Book Insights:
Rich Dad, Poor Dad 
By Curt Clinkinbeard


This month we will take a very quick look at “Rich Dad, Poor Dad” by Robert Kiyosaki. This book from 1997 has been a bestseller and something of a craze in business books. If you don’t believe me, just take a look at the shelves of your local bookstore. The distinctive black, purple and gold books (Rich Dad is a series with many offshoots) are prominently displayed with lots of copies. 

The book starts with a story from the author’s childhood discussing his two Dads. One, his biological father, was a well-educated and well-employed professional. Though his income was high, his spending and investing habits did not predispose him for success – thus he was the “poor” Dad. 
His other “Dad,” the father of his childhood best friend, was less educated and initially earned less money. The prestige of his job was significantly less than his own father’s, but due to his approach to purchasing income producing assets, his “rich” Dad had, over time, amassed a strong fortune. 
This contrast of the rich versus the poor dad forms the underlying concept of the book. It shows how income and expenses relate with assets and liabilities and vice versa. The book is a bit simplistic and has its critics, but without question, some of its principles are very pertinent. 

So what does a book on personal finance have to do with running a small business? Well, in several ways. First, the book, after slightly redefining “assets” talks about how accumulating income producing assets leads to financial growth. This “return on investment” mentality method of thinking is important for making financial decisions within your business. 

Kiyosaki tells about how many traditional assets (such as a home) are really liabilities in disguise. At the end of the day, they are an expense and do not contribute to additional income. In every business, there are things purchased that we thought would produce income, but instead, drain profits. It is important to observe them as so.
The key insight here is to always study expenditures, investments, and key allocations of time in relation to the expected return of profits. This relates to every expense, every new employee, every new product developed and every investment in business assets. At the end of the day, will this result in increased profits?

The second way the book relates to your small business is the discussion of whether a business is a true personal asset or if you’ve simply started a business to provide yourself a job. 

Essentially, the key question the author asks is “can your business perform without your ongoing investment of time, energy and resources?” In the purest form of Kiyosaki’s asset definition, the business is only an asset when the owner’s presence, efforts and energy are not necessary. Until then, it is merely a source of income, similar to any other job which requires you to exchange time for dollars. 

In reality, this is not an “all or nothing” proposition. If your business is on the path of becoming “not dependent on the owner,” it will go through various phases to get to that point. This is a development process for the business. 
No question this is a point worth considering in your business. Look at your business and its relationship to your time. In my opinion, this is not a “good” or “bad” characteristic, but it is something you should think about, consider your position, understand your goals, and know how you need evolve the business. 

According to Rich Dad, Poor Dad, the less dependent on the owner for its ongoing profitability, the stronger an asset the business. Where are you on this continuum? Where do you want to be? How do you get there?

The subtitle to Rich Dad, Poor Dad is “What the Rich Teach Their Kids About Money That The Poor And Middle Class Do Not.” Essentially the answer is they teach them about a purist investment mentality. Do you view your business as an investment or as a self-created job? How do you improve?
Rich Dad, Poor Dad provides thinking patterns that differentiate a “rich” approach versus a poor one. And while the book is targeted to people who wish to improve their personal financial situation, many of the principles apply to a management mentality for small business owners. If you have not already read it, it is a quick read worth the investment. 
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