard University.


    MITCH COHEN is a vice chairman at PwC. He has worked for the firm for more than 33 years including 22 years as a partner. He has consulted with Fortune 500 telecom and technology clients and served on PwC's Global Leadership Team. He is a graduate of Penn State University.


    The Web site for this book is at www.pwc.com/billionaire.


    Important Note About This Ebook


    This is a summary and not a critique or a review of the book. It does not offer judgment or opinion on the content of the book. This summary may not be organized chapter-wise but is an overview of the main ideas, view points and arguments from the book as a whole. This means that the organization of this summary is not a representation of the book.


    Summary of The Self-Made Billionaire Effect (John Sviokla and Mitch Cohen)


    1. Ideas


    Producers: Empathetic imagination VS. Performers: Adjacent optimization


    Producers understand customers needs and use that to envision new offerings and business models which will address those needs. Performers emphasize making incremental improvements and expanding current offerings, business models and markets.


    If you look at the story of almost every self-made billionaire, the same pattern emerges over and over:


    Awareness > Empathy > Imagination > Knowledge


    
      	Self-made billionaires typically work in a field or an industry for so long they become aware of the emerging trends which are just starting to take effect.


      	He or she sees an unserved customer need thanks to deep empathy felt for customers.


      	The producer then uses imagination and domain knowledge to come up with a product or service idea which has broad appeal.


      	Paradoxically, many producers work for many years as a performer in that field before he or she knows enough to come up with a genuine breakthrough. Empathetic imagination comes from hands-on experience in the field.

        "There is a market on the brink of change: an untapped, unrecognized need about to be unleashed: and a Producer with deep empathy about the needs of the customer coupled with the imagination to convert that empathetic insight into a great business idea with broad market potential. The dual power of empathetic insight and imagination is the Producer's formula for conceiving the blockbuster idea."


        – John Sviokla and Mitch Cohen

      

    


    A great example of empathetic imagination in action is Chip Wilson, founder of Lululemon. Although he was born in California, he grew up in Vancouver, Canada where his dad was a phys-ed teacher and his mom was a sewing hobbyist. On his annual holiday visits to his grandparents in California, Chip noticed the surfing craze was just taking off. Being a big guy himself, he hated the tight surfing shorts then in vogue and decided to make a longer, baggier and looser short for himself and his friends to use.


    Nobody had ever made surfing shorts that way and Chip Wilson invested $10,000 in setting up his own store, Westbeach Surf. Eventually, he would sell more than a million surfing shorts under his own brand name in America, Europe and Japan. He sold Westbeach in 1997 and was looking for something else to do when Chip noticed yoga was experiencing the same growth.


    In 1998, Chip Wilson launched Lululemon as a retailer to sell yoga clothing that was chic – something nobody else had ever really tried. Eventually, Lululemon would exceed $1 billion in sales largely on the strength of its stylish and comfortable yoga workout pants which featured an industry-first flat seam. Lululemon's success was a natural offshoot of Chip Wilson's experience, customer empathy and imagination.


    "True Producers don't shut down an idea just because it is outrageous or improbable or hard to execute. They are capable of full imaginative ideation, developed over a lifetime of honing expertise, cultivating curiosity, and empathizing with the customer. As a result, they are able to escape automatic modes of thinking and have insights capable of creating explosive value."


    – John Sviokla and Mitch Cohen


    Interestingly, most self-made billionaires build their successes in industries and marketplaces which are hotly contested rather than greenfield. Very few billionaires get there on the basis of new technology. Most reinvent existing products for established markets.


    They build their blockbusters on the strength of their customer insights rather than on access to superior technology. Their deep knowledge of the status quo is an advantage, not a disadvantage.


    So what can you do to act more like a self-made billionaire?


    
      	Practice more empathy – make it a habit to put yourself into the shoes of your current customers, the potential customers you'd like to serve, your suppliers, your investors, etc. Get good at seeing what they see and understand the nuances involved.


      	Look for insights into what's going to be big in the future – which is usually reasonably obvious. Try and anticipate what customers are going to want in the future based on what's changing today.


      	Get into the habit of serving your customers – rather than serving your professional competency. Stay alert for the opportunities of tomorrow which are starting to take shape today. You want to build your business around your customer's present and future needs rather than a narrow conception of what you presently do.


      	Have a bias for action – try things and see how they go. If that results in small failures along the way, treat them like the learning exercises they are. Don't just generate good ideas, act on them.


      	Give everyone permission to practice empathetic imagination – this will increase your odds of discovering something great.


      	Create more opportunities for your people to get out of the office and interact with real live customers – as this will give everyone valuable firsthand experience. Get everyone to experience what it's like to be a customer of your business. This will uncover irritations and corporate policies which get in the way of excellence.


      	Allow your employees to own their ideas – that is, if they find a way to do their job better and deliver more value to the customer, give them the ability and authority to act. Let them find out for themselves what works and what doesn't.


      	Embrace curiosity – create opportunities for people at all levels in your organization to learn about new stuff. Get experienced people to look into fields which are not connected with what they now do.


      	Create opportunities for potential producers to test their big ideas – with real live customers. Let them engage with the marketplace and see what results. Letting up-and-comers test their ideas in the flesh is both highly motivational and an incredible learning experience for them.


      	Integrate thinking and doing – or in other words create strong cross-functional teams to try out new ideas. Make sure each team has adequate product development people, designers, strategists, marketers, manufacturing gurus and finance and supply chain specialists to make a decent go of new ideas.


      	Read more and encourage everyone else to read more – because reading is the most popular way for billionaires to get new ideas and inspiration. It's not at all unusual for self-made billionaires to be reading multiple newspapers and magazines daily. They use all that reading as fuel for breakthrough ideas.

    


    Successful producers are divergent thinkers – they can imagine new ideas and evaluate how the idea can be improved and enhanced at the same time. Most business leaders prefer instead to look for incremental improvements whereas producers are on the lookout for breakthroughs.


    "True Producers don’t shut down an idea just because it is outrageous or improbable or hard to execute. They are capable of full imaginative ideation, developed over a lifetime of honing expertise, cultivating curiosity, and empathizing with the customer."


    – John Sviokla and Mitch Cohen


    "Inspiration exists, but it has to find us working."


    – Pablo Picasso


    Producers


    Empathetic imagination - Get busy understanding the customer's future needs and envisioning new products and business models


    Performers


    Adjacent optimization - Emphasize incremental improvements and gradual expansion of current offerings into adjacent markets


    2. Time


    Producers: Patient urgency VS. Performers: Near-term perspective


    Producers prepare constantly so when the right opportunity arises, they can pounce on it immediately. Performers tend to focus on exploiting existing opportunities within well-defined time frames like the next quarter or the next year.


    Skilled producers are incredibly patient. They understand intuitively creating a billion-dollar product or service is not the work of a moment and therefore they wait for the right idea at just the right time. They typically spend years or decades working in an industry before they get a breakthrough idea. Producers are in it for the long haul. That contrasts markedly with performers who obsesses over their numbers for the next quarter or the next year at most.


    Producers are patient while they wait for the right market conditions to evolve but they then match that patience with urgent action when the time is right. When they judge the market to be ripe, they get the product into the hands of customers quickly and look for immediate feedback so they can iterate or pivot as needed. In this way, producers marry patience and urgency together in an effective way.


    A good example of this habit in action was Steve Case, founder of America Online (AOL). In the late 1970s, most people were talking about ways to make TVs become interactive but Case thought it was more likely personal computers would be used that way once they were connected over a network. He decided he would sharpen up his skills while he was waiting for the network to arrive and got a job with Procter & Gamble and then at PepsiCo.


    Finally, in 1985, Steve Case decided to launch AOL as a network service provider. He worked for several years encouraging PC manufacturers to integrate modems into their machines and negotiating with network service providers to try and mold AOL into something viable.


    Steve Case became CEO of America Online in 1991 and got to work positioning AOL as America's first national Internet service. That took another five years to achieve and during that time Case was working quietly in the background to build infrastructure and relationships.


    "For the better part of a decade after we started AOL it was a struggle. I used to say AOL was an overnight success ten years in the making. By the mid-to-late nineties, when the Internet came into focus, new people were joining AOL in large numbers, and the brand was on the cover of a magazine, it looked like AOL just kind of popped out of nowhere and it was an instant success. But we’d been at it for nearly a decade trying to fine-tune and get the computers to include a communications modem installed instead of viewing it as a peripheral, and get the network costs down so we could charge less for our service, and get the software better so it was friendly or more engaging for a mainstream market, and get the content more interesting. There were a lot of building blocks."


    – Steve Case


    Producers generally use time waiting for the market to evolve and for the building blocks to come together productively. It's intensive preparation time rather than idle time. They become more experienced, more knowledgeable and better connected while they wait for the right moment to capitalize on their ideas. They are then well positioned to make fast decisions and act urgently when the opportunity arises.


    Time pressure is a serious issue with almost every enterprise that exists today. All businesses are under pressure to deliver immediate results. It has become normal for people at all levels of the business to become overwhelmed with too many tasks which need to be completed in too little time. The problem with that is time pressure can suppress the imagination which is required to come up with a fresh blockbuster idea.


    Innovation-oriented companies understand this dynamic and some give their employees permission to take a set percentage of their time (often 20%) to explore new ideas. That's certainly helpful but the problem is there is often pressure for measurable results to eventually emerge from that "free time." That kind of pressure pretty much guarantees professional managers won't come up with breakthrough ideas.


    "Understanding the relationship between time and creativity gave us insight into a tendency that we observed firsthand in the billionaires we met. They were focused, attentive, and entirely present as we spoke. They appear far less busy than most executives, and we suspect that isn’t an accident of seniority. They intentionally guard their time, doing away with extras, distractions, and nonessential activities so that they are able to support their most vital work. By guarding their time preciously billionaires are able to constantly cultivate and grow their innate curiosity. It gives them the time to read or converse widely on the subjects that let them make remote connections."


    – John Sviokla and Mitch Cohen


    Simply put, performers are forced to live in the "right now" whereas producers are focusing more on the future. The actions of producers are progressive and they don't go off track planning for the future before they have capitalized fully on the present.
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    Producers act with patient urgency primarily because that have a belief in and passion for the ideas they are pursuing. They dedicate their time and mental energy only to ideas which have the potential to generate massive value. Their intent is to build something real which scales. Once they have their idea, producers then balance utmost urgency with extreme patience.


    “It gets more challenging as we get bigger because we understandably have policies and processes around doing things. It’s important to have the necessary reviews in place, but you want to be sure it doesn’t prevent you from being nimble. We try not to let the process define us. The process is not the product. We focus on execution to get things done. You have to have some process, but you can’t get so wrapped up in it that you move too slowly. Individually all those processes sound logical but cumulatively they could be the death knell for great products.”


    – Joe Mansueto, founder, Morningstar


    So what can you be doing to get your people to be acting more like producers rather than mere performers? Some suggestions:


    
      	Move everyone's time frame beyond the next quarter – and recalibrate your in-house expectations. Make it clear new initiatives which won't payoff for two to five years are welcome. Producers intuitively know the right ideas are worth waiting for.


      	Take a leaf from producers and find ways to use wait time productively – to upskill your people, to develop hands-on experience and expertise, to gain knowledge of markets, partners, resources, etc.


      	Figure out what time frame will make the most sense for specific projects – and then make sure everyone is working with patient urgency to bring everything together.


      	Create sizable and regular "think time" blocks – where people can work on whatever they're passionate about. Don't track what come from these blocks because that will be unhelpful.


      	Challenge employees to be watching for interesting trends or popular activities – and see what comes of what may look inconsequential at first. Get your best trend spotters to think about high-potential ideas if those trends play out in the way that looks likely.


      	Find ways to communicate your corporate goals in multiple time frames – what's important today and what's likely to be even more important in the future. Give people permission to consider ongoing changes as they look at any new opportunities.


      	Encourage everyone to have a bias for action – to move quickly from concept to prototype to something pilot customers are road testing. Get what you're working on into the hands of potential customers and improve based on what they suggest. Replace target groups and internal analysis with real market experience and customer feedback.


      	Explore ways and means your organization can hitch a ride on emerging trends – even if those trends are not aligned with what you presently do. Try and get hands-on experience in what may be highly valued in the future early on.


      	Try and identify the producers in your organization – and give them space to develop their ideas.


      	
        Find organizations with different skillsets that you can partner with – so you have a front-row seat to the trends of the future.

        “I could not have seen thirty years ago what Morningstar looks like today, and even today I can’t see thirty years from now. I can see a year or two ahead. I have some idea of things that we should consider longer-term. But it’s very much one foot ahead of the other. It’s like running a marathon—you don’t think ‘I’ve got twenty two miles to go.’ But rather, ‘I’m at mile two, and I want to get to mile three.’ It’s that kind of mind-set. But I always thought if we compound at a good growth rate, we’d be big soon enough. I always thought we had a good future. But I couldn’t articulate exactly what that would look like in five, ten, or fifteen years. I knew we were doing things that were valuable to people. We’ll continue to stay focused and build on that philosophy.”


        – Joe Mansueto, founder, Morningstar


        “We have been more successful than most, not because of our investing capability, but because we are good at getting in there and saying we are setting some objective criteria, and if we don’t meet these milestones we have to pivot and go in a different direction. And it is really hard because when you miss the milestone no one wants to pivot. Everyone is in denial believing you are going to get the next version out and it will all be better.”


        – Eric Lefkofsky, co-founder, Groupon

      

    


    Producers


    Patient urgency - Willing to prepare in the background while waiting and then pounce comprehensively when the time is right


    Performers


    Near-term perspective - The business is managed so as to maximize revenue from existing opportunities and short time frames


    3. Action


    Producers: Inventive execution VS. Performers: Predefined execution


    Producers exhaustively commit to designing and then redesigning every aspect of bringing a new product to market at scale so as to unlock the greatest value. Performers use more conventional models for designing and then bringing new products to market with efficiency and effectiveness.


    When Sudanese native Mo Ibrahim set out to create the African telecommunications company which became Celtel, he realized right at the outset the conventional subscription pricing model wouldn't work there. Subscriptions really are designed for people with reliable salaries whereas in most of the countries of sub-Saharan Africa, poverty is common and incomes are "spiky" at best.


    The traditional telecom companies saw this as a barrier but Ibrahim saw a design opportunity. He negotiated to acquire licenses in a number of countries and recruited the World Bank as a funding partner so


    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    
      	Take an integrative approach – let your best deal makers have influence over the design of your products, your pricing structures and your business models. Producers are at their best when they can think and do. Give them opportunities to apply both skills and they just might stun you with what they come up with.


      	Embrace pilot programs with enthusiasm – let your producers get out into the marketplace with some prototypes and engage directly with customers. This will allow producers to practice hands-on inventive execution which is where they excel. See if their pilot programs allow you to enter a completely new and bigger market in a way you'd never thought of.


      	Recruit with an eye on execution – bring onboard those individuals who have been involved in the design of new and inventive products for mass markets. Almost all producers are great at selling their ideas so salesmanship will be a good early indicator of their natural strengths.


      	Celebrate your successes – so you send the signal you want more. If someone manages to do something impressive by virtue of inventive execution, broadcast it and make it part of your company lore. That will encourage other producers in waiting to step up to the plate.

    


    

    

    

    

    

    Producers: Relative, not absolute VS. Performers: Conventional view of risk


    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    
      	Give people permission to take risks – let them start a new line of business or move to a new location and set up an office from scratch. Or send them off to explore an emerging field. Producers of the future will thrive on the challenge and won't feel it is risky at all.


      	Challenge your talent – give your producers of the future projects or roles which clearly stretch their skills. Challenge them to grow into the role and to succeed. Everyone feels their tolerance for risk rises when they are placed into challenging roles.


      	Build tolerance for risk into your culture – make sure everyone can weigh the pros and the cons of situations for themselves. The more conversations you have about the material nature of risks the less this topic will be feared.


      	Question your assumptions about risk – ask why do we think the way we do? Understand that the more consensus there is for a plan of action, the more likely it will be you're pursuing something with only incremental value. Breakthrough ideas will always be met with internal resistance. Figure out whether you're willing to pursue game changers that make people nervous.


      	Get people to think about "what if" – that is, what if we try something new and come up with something great? What if the impossible comes about? What if we succeed? Get people thinking about possibilities, not their fears.


      	Recruit producers – people who show capacity for empathetic imagination, patient urgency, inventive execution and have a relative view of risk. Hire and promote people who think that way and let them seed everyone else's worldview.


      	
        Encourage everyone to adopt a learning mentality towards failure – to view it as the very best way to road test what works and what does not. Consider running seminars where people can openly talk about their failures and what was learned. Focus on what was gained irrespective of the outcome.

        

        
      

    


    

    

    

    

    

    Producers: Team with performers VS. Performers: Individual brilliance


    

    

    

    

    

    

    

    

    

    
      	Identify employees whose skills seem complementary – and create some ways to bring them together on new projects. Watch out for the right chemistry and encourage it.


      	Elevate your producers – place them into senior positions and let them come up with imaginative solutions. Put producers in charge of big new initiatives and take note of who they feel comfortable using to make the right things happen.


      	Consciously pair your best performers with rising producers – and see how the chemistry evolves. If you find something that is working, scale them up.


      	Make some "catalyst hires" – recruit some producers and let them get to work creating massive value.


      	Remove the roadblocks – make it possible for producer-performer partnerships to move up to the next level of execution. Give them opportunities to show and grow together in the future.


      	Pursue cultural change – especially if you have a history of rewarding performers rather than producers. Celebrate the successes of producers and enshrine them into corporate lore. Make it clear partnerships where producers team up with performers are welcome.


      	Build your resource pool of producers – through organic growth from within, catalyst hires, production partnerships and through mergers and acquisitions. Make sure your organization is in fact producer friendly and great talent has the right opportunity to shine. Performers only recruit other performers so you will probably need to hire diverse people who bring in new producer skills. Make it easy for them to team up with insiders who will smooth their path.


      	Become very thoughtful about who has the power to say no to emerging producers – because most of their ideas will initially be viewed as "deviant." Leaders have to wrap legitimacy around the nontraditional activities of producers or they will be forced to go elsewhere to create extreme value. Do everything feasible to place producers in high positions within your organization.


      	Embrace new ideas – and remove the shame when you try something new and it doesn't pan out. For producers, failure is an inevitable hurdle when you're creating extreme value. Don't punish those who pursue radical new ideas and come up short. Stay focused on moving forward, not getting sidetracked.
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