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Do You Have What It Takes to Be an Entrepreneur?

If you are gritty and smart enough, then the answer is an unequivocal yes

"A CEO needs great intelligence and great courage. And I always found my courage was tested more."

Ben Horowitz, cofounder at the venture capital firm Andreessen Horowitz

Grace Freedman*

Tim Ludwig?
A. J. Wasserstein?

Many MBA students harbor the desire to be an entrepreneur after graduation. According to
Columbia University Professor Tomas Chamorro-Premuzic, fifteen years ago MBA students
sought jobs at prestigious companies like IBM, Goldman Sachs, and Unilever. He then witnessed
a migration to technology firms like Amazon, Google, and Facebook. But today, MBA students
want to eschew the corporate world entirely - they want to be entrepreneurs starting and
acquiring businesses to lead and operate rather than work for someone else. A full 19 percent of
graduates from Boston-based Babson College launch their own ventures, and 16 percent of
Stanford's MBA students pursue an entrepreneurial venture.*

These entrepreneurship-seeking students conjure up images of fast-paced business building, the
adrenaline rush of creating something, and enjoying newfound riches. We truly understand the
desire to be an entrepreneur. It is a wonderful journey that is exhilarating, fun, extraordinarily
challenging in a good way, and can result in financial independence. The data cited above reflect
students who actually take the leap into an entrepreneurial project, but they do not capture all of
the students who want to be entrepreneurs but for some reason do not take the first step. A. J.
Wasserstein teaches four entrepreneurial-centric classes at the Yale School of Management. In
each course he uses a pre-class survey to query students on whether they want to be an
entrepreneur. Students consistently reply at rates greater than 95 percent that they want to be an
entrepreneur post-graduation.

There appears to be a gap between MBA students who want to be entrepreneurs and those who
actually becomne entrepreneurs. There are many reasons why MBA students might choose not to
pursue an entrepreneurial pathway after graduation. We often hear reasons like the burden of
student loans, the absence of a greatidea, and a lack of financial resources. While we acknowledge
that these encumbrances are real, we believe they are surmountable and should not hinder
students from becoming entrepreneurs if that is what they desire. And these are not the only
reasons we hear. Students consistently tell us that they are not sure they are ready to be an
entrepreneur and are not certain they have the right personal characteristics and traits to pursue
an entrepreneurial track. We understand these feelings. After all, we were once fledgling
entrepreneurs ourselves, filled with self-doubt and questions about whether we had the right
stuff to make it in that world.
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In this case note, we use Harvard Business School's Sarofim-Rock Baker Foundation Professor Howard
Stevenson's definition of an entrepreneur: someone who is pursuing an opportunity beyond the resources
controlled.® Specifically, we include three groups of entrepreneurs when considering what personal
characteristics make an entrepreneur successful: entrepreneurs who start businesses from scratch — what
most people think of when they hear the word entrepreneur; entrepreneurs who purchase a small business
to launch their entrepreneurial arc - entrepreneurship through acquisition or search funds; and finally,
entrepreneurial leaders (who are not founders but exist within a going concern) as depicted by Stanford
University Professor Joel Peterson in his book Entrepreneurial Leadership - leaders who launch new
initiatives, inspire others, and champion innovative approaches that create durable enterprises.
Furthermore, when considering what an entrepreneur is, our tent includes the traditional perception of an
entrepreneur (like founder and celebrity CEO Sara Blakely of Spanx fame and technology entrepreneurs
like Reid Hoffman, the founder of LinkedIn) as well as anonymous entrepreneurs that we usually never
read about or hear of that make up the backbone of the small and medium business economy (like Randy
Shayler, the CEO of Zeswitz Music, a Pennsylvania-based musical instrument rental concern, and Jenn
Braus, the CEO of Systems Design, a Poulsbo, Washington-based firm that provides invoice presentation
services for ambulance operators).

This case note will explore what personal characteristics, if any, are prerequisites to being an entrepreneur.
We differentiate personal characteristics from personal skills. For example, being a people person is a
characteristic, whereas being good at accounting is a skill. We believe that skills can be taught to some
degree of proficiency while characteristics are inherent in an individual's makeup. Of course, we all learn to
manage our personal characteristics — introverts do master people interaction skills, for example - but
characteristics are who we really are.

Our thesis is that there are relatively few personal characteristics that are must-haves to be an entrepreneur.
Furthermore, despite Silicon Valley's image of what an entrepreneur looks like and the ever-present media
attention that supports these images, entrepreneurs actually have a broad array of backgrounds and origins.
Most importantly, we want to give MBA students and all aspiring entrepreneurs the confidence that they
too can try to be an entrepreneur. We aim to demystify what it takes to be an entrepreneur.

Having been entrepreneurs ourselves, investing in approximately 100 entrepreneurs, and having discussed
this topic with scores of sitting entrepreneurs, we believe that for entrepreneurs to be successful, there are
two intrinsic and two extrinsic factors that must be present. The intrinsic factors represent personal
characteristics. See Figure 1 for our model.

Intrinsic factors:

* Being gritty: Successful entrepreneurs are very gritty. They are tenacious and have a high
degree of perseverance.

* Being smart enough: While successful entrepreneurs need to be smart enough to run a
complex, dynamic, and growing company, they do not need to be geniuses.

Extrinsic factors:

* Picking the right pond to play in: A large part of entrepreneurial success is being in the
right industry - one with desirable economic characteristics that tilt the probabilities of
success in the entrepreneur's favor.

* Being lucky: All successful entrepreneurs enjoy some degree of luck. Although it is hard to
quantify and measure, any successful entrepreneur has enjoyed some serendipity.
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Figure 1: Intrinsic and extrinsic success factors for entrepreneurs
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What Personal Characteristics are Necessary to Be a Successful Entrepreneur?

MBA students and others who desire to be entrepreneurs often question whether they have the right
personal characteristics. This might result in a lack of confidence when considering an entrepreneurial
journey. Students falsely believe that there is a specific profile that is required to be an entrepreneur. We
believe that entrepreneurs are a diverse group that possesses many different personal characteristics and
holds very few in common.

Students often think that becoming an entrepreneur is a mysterious process and one that is akin to joining
a secret club where an invitation is surreptitiously offered. This is not true. Entrepreneurs are tenaciously
hardworking, smart enough, and, most importantly, they have the initiative to take the first step in an
ambiguous odyssey. Entrepreneurs are not invited to consider launching or acquiring a venture. They do
not receive an email telling them they can be an entrepreneur. There is not a clandestine tap on the shoulder
or a whisper in the ear with an offer to be part of the entrepreneurial club.

Students often deify successful entrepreneurs. After all, successful entrepreneurs frequently visit MBA
programs and regale students with tales of heroic accomplishments and strategic brilliance that yield life-
changing economic rewards. What students fail to realize is that the seasoned entrepreneurs that stand
before them were once literally sitting in their seats — with the same lack of confidence and feelings of self-
doubt.

In popular media, the entrepreneur is portrayed as a brash, swashbuckling, brilliant, and gregarious
business mogul — Tesla CEO Elon Musk and WeWork founder Adam Neuman fit the profile - the sort of
individual whom we praise for their entrepreneurial excellence while concurrently putting them on an
unattainable pedestal. These glamorous entrepreneurial stories that circulate throughout the media lead us
to believe that these are the tried-and-true qualities of real-life successful entrepreneurs and that only those
individuals with this profile can be successful.

Are entrepreneurs required to have a certain set of characteristics in order to be successful? If so, there
appears to be no consensus on what these qualities are. An article in Forbes states risk-taking is the essential
trait,® while an examination in The New Yorker postulates it is not risk-seeking but rather self-confidence
that breeds success.” Harvard Business Review posits neither of those are required; instead, entrepreneurs
must simply have singular laser-like focus and tenacity.® Which is an aspiring entrepreneur to believe?
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In this case note we will explore what characteristics, if any, are necessary to become a successful
entrepreneur. We assert entrepreneurs have many different personal characteristics and backgrounds. They
do have a few common personal characteristics (which we will fully explore below), but the single concept
that separates entrepreneurs from non-entrepreneurs is the fact that they took the first scary step on an
uncertain journey. That is the sole difference.

We interviewed entrepreneurs and investors to discover what personal characteristics are most important
to be a successful entrepreneur. We heard many traits, including the following:

* The ability to tolerate risk

* Being able to live with ambiguity
* A high degree of curiosity

*  Good decision-making intuition
* High emotional intelligence

* Not being afraid of failure

* Natural leadership skills

* Internal locus of control

* High energy levels

=  Strong conviction

* High persuasive powers

= The ability to persevere (grit)

* Being super smart

* Being a people person

= Being an extrovert

* Being ethical

* Being naturally confident

* Having charisma

While we think many of these traits could be helpful for aspiring entrepreneurs (of course, being
charismatic and a genius cannot hurt), none of them is required to be a successful entrepreneur. We will not
refute each item on this list (it is beyond the scope of this case note), but we will selectively tackle a few to
illustrate that a limited number of characteristics are actually essential to attempt to be an entrepreneur.

Steve Jobs, the late founder of Apple, was regarded as a genius and was clearly a wildly successful
entrepreneur. While he had many of the personal characteristics enumerated above, he was not always a
people person displaying emotional intelligence. According to a 2011 article in Forbes magazine published
after Jobs' death, Jobs "regularly belittled people, swore at them, and pressured them until they reached
their breaking point. In the pursuit of greatness, he cast aside politeness and empathy. His verbal abuse
never stopped."®

In his book The Outsiders, author and investor Will Thorndike profiles eight entrepreneurs and
entrepreneurial leaders who generated outsized equity returns over sustained periods of time. Thorndike
examines the skills and strategies that drive this success, but he also explores the common personal
characteristics of these hyper-successful entrepreneurs. Thorndike describes the group as humble, lacking
charisma, not being self-promoters, and being highly analytical’® - hardly Hollywood's central casting
image for a successful entrepreneur. Furthermore, Jim Collins, the popular business commentator and
guru, exploring his concept of Level 5 Leadership, describes then Kimberly-Clark CEO Darwin Smith as
shy, unpretentious, awkward, and even eccentric.'' Despite these personal traits that do not conform to the
typical image of a successful entrepreneurial leader, Smith resuscitated flagging Kimberly-Clark and
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increased the stock price from $1.66 to $23.31'* for his shareholders over a twenty-year period as an
entrepreneurial CEO - an extraordinary accomplishment.

We will now explore the two intrinsic personal characteristics (being gritty and being smart enough) we
believe are necessary to be a successful entrepreneur. Additionally, we will examine the two extrinsic
dynamics (picking the right pond to play in and being lucky) we assert are needed.

Being gritty

For entrepreneurial success, there is no more important personal characteristic than grit. Grit trumps smarts
every time. Being an entrepreneur is a marathon, not a sprint. The journey is long and filled with twists and
turns, and nothing will serve an entrepreneur more in that marathon than being gritty. University of
Pennsylvania Professor Angela Duckworth, author of the book Grit, defines grit as the tendency to sustain
interest in and effort toward very long-term goals.'® We think of an entrepreneurial venture as pushing a
big boulder up a hill day after day for years. The entrepreneur is just trying to make a bit of progress each
day, a few more steps up the hill. It is not glamorous; it is hard, relentless work that requires perseverance,
resilience, and being able to stick to it in good times and bad. If an entrepreneur is pushing the boulder up
the hill every day, the key is not to stop seeing the long-term goal of getting to the top. That requires endless
grit, and the consequence of flagging and not being gritty enough is having the boulder roll back on the
entrepreneur.

According to Duckworth, grit is not talent, luck, or intense desire for a fleeting moment. Grit is passion and
perseverance for long-term goals. Grit is adhering to a goal even when the inevitable obstacles get in the way.
In her research, Duckworth discovered that the best predictor of success for cadets at West Point was having
a high degree of grit. This superseded intelligence and physical ability. While cadets at West Point are not
entrepreneurs, cadets and entrepreneurs are both pursuing extremely challenging, complex long-term
goals. As investors, educators, and entrepreneurs ourselves, we would always pick grit above every other
personal characteristic in an entrepreneur.

While Duckworth does not specifically explore the correlation between grit and entrepreneurial success,
other researchers do. In "Passion and grit: An exploration of the pathways leading to venture success,"
authors Brandon A. Mueller, Marcus T. Wolfe, and Imran Syed observe a positive correlation between
entrepreneurs who have high grit factors and company success.'* In "Perspiration and inspiration: Grit and
innovativeness as antecedents of entrepreneurial success,” a study of Austrian entrepreneurs, grit was
established as a key personality trait for success.'® Similar results correlating grit with entrepreneurial
success were found in "When grit leads to success: The role of individual entrepreneurial orientation."'®

We encourage students and entrepreneurs to assess their grit factor by taking Duckworth's grit test: 12-
Item Grit Scale.

Rush McCloy (The Wharton School of the University of Pennsylvania 2005) is a managing partner at
Phalkon Ventures and the former CEO of Eyewitness Surveillance, a rapidly-growing, national interactive
video monitoring, and surveillance provider. Eyewitness merged with Stealth Monitoring in early 2021 to
create the leading North American commercial solution provider across multiple end markets. Rush
commented,

Entrepreneurs have two undeniable truths in their journey. First, they are not great in all
disciplines required to run and grow the business, and second, they will face many
unfamiliar challenges without clear solutions. Those were front and center for me
throughout my journey, so the only way for me to figure out how to build and scale was to
pick short-term goals and use maniacal discipline to achieve them. Work really hard
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consistently over a long period of time, much like running an ultramarathon, and
momentum will build little by little. It sounds simple, but it will end up being a competitive
advantage.

Fran Hauser (Pace University 1990) is an author, keynote speaker, and investor. She is
passionate about helping women build successful businesses and fulfilling careers. Fran has
invested in more than 25 female-founded companies across consumer-packaged goods,

media and publishing, and wellness. Her writing, speaking and investing is informed by 15

years spent in media, where she rose through the ranks at Time Inc. to president of digital. She

is the best-selling author of The Myth of the Nice Girl: Achieving a Career You Love Without Becoming a

Person You Hate, which has been translated into six languages and was named "Best Business Book of the

Year, 2018" by Audible.

It's all about grit for me. When I am looking at entrepreneurs, I look for grit. There is
nothing I care about as much as the presence of grit. Being an investor and being an
entrepreneur is hard. There are no guarantees and no sure paths. But the one thing that
seems to increase the probability of success is an entrepreneur being gritty. When you
decide to be an entrepreneur, you are signing up for a long haul, and staying with it day
after day and year after year is a fundamental underpinning for success. The model might
change, and the strategy might change, and entrepreneurs will need to adapt - but the
presence of grit never changes. That remains and is a huge input in determining successful
outcomes. The idea is the easy part. Making it happen is the hard part - and that is all
about grit.

When I am assessing entrepreneurs, I want to see something in their life that shows me
extreme grit. Running a marathon race, working full time and going to college full time
concurrently, losing 100 pounds, teaching yourself Chinese or the oboe. I want to see
something that demonstrates the ability to sustain commitment toward a long-term goal -
because that is what being an entrepreneur is.

Being smart enough

Many aspiring entrepreneurs believe that successful entrepreneurs possess elite levels of intelligence. We
cannot help but smile to ourselves when students articulate this. Anecdotally, we know many, many
successful entrepreneurs and CEOs (including ourselves) who would never be mistaken for a genius. While
high intelligence is absolutely a positive enhancer for any entrepreneur, it is certainly not a prerequisite.
Gonzaga University Professors Mark Shrader and Todd Finkle conclude that student entrepreneurs had
significantly lower college entrance score exams but scored significantly higher on four measures of
creativity.'” When Chad Moutray was the chief economist of the Office of Advocacy of the Small Business
Administration, he found that students who got "mostly A's" in college are about 2 percent less likely than
other students to be working for themselves. That is, better students were less likely to become self-
employed (entrepreneurs).'®

We are certainly not arguing that being intelligent is a hindrance. We would rather be smarter

entrepreneurs than not. But having a genius-level IQ is an unnecessarily high bar. To be a successful
entrepreneur, someone merely needs to be smart enough. Leading and running a growing and dynamic
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business is certainly challenging, but it is not akin to building a rocket ship. It absolutely does require
cognitive abilities and skills to process large quantities of information and synthesize data, but being a
successful entrepreneur does not require extraordinary intelligence.

Furthermore, successful entrepreneurs have many forms of smarts, one of which is street smarts. While
intelligence quotient (IQ) measures raw intellectual ability, street smarts reflect learning and knowledge
accumulation from experiences outside the classroom. Street-smart entrepreneurs draw upon practical and
situational awareness. Furthermore, emotional intelligence has been proven to be more than twice as
important as cognitive intelligence for entrepreneurial success.'®

Aspiring entrepreneurs of typical intelligence are capable of embarking on an entrepreneurial journey -
being a genius is not a requirement. Hint: If you are reading this case note, you are smart enough to try to
be an entrepreneur. Keep in mind being an entrepreneur is more of an endurance test than an IQ test.

Ari Santiago is the founder and CEO of CompassMSP, a Hartford, Connecticut based managed services
provider of information technology services for businesses. With nine current locations and more than $45
million in annual revenue, the firm is growing rapidly through acquisitions and organic growth. Santiago
is also the host of Made in America with Ari Santiago, a probing podcast exploring all things manufacturing
in Connecticut. Santiago shared,

I started college at Tufts University but left school in my junior year. I did well enough at
school, but I just was not enjoying it. I wanted to start doing and building a business - and
I did. I come from an educated family of doctors, lawyers, and other professionals, so
dropping out of college was a big deal and a shock in my house. I do not have an MBA. I
read voraciously, I am a huge student of business and entrepreneurship, and I love talking
with other entrepreneurs and learning their stories and philosophies. I consider myself to
be a smart person, but I am not sure if my intelligence is superhuman. I have built a
fantastic business of which I am extraordinarily proud, and I think we have a lot more
runway to grow something even more special. But the majority of building a business is
mostly about common sense - it doesn’t take an MBA or college degree to thrive.

Karen Liesching (Tufts University 1985) is a founder and partner at Prides Crossing Capital, a
Boston-based private investment fund that provides debt capital to smaller middle-market
companies. Liesching has spent her 30-year career sourcing, structuring and monitoring debt

and equity investments in private companies, many of which are search fund companies.

I have evaluated hundreds and hundreds of entrepreneurs for investment opportunities.
Of course, I want to invest in and back entrepreneurs who are as smart as possible. Raw
intelligence definitely helps. But I truly believe all the successful entrepreneurs I have
invested in and witnessed are certainly smart enough even though they are not geniuses.
The entrepreneurs I back tend to have a high ability to get things done and push forward.
A big part of success comes from sheer resilience, having the energy to move forward, and
not letting the inevitable setbacks slow you down.

I have seen brilliant entrepreneurs fail, and I have seen not-so-smart entrepreneurs be
phenomenally successful.

If someone is thinking about being an entrepreneur, I would encourage them to think
about why they want to do it and how they will do it. Being an entrepreneur is a weird mix
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of very hard and not so hard. Running a business in some ways is extraordinarily
challenging and complex and includes managing hundreds of details. There are constant
demands and curveballs. However, in the same breath, it is not that difficult once you get
the model and formula down.

While the intrinsic factors we identify above are crucial to entrepreneurial success, extrinsic elements matter
too. We will now explore two key extrinsic aspects that contribute to entrepreneurial triumph.

Selecting the right pond to play in

A material part of entrepreneurial success is selecting the right pond to play in - what industry and business
to pursue. This is the second significant decision an aspiring entrepreneur will make after deciding to pursue
an entrepreneurial path. We cannot emphasize enough how important industry and business selection is
for an entrepreneur. This decision will significantly tilt the odds in the entrepreneur's favor if made wisely.

We encourage students to pursue industries and businesses with favorable and compelling economic
characteristics - the fundamental underpinnings that drive an industry's or business' profit engine. We
assert that there are certain foundational economic characteristics that make some industries and businesses
superior to others. Why an aspiring entrepreneur would select an inferior industry with less desirable
characteristics is incomprehensible to us. Some of the desirable features we seek in a business are recurring
revenues (preferably contractual), low growth and maintenance capital expenditures, a secular growth
trend, the ability to consistently raise prices, low technology risk, and high cash flow margins (for a
complete assessment of attractive business features, please see our case note On the Nature of Economic
Characteristics). While being in a business with positive economic features does not guarantee success, it
does increase the probability.

Many entrepreneurs pursue a business opportunity based on a personal passion or a perceived market need.
While we do not discourage entrepreneurs from embracing this approach, we do caution entrepreneurs
about pursuing something that does not have the attendant economic characteristics that increase the
probability of a successful outcome.

We like to be in industries with lots of winners. If everybody in a certain industry is thriving, the odds are
we will too - and if we are smart, hardworking, and gritty, we might just excel. We would rather be average
entrepreneurs in an exceptional industry than superlative entrepreneurs in an inferior industry. Being in a
wonderful industry is a tide that lifts all boats, and being in a lousy industry (even if an entrepreneur is the
best player) is a constant headwind that decreases the probability of success.

When we think about examples of fantastic industries, we recall cable television in the 1970s and 1980s,
document storage services in the 1990s and 2000s, insurance brokerage services in the 2010s, and more
recently, wealth advisory services. These industries produced many, many winners - mediocre
entrepreneurs and operators were handsomely rewarded for being in the right pond, and the smartest and
hardest-working entrepreneurs built lucrative empires.

Famed investor and business sage Warren Buffett crystalizes the importance and power of industry selection
by offering, "When a management with a reputation for brilliance gets hooked up with a business with a
reputation for bad economics, it's the reputation of the business that remains intact. If you've got a good
enough business, if you have a monopoly newspaper, if you have a network television station — I'm talking
of the past — you know, your idiot nephew could run it. And if you've got a really good business, it doesn't
make any difference."*
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Now, we seek out talented managers who are gritty and smart enough, but starting with a business that an
"idiot nephew" can run is a pretty good place. Adding a highly talented manager can be a potent
combination.

Joe Smith (St. Anselm College 1989) is the CEO of Smith Brothers, a Glastonbury, Connecticut-based
insurance agency. Smith has grown his firm rapidly through regional acquisitions and organic sales. Smith
Brothers has just under $50 million in annual revenue and 200 employees. Smith commented on the
importance of industry in his entrepreneurial path,

I would like to think that I am a pretty smart guy and creative in the insurance agency
world, and that has been a big part of my success. The truth is being in the insurance
agency, and brokerage business is just a terrific platform for an entrepreneur. This is a
fantastic business. We do not have a lot of capital invested in the business, our customers
are highly recurring, we have healthy margins, there are at-the-ready lenders who are
enthusiastic capital providers, and we have been on the right side of a consolidation wave.
This is a pretty amazing place to be. There are a lot of great businesses in this industry -
many people have done very well. I think I have been fortunate because my hard work has
been amplified by being in a great industry - that is a large part of my story. When things
get tough, having a great team around me rowing in the same direction in a great industry
has driven the success I have had as an entrepreneur.

Brent Beshore Brent Beshore (Washington and Lee University 2005) is the founder and

CEO of Permanent Equity, a private equity firm focused on partnering with family-

owned companies in North America for the long haul with a $300 million fund that

rarely uses debt and has a 27-year time horizon. Beshore founded Permanent Equity

in 2007 with the goal of creating an organization that allowed him to do what he loved,

in places he enjoys, with people he admires. Since then, the firm has acquired majority stakes
in eleven companies.

I like investing in simple, boring businesses that are enduringly profitable and have some
type of defensible moat. A moat can be a geographically dominant position, a strong
regional brand, customers with tenured relationships, high switching costs, or pricing
power. These economic characteristics are the underpinnings of the industry and the
business. Great businesses and strong industries make things better for everyone in their
ecosystems - that is an excellent place to be.

Of course, I believe the entrepreneur matters. We would always prefer an excellent CEO.
But the business and industry matter just as much, if not more. To use the jockey and horse
analogy with the horse as the business, and the jockey as the entrepreneur — the best
combination is an amazing horse and an incredible jockey. But if we have to choose, we
want a phenomenal horse that a jockey can try to make even better.

We think of a business as having a model and set of economic characteristics that
fundamentally drive success and profitability. Being in a business with a desirable model is
a wonderful foundation on which to build.

Successful CEOs have skills that are rare. Where they really excel is marrying their rare
skillset with a business opportunity that most harnesses the value of those skills. For
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example, if a CEO is outstanding at direct sales, being in a business that has a direct sales
component allows the CEO to fully harness their unusual skills and shine.

Be lucky

Although we do not want to undermine or distract from successful entrepreneurs' hard-earned
accomplishments, we believe that all winning entrepreneurs have benefited from a dose of luck. Even when
an entrepreneur is super gritty, smart enough, and picks a fabulous pond to play in, luck usually plays a role
too. Luck is not a strategy or the foundation of entrepreneurial triumph but is a serendipitous enhancement.
We speak autobiographically when we say that luck plays a role in all entrepreneurial success stories.

We agree with such bromides as "luck favors the prepared,” "the harder I work, the luckier I get," and "good
luck is when opportunity meets preparation.” In an entrepreneurial context, luck is rarely a purely random
event like tossing a coin and calling heads or tails. Luck typically feels more like an adjacency rather than
something being entirely attributable to chance. For example, we believe luck is at play when an
entrepreneur accepts capital from an investor who turns out to be much more helpful and impactful than
anticipated or a fledgling customer mushrooms into the fastest growing and largest customer in the
portfolio. These are not lottery ticket-like events, but they cannot fully be attributed to an entrepreneur's
intelligence or assiduous labor.

Facebook founder and CEO Mark Zuckerberg, in his Harvard University 2017 commencement speech,
shared, "We all know we don't succeed just by having a good idea or working hard. We succeed by being
lucky, too. If I had to support my family growing up instead of having time to code, if I didn't know I'd be
tine if Facebook didn't work out, I wouldn't be standing here today. If we're honest, we all know how much
luck we've had."*' Bill Gross, the financial manager and founder of PIMCO, echoes Zuckerberg. According
to Gross, people, hard work, and investors are not the most salient inputs in an entrepreneurial venture —
timing is. The most critical part of being successful as a startup comes down to the good luck of having the
right product in the right market at the right time. >

A team of Harvard Business School professors prove in their paper "Skill vs. Luck in Entrepreneurship and
Venture Capital: Evidence from Serial Entrepreneurs">* that skill bests luck in entrepreneurial success. We
not only agree but are encouraged. It would be depressing to think that entrepreneurship is purely a
function of chance. While skill drives most entrepreneurial outcomes, we assert that luck is an unexpected
enhancer of any accomplished entrepreneur's achievement.

Business guru and former Stanford Graduate School of Business professor Jim Collins introduces the
notion of return on luck - meaning all entrepreneurs have good luck and bad luck - but the very best
entrepreneurs make the most of their lucky opportunities, and that is one element that differentiates them
from other entrepreneurs.>*

When considering the role luck plays in entrepreneurial success, we encourage entrepreneurs to be honest
about luck, but at a minimum to embrace their success with humility and to realize that no matter how hard
they worked and how smart they are, the fates smiled upon them. We know brilliant entrepreneurs who
worked endlessly and failed and not-so-smart entrepreneurs who did not work particularly hard and were
outrageously successful. Was luck the only difference between the two outcomes? We cannot say for sure,
but we suspect that luck played at least some role. So, we encourage winning entrepreneurs to recognize
they have been favored by chance in some small way and to be humble and gracious.

Sam Hyde and Steuart Botchford (both University of Michigan's Ross School of Business 2011 and 2012,
respectively) lead Circle Surrogacy, a leading U.S.-based surrogacy and egg donation agency acquired via a
search fund in 2017. Since then, they've grown the company both organically and via acquisition into an
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operation with three domestic offices serving hundreds of intended parents from around the world. Hyde
and Botchford share,

We've worked hard to build our business, and I think that has taken a fair amount of skill,
but we've also been beneficiaries of luck. We were fortunate to cross paths with one another
early in our careers, to share similar values and professional goals, and to have found a great
business built by a fair and honest person in a growing industry that we liked. Our efforts
definitely put us in a position to be successful, but there were a lot of things that went our
way - large things, but also smaller ones like connecting with the right person for a key
role at the perfect time - from which we and our business have benefitted.

Andy Rapkin (The Wharton School of the University of Pennsylvania 1997) is a passionate
mentor, entrepreneur, and angel investor with portfolio holdings in biotech, software, e-
learning, advanced manufacturing, artificial intelligence, and real estate tech. He founded
Component Sourcing International LLC, which manufactures custom-engineered metal

components in a variety of product categories and was acquired by Argosy Private Equity

in 2014. Rapkin spends time in Barcelona, Spain, and is an entrepreneur-in-residence at IESE
business school. He was previously a partner in Osage Investments.

I wish I could say that all successful entrepreneurs are purely a result of brilliance, hard
work, and strategic gamesmanship. Unfortunately, that is just not true. Every entrepreneur
who has achieved some degree of success has benefited from luck and good fortune. Of
course, calculated risk-takers are the individuals who break barriers and paradigms in the
entrepreneurial world. But the big winners usually catch a break or two along the way
somehow. Sometimes it is hiring the person who turns out to be way better than expected;
other times, it's winning the anchor customer you did not fully deserve, and it can also be
getting a backend valuation that is a three deviation event.

I personally have been lucky as an entrepreneur, and I have witnessed scores of
entrepreneurs who have caught a fortuitous break. As an investor, I surely hope the
entrepreneurs I back get some luck.

Serendipity is just part of the mix. Luck should not detract from an entrepreneur's success
and accomplishments. The best entrepreneurs know when they are looking at a stroke of
luck and take advantage of the gift and fully exploit the opportunity.

One thing entrepreneurs should be cognizant of is not confusing luck with intelligence -
that can be dangerous. When entrepreneurs falsely believe they have a Midas touch, they
are setting themselves up for a downfall. When you are lucky, just recognize it and be
grateful.
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Anybody can try to be an entrepreneur

We believe anybody can try to be an entrepreneur if they are gritty, smart enough, and pick the right pond
to play in; this is a more accessible path than most people think. We believe that entrepreneurship is not
limited to any specific group or demographic and that many people can pursue this path. We see successful
entrepreneurs who are women, men, gay, straight, African American, Latinx, first-generation Americans,
immigrants, first-generation college graduates, veterans, from disadvantaged backgrounds, physically
challenged, and from various religious backgrounds. There is no one demographic that inherently leads to
greater entrepreneurial success.

We recognize that certain groups and demographics have an easier path to entrepreneurship, and some
have a more challenging road. For instance, in venture capital, women are significantly underfunded
compared to men, with only 3 percent of venture capital going to companies with a female CEO in 2018.>°
Black and Latinx women combined received just 0.64 percent of total venture capital investment between
2018 and 2019.° This is unfortunate, and we hope entrepreneurship for all demographics becomes a more

level playing field.

Despite the very real challenges some people encounter, there are examples of successful entrepreneurs from
every background (See Exhibit 2 for some profiles of entrepreneurs with a mosaic of backgrounds and
demographics). While no entrepreneurial venture is guaranteed success, we truly believe that anybody can
be an entrepreneur - regardless of their background.

Conclusion

Entrepreneurs are not inherently special or unique, and they should not be deified. The single differentiator
between entrepreneurs and non-entrepreneurs is having the gumption to embark on an entrepreneurial
pathway. As Roy Disney said, "The way to get started is to quit talking and begin doing." Entrepreneurs
just took the first step and began doing.

Stop waiting for that special email or tap on the shoulder to join the entrepreneurship club and consider
this case note your invitation to begin your entrepreneurial journey. Regardless of your background or
demographics, you have permission to do this and should - if you really want to. If you are gritty enough,
smart enough, can pick the right pond, and are open to a little bit of luck, then get out there and get going
because you are qualified to be an entrepreneur.

We hope this note is helpful for aspiring entrepreneurs in planning their journeys. We enthusiastically
encourage each of you considering entrepreneurship to move forward with this invitation - you are ready
and more qualified than you might think.

Good luck!
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2018.
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* Liu, Chengwei. Don't Underestimate the Power of Luck When It Comes to Success in Business.
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and Investing. Boston, Mass., Harvard Business Review Press, 2012.

*  Cross, Rob, Karen Dillon, and Danna Greenberg. The Secret to Building Resilience. Harvard
Business Review Digital Article. Jan 29, 2021.
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Press, 2020.
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Build a Great Business. Boston, Harvard Business Review Press, 2012.
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Exhibit 2: Entrepreneur profiles

Describe your
business.

Jay Kumar

Universal Plastics

I 'am an Indian American, and |
am an entrepreneur.

Dianna Liu

ARIX Technologies, Inc.

Iam an Asian American woman,
and | am an entrepreneur.

V.

Mitchell Blackmon

Patriot Chimney

I am a first-generation college
student, and | am an
entrepreneur.

The Universal Plastics Group family shares a
long history of providing their customers with
high quality, large, complex molded parts and
are known for outstanding customer service
and engineering support.

ARIX Technologies is an integrated robotic
inspection service & data analytics company.
We develop, deploy, and operate crawlers for
pipe corrosion detection and can be applied
across industries.

Patriot Chimney is a chimney sweep and
dryer vent services provider tailored for the
multi-family residential industry. We cater to
the specialized needs of apartment property
managers, and our expedited service is
designed to provide minimal disruption.

o Why did you become
an entrepreneur?

| took the risk to start my own company
because | wanted to experience an outsized
share of the financial upside, the excitement
of seeing an innovative process from end to
end, and freedom from the politics and
volatility of climbing the corporate ladder.

| have a personal connection to the people
most at risk from corrosion inspections within
the oil and gas industry. | wanted to solve a
problem that impacted the health and safety
of my family, friends, and co-workers at my
last company.

Growing up, | never thought of
entrepreneurship as accessible or easy. |
learned from a family friend who started their
own business that it was actually p le for
me to take the leap and start a business of
my own.

e What gave you the
confidence to become
an entrepreneur?

My decision to become an entrepreneur
wasn’t difficult. Success and failure are
blurred within entrepreneurship and so the
social and personal costs of missteps are
blunted. | was OK with failure as a potential
outcome.

Mentors assured me that the only potential
misstep was in not pursuing the idea; it would
be possible to return to my previous industry
after a failed start-up, but it wouldn’t always
be possible to start a company. | believed in
myself, my idea and the market opportunity.

Having been a “part-time” entrepreneur in
college, | knew | was both open minded and
excited by, rather than scared of, the risk
entrepreneurship offered. Creating a strong
financial safety net was paramount to truly
launching.

o What personal
qualities do you think
are important to be
an entrepreneur?

The ability to synthesize information and
arrive at a firm conclusion is vital.
Entrepreneurs must be adaptable, but they
must also have a keen ability to execute in
order to run their company. Companies can’t
run on non-decisions.

The ability to both accept and work around
what you don’t know is essential. A certain
level of hubris is needed to stay nimble as an
entrepreneur, but to stay afloat one must be
adaptable as well. At the same time though,
never assume you’re infallible.

Uncompromising focus and execution are at
the foundation of a successfully launched
venture. Without the conviction to truly
make the leap, you aren’t giving your start-up

possibility of failure and press forward.

9 What advice would
you give to an
aspiring
entrepreneur?

Launching or acquiring your own business
opens a world of asymmetrical payoffs. The
upside of true self-determinism and long-
term financial gain far outweighs the short-
term risk and uncertainty. With freedom from
the concerns of a career, you have the time,
energy, and passion to build your business.
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There’s no room for an ego when starting a
new venture; “stupid” questions that will
deliver real insights cannot be disregarded.
Finding the right mentors and individuals
with the expertise you need is the key to
answering stupid and non-stupid questions
alike.

Resources and acumen are important to any
venture, but they’re only needed in certain
quantities; what’s truly needed and
irreplaceable is  simply hard  work.
Entrepreneurs aren’t compensated for the
capital they bring but for the business they
create.
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Describe your
business.

3 April Lukasik
‘ Bright & Early Children’s

4 ¥ | Learning Centers

/ ! am a woman, and | am an
»

- entrepreneur.

Ari Santiago

CompassMSP

I am physically challenged, and
I .am an entrepreneur.

Avyo Phillips
Perfect Surface

}s - lam a Nigerian Immigrant, and
I am an entrepreneur.

Bright & Early Children’s Learning Centers is a
chain of childcare and early education
centers. We are an early education solution
in a nurturing and scholastic environment
where dedicated teachers are awakening
young minds when it matters most.

CompassMSP is an IT Managed Service
Provider of enterprise quality services for
healthcare, legal and financial businesses.
Our mission is to help small and mid-sized
businesses realize a competitive advantage
by harnessing the power of technology.

Perfect Surface provides turnover and
maintenance services to large property
managers and owners of rentals. We bring
apartment complexes, hotels, and other
commercial properties back to life at a
fraction of the cost of a full renovation.

o Why did you become
an entrepreneur?

My whole life | have been surrounded by
entrepreneurs. Both my parents were
entrepreneurs, and | grew up with a firsthand
view into how businesses are built. The
choice to hecome an entrepreneur was
natural for me.

I've always been building — be it computers or
side businesses; I've always been more
comfortable taking ownership and guiding
decision making than bearing the brunt of
change. It's only when | haven’t been an
owner that I've felt unfulfilled.

Entrepreneurship is something my father had
always hoped for himself and encouraged me
to pursue from a young age. The total
ownership of the ups and downs of
something vyou’ve created cannot be
replicated.

e What gave you the
confidence to become
an entrepreneur?

| knew what | wanted to create and was
extremely focused on the steps | knew | had
to take to get there. Seeing firsthand what
successful entrepreneurs looked like made
my goals far more tangible. The ability to ask
for advice added great comfort as well.

| felt as though | wasn’t driven by what | was
doing. | knew being an entrepreneur would
give me the freedom to fully decide my
future and give me the happiness | had been
searching for.

It was in a traditional corporate job that | put
together the tools | needed to launch my
entrepreneurial quest. Having seen how large
corporations created value, | felt that | could
bring those frameworks into a small
enterprise to grow it.

o What personal
qualities do you think
are important to be
an entrepreneur?

An entrepreneur doesn’t need to be a people
person or a genius to successfully launch and
run a business. It’s authenticity, attention to
detail and consistent hard work that creates

So many “check the box” qualities don’t
matter in entrepreneurship. A prestigious
background and deep capital reserves are
helpful, but they can't ever replace
adaptability and hard work. There’s no taking
the back seat as an entrepreneur.

Gritty persistence is the fundamental trait of
a successful entrepreneur; it’s easy to work
hard when you’re seeing the fruits of your
labor. It’s when the road ahead is unclear that
the inextinguishable drive of an entrepreneur
charges forward.

e What advice would
you give to an
aspiring
entrepreneur?

companies. Entrepreneurship naturally
includes all personalities.
The value you receive from likeminded

individuals is key to developing as an
entrepreneur. With a treasure trove of advice
and inspiration, the impossible becomes
possible. Find ways to provide value to
mentors and they’ll shower you with the
guidance you need.
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Benefit from the experiences of others. While
you must find those with the information you
need, it's most important that you’re willing
to learn and be wrong along the way. Others
have failed plenty already; use the lessons
from their experience so you don’t fail.

Your bias for action must supersede your
need for analysis; open-mindedness is
needed, but when it's time to execute, you
must be prepared. The freedom of
entrepreneurship is expensive but more than
worth it.
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Describe your
business.

Paulette Pantoja
Blu Digital Group
Iam Latina and a lesbian,
and | am an entrepreneur.

Danny Egol

IDEAS Generation

I am gay, Cuban-Israeli-Americar
and | am an entrepreneur.

Johannes van Greunen
Botanicus

lam a gay South African, and |
am an entrepreneur

Blu is a software and services company in the
media and entertainment space within the
digital distribution supply chain (film content
distribution to streaming services). We
develop and license software solutions
focused on automating content servicing.

IDEAS Generation is a 501(3) nonprofit that
connects, supports, and elevates NextGen
leaders and organizations advancing IDEAS:
Inclusion, Diversity, Equity, Access, and
Social justice. We do so through leadership
& community development programs and
IDEAS-centered consulting engagements.

Botanicus is a fine floristry and design business
creating unique experiences for brands and
private individuals and offering luxury gifting
across South Africa. Working with the likes of
Cartier, LVMH, American Express and other local
brands to build experiences that speak of luxury in
an African context.

o Why did you become
an entrepreneur?

| wanted to control my own destiny and
outcomes and be fully accountable for the
results | produced. My family had financial
hardships growing up and this gave me a
drive to take risks and aim to be successful
and financially independent.

Before going off on our own, my co-founders
and | searched everywhere to ensure our
vision wasn’t redundant. Absent an existing
viable alternative, entrepreneurship felt like
the most direct pathway to build the kind of
community we wanted to see out in the
world.

Both my parents were entrepreneurs and all my
siblings, and | were encouraged to partake in
market days from a young age. I've always looked
for ways to creatively solve problems and as a
student have started projects like fashion
upcycling and a creative bartering platform.
Becoming an entrepreneur was inevitable.

What gave you the
o confidence to become
an entrepreneur?

My mom always told me that | could do
anything | put my mind to. She believed in
me which turned into me believing in myself.
| saw the power of perseverance, passion,
drive and determination and the great results
from it. This pushed me to keep trying not

matter.what

| derive my confidence from the community |
co-create with every day: colleagues, Board
of Directors, and the broader network of
NextGen leaders & partner organizations.
Their passion and commitment fuel my drive
to steward our collective efforts.

I've always had the confidence that I'd build a
creative business. It was after gaining experience
in retail and management that | felt equipped to
take total ownership and craft a business that
focuses on the future of experiential retail.

o What personal
qualities do you think
are important to be
an entrepreneur?

You need to have patience and of course —
perseverance. It is not necessarily book
smarts, but it is street smarts. Being able to
read people and connect with people matters
when you are the number one salesperson.
Passion will get everybody else on board.

Comfort navigating uncertainty and the
acceptance of non-closure are critical,
especially since 2020. COVID-19 and the
renewed racial reckoning in the United States
heightened the need for adaptive planning
and a degree of personal and organizational
resilience.

Perseverance and adaptability are key in an ever-
changing environment. Letting your vision and
ideals guide your decision-making, rather than
short-term gratification, will build a stronger
brand. The ability to see your hinderances as
opportunities will serve you well if you are willing
to put in the work. Stay curious.

o What advice would
you give to an
aspiring
entrepreneur?

It is not necessary to react. Do not take
everything personally — it’s not always about
you and there are too many downs to take it
personally. You do not need to prematurely
react. First, think, listen and have patience.
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Don’t let ‘the what’ of your venture become
the whole story. Bring intention to ‘the how’
and ‘the who.” Entrepreneurial initiatives
creates ecosystems where IDEAS principles
must play role if we are to refashion our
workplaces and communities into places
where everyone can thrive. The how and the
who help remind us that the means are just
as important as the ends.

Surround yourself with people you can learn from
and build a wealth of knowledge that is broader
than just your personal interests. You never know
when and where inspiration may strike. Be
prepared to make many sacrifices but know that
the process is rewarding if you’re passionate
about what you’'re doing.



Yale scHOOL OF MANAGEMENT

Describe your
business.

Mikalai Martsul

I'am an immigrant, and I am an
entrepreneur.

Pan American Collision Center Inc.

Mia Jackson

Vital Care Industry

I'am an African American woman,
and | am an entrepreneur.

Peter Gudmundsson
BeHome247

| am a veteran, and | am an
entrepreneur.

Pan American is a collision repair business
with seven locations in the San Francisco Bay

Area. The company holds top OEM
certifications in the premium market
segment, including Mercedes-Benz, Audi,

Tesla, Infiniti, Acura, etc.

Vital Care Industries manufactures and
distributes medical surgical supplies that ensure
the safety of patients and medical professionals
during surgical procedures. Vital Care now
provides products to more than 2,200 hospitals
and 1,500 surgery centers throughout the U.S.

BeHome247 is a SaaS technology unified
property management platform. It allows
residential and hospitality property managers
to manage loT smart devices and operating
processes to gain  efficiency, drive
incremental revenue, and maximize guest
and tenant experience.

o Why did you become
an entrepreneur?

| felt like | had hit a ceiling at the software
company | was working at. | wanted to build
and create something and find something
more fulfilling. Ultimately, | wanted to be in
control of my own professional and personal
success.

| had experience working with companies and
start-ups as a consultant and recognized that |
wanted more — | wanted to be a CEO/owner
of something. Acquiring Vital Care via the
search fund process allowed me the
opportunity to fulfill this dream.

| became an entrepreneur due to my desire
to build organizations and develop people
while satisfying my curiosity to explore and
learn about new markets and cultures. In no
other profession is it possible to rapidly test
new ideas and innovate.

What gave you the
confidence to become
an entrepreneur?

So many people aren’t happy with their jobs
after business school, and | didn’t want that
to be me. There’s a risk for everything — both
unfulfillment and failure; it's about choosing
which risk you’ll accept. Entrepreneurship is
risky, but for me, it’s a good kind of risky.

| have always felt that no matter the
circumstance, | would be able to solve
whatever problem came at me. If | were to
point to a specific experience, my first startup
— Stunning on Standby - gave me the insight
into what building a business meant.

| had a level of self-knowledge, psychological
groundedness, and formal training from the
US Marine Corps and Harvard Business
School. | knew | could develop the well-
informed conviction entrepreneurs need to
stand firm.

What personal
qualities do you think
are important to be
an entrepreneur?

You must remain confident when doubts
begin to creep in. You must be willing to take
action and make yourself comfortable with
being uncomfortable. There’s also a duality to
being open-minded but remaining firm when
needed.

There’s a dual nature to entrepreneurship —
you have to think far into the future while
still ensuring your company survives the
month. This ability to take risks with only
ambiguous information at best is crucial to
growing and scaling a company.

Work ethic, intellectual curiosity, and
resilience are all important qualities. Omit
one of them and vyou’ll lack fulfillment,
success, or both. The desire to find new ideas
and truly test them to the proper degree
fundamentally underpins entrepreneurship.

What advice would
you give to an
aspiring
entrepreneur?

hard to always be confident when taking
genuine risks. If you're passionate about the
work you do and are willing to
unapologetically pursue it, you’ll find success.
You just keep moving and trying, especially
when times are tough.
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Beyond getting the necessary experience in
operating a business, it’'s crucial for would-be
CEOs/owners to be scrappy. If you're willing
to genuinely work and be a true leader,
rather than an executive with a title, real
progress and opportunities are abound. A
unique strength or “superpower” helps as
well.

Decide if you are a true “geek in a garage”
start-up entrepreneur or more of an MBA-ish
“buy and build” leader. The risk/return
characteristics and, more importantly, the
skills required are very different. | am 4-0 for
buy-grow-sell and 0-2 for start-ups.
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