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High 1Q, No Wealth

Do you have to be smart (as in high 1Q) to be an entrepreneur? And does being highly intelligent mean
that you are more likely to be rich? You’d think that the answer would have to be yes. And you also have
to believe that any research showing this, or the opposite, would have to be famous. You would be
wrong on both counts, at least if you look at a piece of research published in 2007 by one Dr. Jay
Zagorsky of Ohio State University (see
http://www.sciencedirect.com/science/article/pii/S0160289607000219).

The research shows that having a high 1Q had basically no impact on whether you were wealthy
(measured by household net worth) or not. However it did show that people with high 1Q are more likely
to experience financial distress. So highly intelligent entrepreneurs might be more likely to get into
financial trouble.

It’s not all bad if you have a high IQ. You will have a higher income (also shown in this research). And you
are more likely to get ahead in big companies and the professions, which is why you got a big income in
the first place.

The Career Patterns of Entrepreneurs

So based on this research it looks like being highly intelligent doesn’t mean you will become wealthy and
that, if you are highly intelligent and you become an entrepreneur, it won’t help you by itself.

All of this makes me think about the types of people who do get rich and actually create wealth. Seems
like there’s a pattern. You get the intelligent people who get great grades, go to university, get masters’
degrees, join government or big companies, make a lot of money (salary that is) and have a great career
(hopefully).

Then there’s a second group. They often drop out of school, drift around, get into an existing company,
get bored, then go out and start their own. Often these fail. But some succeed brilliantly. Their owners
usually don’t get high incomes (at least at the beginning) but at the end the business is worth a lot. So
these are the high wealth creation types.

Why does this happen? What are the key learning behaviors behind these two patterns?



Seems like basically there are two learning styles; learning from books and learning from life. High 1Q
types usually learn best from books and university professors. These are the ones that become doctors
and dentists, go into big prestigious companies and get high incomes and drive Audis.

The people who learn from life sometimes have lower 1Qs, don’t like university and university professors,
and don’t go into big companies except as salespeople. Often they are dyslexic. In the US they drive
Hondas and Chevys, sometimes Ford trucks. These types often start their own companies and become
rich.

These are the types that become entrepreneurs. It’s not that entrepreneurs might not have a high IQ,
such as Bill Gates or Steve Jobs. It’s that in real life, most entrepreneurs are either not highly intelligent
in conventional terms, or if they are highly intelligent in conventional terms, they don’t act that way.

Most entrepreneurs are not particularly interested in formal education, often do quite poorly in a formal
educational environment, and don’t do the things that people who are regarded as highly intelligent do.
That includes, going into conventional large companies or government, getting into a job that will lead
to a long career in the same company, and becoming part of a strict hierarchy where people mainly obey
orders and don’t exercise much if any of their own good judgment except in low-level tasks.

As many of our readers would know this applies to many jobs in the government and the private sector,
especially in the largest companies.

The Behaviors of Entrepreneurs

We said that there were two main patterns in learning. One of them is a book learner; the other is a life
learner; that is the latter learns from actually doing real things in real-life. Highly intelligent people
usually go to university where they learn from university professors. These are also very intelligent
people, but they are also book learners. Also they have usually never had a real job so it’s kind of
difficult for budding entrepreneurs to learn much at all about entrepreneurship from university
professors.

Book learners are usually far more analytical than practical and action-oriented. Life learners are usually
practical rather than analytical. So book learners have a tendency to analyze, often excessively, before
they do anything. Entrepreneurs tend to have a bias to action.

This is one important reason that entrepreneurs are not usually highly intelligent in a conventional sense
or highly educated. If fact, once they do this, their entrepreneurial tendencies will become reduced or
even totally repressed.

That why there’s an emerging movement populated by people like billionaire Peter Thiel in the US to
give money to young people who want to start companies in return for not going on to university. Those
behind the movement believe that for certain people, going to university is actually an impediment to
success, especially if you want to be an entrepreneur. You get less startups and therefore less growth
with the high education/book learning model. They point to examples such as Bill Gates and Steve Jobs
who started university and then dropped out, usually in frustration, or because it didn’t give them the
real-life action they craved.



That’s why two types of people that don’t do well in startups are people who have spent most of their
working life in large companies, and people who have PhDs or research degrees. People from large
companies inherit big companies’ understandable bias towards analysis rather than action. PhDs and
researchers are also analysis- rather than action-oriented.

These types of people might be really impressive analysts with great insights into the data they analyze.
But that’s totally different to building a product or service, usually with no help from anyone, then
actually selling it to your prospects and clients, again with no help or brand name to ease the way. Those
are totally different skills and require totally different patterns of behavior.

Book learners tend to intellectualize business. They tend to become interested in the underlying ideas
and philosophies rather than in just getting results in terms of things sold and profits made. They are
usually thinking on a higher plane.

That’s good if you are a professor and it might even be useful if you are an analyst or in strategy in a
large company. But it’s probably death to you if you are an entrepreneur, have to make a quick profit,
move lots of commodities quickly and very cheaply from point A to point B, or put your product in the
best place for it to sell the most units in a supermarket.

Of course, that doesn’t mean that highly intelligent people might not become successful and wealthy
entrepreneurs. Look at the founders of Google or Yahoo for example. However the idea is that they
didn’t become entrepreneurs because they were intelligent, but rather because their action-orientation
trumped their analytical tendencies. It’s just that having the high intelligence doesn’t give you any
particular advantage and it might in fact be a huge disadvantage, as we see further below.

Why Is High Intelligence a Handicap to an Entrepreneur?

We tend to see high intelligence as a good thing that endows its holders with more opportunities in life.
| guess the common perception is that you are more likely to do better in life, whether that is a high
salary or high income. And there’s some truth in that.

But there’s another perspective one can adopt on high intelligence. That is, that in many ways it’s a
handicap. It cuts you off from the mass of humanity because you are cognitively different. More to the
point, you are going to think in ways that the vast majority of people don’t think in. If you are a nerd
thinking of the next theory of relativity, how many people are going to be on your wavelength? If you
want to create a new product or service, will you even understand that the other 99% of humanity is
thinking?

So it’'s no wonder that there doesn’t seem to be any correlation between high intelligence,
entrepreneurship and wealth. Chances are that most people use their high 1Q to think of ideas that are
totally foreign or of no interest to most people. These highly intelligent people want to indulge
themselves in great ideas that interest them, not in products and services for people whose interests
and intelligence are of little or no interest to them. So in these cases, their high intelligence acts as a
barrier to mass social understanding and mass marketing.

If you are an entrepreneur and are thinking of abstruse ideas in physics or biotechnology, you aren’t
thinking of what the mass of people are thinking. And in all likelihood you won’t be thinking in the same
way as the mass of people in things that are directly life-oriented such as food, sports or even
relationships and sex. That makes it very different to target in precisely on what most people would like



for dinner, or for a new hobby or lifestyle. If you want to think like that, you need to have similar
cognitive equipment to most other people.

That’s another way of saying that very high intelligence makes you a poor candidate for designing and
executing a mass marketing campaign or for creating advertisements for commodities such as
microwave dinners aimed at working moms. You might be a good candidate for a new approach to
making a MRI machine for doctors if you have a PhD in medical technology. The problem will be getting
you to think about who will buy the services provided by the MRI and how to take a profit out of it.

That’s not to say that a highly intelligent person might not have an incredible and bright idea that is
almost impossible for the average person to think up. But that’s going to be in the tiny minority. The
vast majority of ideas by the vast majority of entrepreneurs will be around ideas that are easily
accessible to the average person, are quickly understood and appreciated by them, and do not require a
huge effort to understand them, or a high level of education to be able to use them.

What about High Intelligence and High Income?

As to wealth creation and high intelligence, what about this distinction between income and wealth? A
high salary doesn’t mean wealth creation; you are just doing a job pre-ordained by someone else very
well. If you create a new company and business model and employ people you have created wealth and
social growth.

A low salary founder who creates a lot of jobs (think of a local trash hauler) creates wealth but will
socially be seen as a failure. A high salary corporate executive who creates no jobs will be seen as having
been a success, even though he has, on his own account, created no wealth.

It’s a funny thing. Schools and universities laud high book intelligence. So we push our kids to go and do
well in our universities. We want everyone to get a degree or two and get perfect grades.

But is it possible that the very intelligence we push for high levels of is preventing a broader movement
for wealth creation in society? Is it possible that universal higher education is a recipe for less
entrepreneurship and therefore less wealth creation and lower growth rates in society? Once we all
have PhDs, MBAs or masters’ degrees, are we condemned to no growth at all?

What If you are Highly Intelligent and Want to be an Entrepreneur?

Of course, | am not saying that it you have a really high IQ you can’t be an entrepreneur. But you have to
realize that your high intelligence is going to present some barriers to being successful as an
entrepreneur

There’s a number of ways to address this problem:

1. Make sure at least some of your key employees are action-oriented entrepreneur types rather
than analytical book learners
Marry a life-learner type or make one your business partner with equal ownership.
Try to mix in some social circles that have a high proportion of non-university-educated people
Don’t over-intellectualize things like you will usually be tempted to do
Don’t give in to the temptation to allow any of your employees to get too analytical or too
intellectual in their approach to your business
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6. Avoid the temptation to invest too much money in projects that will take a long time to get
results, if indeed they ever do

7. Don’t give in to the temptation to be too visionary

8. Appoint one of your employees to tell you when you are becoming too visionary, intellectual
and impractical.
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