
Q  Beyond financial performance, 

what are the intangible factors 

that drive sustained enterprise value?

The simplest non-financial measure 
of a successful enterprise is 
employee retention. If senior people 
are committing to long careers 
at the company, something about 
the culture and business formula 
is working. High turnover is always 
a warning flare that the business is 
struggling to find a consistent plan 
for its future. I also like to see the 
office lights on and the parking lot 
occupied during non-business hours. 
When people are motivated to work 
beyond the required minimums, 
there is usually something special 
going on. Similarly, when a staff 
empties the office with regularity as 
the sky darkens, it tells you they are 
on a clock and not on a mission. 

Q In a Snapchat world – where 

startups with no revenue gain 

multi-billion dollar market valuations 

– how does an entrepreneur maintain 

realistic expectations?

Don’t be blinded by the outliers. I 
have never met a company on the 
road to great success that was run 
by people primarily motivated by the 
desire to create personal wealth. In 
fact, the reverse is more often true. 
Stay humble. Stay hungry. Make great 
products and satisfy your customers. 
The valuation comes later. That is 
not to say that entrepreneurs should 
be willing to dilute their ownership 
position quickly or eagerly. I am 
always more impressed by a founder 
who finds ways to engineer a lean 
start-up and to grow impressively 
without raising much capital. That is 
a sure-fire sign that the business has 
something special. 

Q Can a company with a viable 

business model and market 

momentum succeed in spite of weak 

leadership?

A large, established company can 
stay intact for longer than you think, 
even with poor leadership. But 
somewhere an inspired newcomer 

is targeting their customers. So the 
poorly managed incumbent will 
inevitably fade like an ice cube. This 
is especially true today, a time when 
great ideas are merging with risk 
capital at a rate never before seen in 
history, to exploit and disrupt every 
market on the globe. The winning 
innovators and disruptors always 
have great and visionary leadership. 
Unfortunately, sometimes that verity 
is only established after-the-fact.  

Q Are there steps a company can 

take to differentiate itself in a 

commoditized or highly competitive 

marketplace?

Never concede your product is a 
commodity, even if it is highly similar 
to another company’s product. Find 
nuances to distinguish yourself. If 
you are selling burgers, compete 
on the friendliness of your staff or 
the cleanliness of your shop. If you 
are selling peanuts, design better 
packaging. If you are selling diamonds, 
create an untouchable brand aura. 
Once you imagine yourself in a 
commodity business, you have 
placed yourself in a deflationary 
spiral of bad consequences. 
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Q What are the personal attributes 

that corporate leaders must 

display, individually or collectively, in 

order for their company to succeed?

I believe that the best leaders engage 
at all levels of their organization. 
They keep an ear close to the daily 
hum of the business. They not only 
have a willingness to engage in all 
aspects of the company’s operations, 
but they make a regular practice of 
doing it: going on sales calls, talking to 
customers, and recruiting, mentoring, 
and training new employees. 
“Leadership by walking around” 
is what we used to call it on Wall 
Street, to represent the willingness 
of some managers to get their 
hands dirty in the trenches. I always 
avoid investing in companies where 
I perceive “imperial” management 
tendencies. What is a simple test for 
that? When you walk the shop floor 
(or office hallway) with the CEO of a 
company and he averts eye contact 
or communication from his staff 
(and vice-versa), you know instantly 
what kind of culture predominates. 

Q What’s the single personal 

quality you always look for when 

hiring or investing in people?

At one point in my career at Morgan 
Stanley, I was tapped to manage 
the firm’s MBA recruiting program 
(in addition to my day-to-day 

responsibilities!). I had a glass-walled 
office that faced out onto our firm’s 
trading floor, with two seats arranged 
around a table. When I was about to 
conduct an interview, I would invite 
the prospect to go ahead of me and 
take a seat in my office, stating that 
I would follow momentarily. Then I 
would watch to see whether the 
candidate would choose the seat 
looking out at the trading floor or 
looking inward to a far wall. Invariably, 
the better candidates were the 
curious ones, having chosen to take 
the seat with a view of the action. 
So I would say I am always partial to 
hiring or investing in people who are 
instinctively curious, who are always 
wondering why, and persistently 
discovering new things. 

Q How has the world of private 

equity changed over the past 20 

years, for better and worse?

The easy trades are gone. No longer 
can you buy a business and do 
some financial engineering by adding 
debt or selling off surplus assets or 
slashing costs, and instantly create 
value. Those opportunities have 
been completed or priced away. 
The formula for investing success 
is now purely about understanding 
products, markets, and the dynamics 
of change. So I would say that the 
business is now harder, and better.  
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