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I’m going to be very candid in the pages that follow, and when | have an opinion about what
works or what | think you to should do attract wedlth, | an goingto say it. | havelots of
advice. And, some of it might even be good advice! But, | am not afinancid planner. | am
not aprofessiond investor, stock broker, insurance agent or lawyer. | am acoach and a
busnessman. My opinions are my own, my point of view.

Take my advice with agrain of sdt, question it, and for goodness sake, don't trust athing |
say! Always check with your own professiona advisors. Read and educate yourself about
any investment you are considering, and once you invest, monitor your investments closely.
It takes work to get rich dowly! And no one will take as much interest in your financid
future as you will.

Actudly, that’syour first lesson in getting rich — never trust anyone who promises to make
you rich! It doesn't work that way! Only you can make you rich.

With a good educetion, solid information, a bit of wisdom, petience, ingght and awilli
to take action, | believe dmost anyone can accumulate substantial wedth. Butyoud

there by following aguru, or by being lazy. You get rich by earnin\ie ‘C :

(5)
So, let’s get started! O’(,GS
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Chapter 4. Understanding the Cost of Entry

When |land was the primary measure of vaue, it was dmost impossble for the average person
to acquire wedlth. The king owned dl the land, and the population struggled to survive on
what they could grow or earnin small cottage indudtries.

When manufacturing was the source of wedlth, more people had access to grest fortunes, but
the number of millionaires was till smal because it cost S0 much to build afactory or run
raillroad tracks across miles of wilderness. Few people could raise the capital, and so few
people ever got into the game. For centuries, most people lived on wages and saved what
they could, with very few ever achieving more than amodest leve of savings and financid
security. The barriers prevented most people from ever being able to own abusiness or take

control of ther financid future. \)\4
CcO-

The pages you are now reading represent onN@ evol utions in human history.

Think about thisfor a momer% O

Even 10 year: have writt e odds that you would be reading
ﬁ(@@ . After wri % I Would have contacted a magazine or book
edlt pes they Would pub ting, or | would have goneto alocd printer, paid to

have afew hundred copies of this booklet made up, and then announced thét it was for sdle.
But, who would have bought it?

But today, the barriers to entry are essentialy zero! a\e

By thetime | put an ad in a couple of magazines, or in the newspaper or on the radio, the cost
of this booklet would have been severa dollars, and you probably would (1) never have heard
about it, or (2) decided it wasn't worth the price.

In fact, | would probably not have written it, because the odds of making a profit were so
dim. The cogts of production, marketing and distribution were smply too high.

But today, | can put this together, publish it on my website, announce it to the world, and you
down-load it for free! Thetotal cost of production? Some of my time, and the use of Acrobat
to format it.

Could I have charged you afew dollars and made 99% profit? Probably! You might have
paid afew dollars and, hopefully, the vaue (the usefullness!) is high enough that you would
have agreed it was worth it. | would have made money, and you would be a happy customer.

But, with the cogt of production so low, | don’t have to charge anything for it! | can givethis
vaueto youfor freel Why? Becauseit's part of my marketing and brand-creation. I'ma



Making Money, Creating Wealth
By: Philip E. Humbert, PhD

© 2000, All Rights Reserved
Page 12

The second path to financial independence is Self-Employment.

Thisisthe choice of many professonds and home-based businesses. From an income
perspective, there are two main advantages.  As the self-employed owner of asmal business
(often called a“micro-business’), you can set your hourly rate, and you have some freedom to
work when and if you choose. Y ou can adjust your schedule and workload according to
family respongibilities, your personal preferences and take a day off when you want to.

And, the government offers subgtantia tax advantages in exchange for the risks you takein
creating your own job. Asyour own boss, you are respongble for your own office, your
tools, marketing, management, billing and production. The government recognizes that this
represents substantia risk (most new businesses ultimately fail), and it represents lots of hard
work. Asyour “partner” the government expectsto be paid (in taxes), but will cooperate with
you in permitting some accounting and tax benefits.

The down-sdeisthat, while we refer to it asabusiness, in fact, it is usudly il ajob

mogt sdf-employed people, their income stops the moment they get sck tak

retire. And, many people find that being both the boss, and the m p&ﬂployee is
very stressful.

eSS
As asf-employed profc-ond Wi hﬂ@&gtu loyees working for you,
the bulk of the responsihili oulder &? e of absence or are not
able to do your amt rney, ntéé‘ son or graphic designer, your

i ‘No ag ule, and very few slf-employed

m ever move past ¥s

Many independent contractors, artists, multi-level marketing professonds and other smdl-
office, home-office busness arein this category. The freedom and independence are
wonderful, but it is a hard path to financia wedth.

Thethird path to financia independenceis business owner ship. Thisisamuch rarer and
riskier, but potentialy more rewarding path to wedlth.

Businesses are systems that ddliver vaue by organizing and combining the efforts of many
people. Creating a business requires leadership, organizationa and management skills, and
capitd. It meanstaking risks, and regping the rewards if things work ouit.

Restaurants are great examples of systems that multiply effort, creete jobs, and create wedlth.
Going back to McDondds, the system ddlivers burgers, and makes money whether the owner
IS present or not. Most salf-made millionaires are business owners.

There are many disadvantages and difficulties in Sarting a business, particularly compared to
the amplicity of having your own company as a sdf-employed professona. (Remember this
digtinction: al busnesses are organized as a“company”, but not every “company” isrun asa
businessl) Starting or running a business requires great kill at understanding and managing
people, inventory, cash flow, and sdes. Asabusiness, you'll have employeesto hire, train,
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supervise and sometimes, fire. There arelegd and accounting complexities and you' |l need
talented (and expensive) professonds to advise you.

But, the huge advantage of owning abusnessisthat the system, if it is designed and managed
gppropriately, can largdy “run itsdf”. The owner of awdl-run restaurant does not have to be
physicaly present every moment the restaurant is open for business. The owner of a
manufacturing plant does not personaly box and ship every widget that goes out the door.

Once a busgness is running smoothly, it creates vaue (and cash) indefinitely. The criticd
vaue-added component of abusinessisrarely the product or service it produces directly, but
rather the value of the jobsit creates and the business s ability to organize and focus effort to
get a specific result.

To take an extreme example, Microsoft is generaly acknowledged to be among the most
successful businesses in modern history. But the little CD’ s they sell have dmost no intringc
vaue. Infact, the cost of producing CD’sis so low that many companlesglvethem as

advertiang freebies. Bill Gates geniusisin organizing adiverse army of pr

enginears, visonary thinkers, shipping clerks, lawyers, janitors end &@e&nwa to
produce and ddliver thousands of CD’ s that contain c%écg mputers work.
The company is |mmensely profit WBNQ@ ize the talents of many
different people. By bringi tons of gliff ether Microsoft
producesva U{e—(ﬁ at has and thousands of his employees and
sto

Sarting, organizing and runni nga bus nessis one of the most rdligble pathsto wedth. There
are tax incentives, and if things turn out well, it can creste a stream of cash that lasts for
generations.

It isinteresting to note that for over 200 yearsin America, immigrants have been among the
greatest beneficiaries of this pattern. Whether it wasthe Irish or the Itdians or the Eastern
Europeans of the 19th century, or more recent immigrants from Asaand Latin America,
immigrants have traditiondly arrived poor, and they have suffered from discrimination.
Many don't speak English, and they are often prohibited from entering the professons or
other high-<kill, high-salary jobs. So what do they do?

They open family owned businesses. They become florists or landscapers or dry cleaners.
They own the local gas station or the janitorial service that cleans our homes and office
buildings. Familieswill often pool their capita to buy ataxi or, especialy in New York, to
buy a push-cart and sdll hot-dogs or pizza or deli sandwiches. And, with the profits they buy
another cart, and then ancther, until within a generation, the family becomes an * over-night
success’!

Business ownership is clearly not for everyone, but it is one of the most rdliable paths to
wedth.
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Throughout history, investing in land and buildings, stocks and bonds, or commodities, has
been ardiable and efficient way to accumulate wedth. And, much like owning your own
business, the government has traditiondly created tax advantages of various kindsto reward
investors for the risks they take. “Capitd gains’ taxes, which are much lower than income
taxes, and various credits and incentives for pecific types of investments are afew examples.

It's often been said that the poor and middle class work for money; the wedlthy have their
money work for them. That’sacliché, but like mogt clichés, thereis greet truth in it.

And, this reminder that investing is complex and there arerisks. Even highly skilled investors
occasondly get an unpleasant surprise. Consult with experts and develop your skills through
practice and education. But to accumulate great wedlth, do invest! Learn the skillsand
practice until you gain confidence. Start smdl if that’ s gppropriate in your Stuation, but do
let your money work for you. More about that in the next chapter!



