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INTRODUCTION I 3

Donald Trump and Robert Kiyosaki are both concerned. Their

concern is that the rich are getting richer but America is getting

poorer. Like the polar ice caps, the middle class is disappearing.

America is becoming a two-class society. Soon you will be either

rich or poor. Donald and Robert want you to be rich.

This phenomenon - the shrinking middle class - is a global

problem, but predominantly in the richer G-8 nations (in countries

such as England, France, Germany, Japan, etc.)

Former Federal Reserve Chairman Alan Greenspan said, "As I

have often said, this is not the type of thing which a democratic

society - a capitalist democratic society - can really accept

without addressing." He went on to explain how the income gap

between the rich and the rest of the u.s. population has become

so wide, and is growing so fast, that it might eventually threaten

the stability of democratic capitalism itself.

The Problem Is Education

What did the Federal Reserve Chairman state as the main

cause of the problem? In one word, his answer was education.
Mr. Greenspan points out that u.S. children test above the world

average levels at the 4th grade level. But by the 12th grade level,

they are far behind. He says, "We have to do something to prevent

that from happening."

Donald Trump and Robert Kiyosaki also place the blame on

the lack of education. But they focus on a different type of

education, financial education. Both men are very concerned

about the lack of quality financial education in America, at all
levels. Both men blame the lack of financial education for the

United States having gone from the richest country in the world to

the biggest debtor nation in history, so quickly. A weak u.s.

economy and a weak u.s. dollar (the reserve currency of the
world) are not good for world stability. As is often said in other
parts of the world, "When the United States sneezes, the world
catches cold."

Two MEN__- ONE MESSAGE
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Both Men Are Teachers

Both Donald Trump and Robert Kiyosaki are successful
entrepreneurs and investors. Both men do business and are
recognized internationally. Both men are also teachers. Both men

are best-selling authors, produce educational board games, speak
at financial education events, and both have educational
television programs. Donald Trump has his megahit network
television show, The Apprentice and Robert Kiyosak i has his
television show, Rich Dad's Guide to Wealth, on PBS, the highly
acclaimed educational public television network.

Both men are teachers, not because they need more money.
They are both teachers because they are concerned about the fate
of you and your family, this nation and the world.

Rich people who want to make a difference typically give
money to causes they believe in. But Donald and Robert are giving
of both their time as well as their money. As the story goes, you
can give a man a fish and feed him for a day or teach him to fish
and feed him for a lifetime. Instead of just writing checks to help
the poor and middle class, Donald and Robert are teaching them
to fish. In addition, a portion of every book sale will be donated
to other organizations that also teach financial literacy.

Financial Advice

There are three levels of financial advice : advice for the poor,
advice for the middle class and advice for the rich. The financial
advice for the poor is that the government will take care of them.
The poor are counting on Social Security and Medicare. The
financial advice for the middle class is: get a job, work hard, live
below your means, save money, invest for the long term in mutual
funds and diversify. Most people in the middle class are passive
investors- investors who work and invest notto lose.The rich are
active investors who work and invest to win . This book is about
becoming an active investors - expanding your means to live a

WHY.WE W ANT You To BE RICH
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great life by working and investing to win.
Donald Trump and Robert Kiyosaki are best-selling authors and

popular speakers because they teach people to expand their
meansand improve the quality of their lives, rather than work hard
to live below their means.They want people to work and invest to

win.

A Little History

During the Hunter-Gatherer Age of human development,

humans lived in tribes and, for the most part, all people were
equal. If you were the chief of the tribe, you still lived pretty much
like the restof the tribe. Chiefs did not have Lear jets, multimillion­
dollar estates and golden parachutes.

In the Agrarian Age, there evolved a two-tiered society. The
king and his rich friends on one tier and everyone else (peasants)
working for the king on another tier. Generally, the king owned
the land. The peasants worked the king's land, and paid the king
a form of tax by giving the king a share of their harvests. The
peasants owned nothing and royalty owned everything.

In the Industrial Age, the modern middle class was born in
America and so was democracy.

The founding fathers of America were so impressed by the five
tribes of the Iroquois Confederacy, who lived in what is today
known as New England, that they used the tribal model as the
model for our democracy. That model elected representatives, an
upper and lower house, and a supreme court (made up of entirely
women).

At the same time the founders of America were copying the
Iroquois form of democracy, the idea of democracy and a middle
class was still considered unrealistic in Europe - all while a
powerful middle class and democratic society were blooming in
the United States.

Today, in the Information Age, the middle class is slowly dying

Two M[I~( • ONE MESSAGE
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and so is democratic capitalism. Unlike any other time in history,
there really is a very wide and growing gap between the haves
and have-nots. Are we going backward, into the Agrarian Age,
when there was no democracy and only two classes, or will we
evolve into a new form of capital ism and democracy?

Problems On The Horizon

Just as we are only now becoming aware of the effects of
global warming, we are also only now becoming aware of the
effects of the lossof our middle class. Currently, most members of
the middle class feel safe and secure. They are content, even
though most are aware that we have problems on the horizon.

They feel safe because they believe their government will step
in and take care of them and protect them. Little do they know,
there is little that government can do to protect them.
Governments, even the U.S. government, cannot protect their
people as they once could simply because the problems are now
global problems. For example, the price of oil is determined by
countries outside the control of the Un ited States. Terrorism is not
a war against nations. Terrorism is a war against ideas. A terrorist
can strike anywhere and disappear into the populace. And
globalization, causing the loss of so many American jobs, is the
problem of multinational corporations becoming richer and more
powerful than many countries. This globalization has also been
made more possible through the World Wide Web making
communication instantaneous anywhere in the world.
Communication has become possible any time any where.

On the home front, just as environmentalists are noticing that
some species of frogs are disappearing, economists are noticing
that pensions and health care are disappearing for the middle class
and poor. In a few years, the biggest baby boom generation in
history begins to retire all over the world. Most governments do
not have the financial resources to keep their promises.
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Businessmen, Not Politicians

People expect their elected government officials to take care of
the growing problems facing the poor and middle class. Donald
Trump and Robert Kiyosaki are not politicians (although there is a
strong movement brewing for Donald to run for president). They
write this book as entrepreneurs, investors and educators.

Instead of promising to solve your problems, they want you to
avoid becoming a victim of the problems. Do not expect your
political and government officials to provide solutions. Do not
think you are entitled to a secure, prosperous and healthy life.
Instead Donald and Robert want you to become rich and become
part of the solution to the problems we face as a nation and the

world.

Not A How-To Book

When it comes to money, many people want to be told exactly
what to do. They often ask specific questions, such as, "I have
$25,000. What should I do with it?" When you tell people that
you do not know what to do with your money, they are happy to
tell you what to do ... and their recommendation is that you give
your money to them.

This book is not a how-to book. Donald and Robert will not be
telling you what to invest in. They will share with you how they
think, why they win financially and how they see the world of
money, business and investing.

A Matter Of Vision

Most rich people do not want you to know what they know or
their secrets to becoming rich. But Donald and Robert are
different. They want to share their knowledge with you .

One of the definitions of leadership is vision. This book is
~. . about vision, about seeing what most people never see through

llh.e eyes of two men WhO. have won (and occasionally lost) at the

u n Two MEN. ONE MESSAGE
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game of money. Why We Want You to be Rich is a book about
how these two men think and why they think the way they do.

Through their eyes you will gain additional insight into how you

can improve your financial future.

A Word Of Caution

In the world of money, there is another word often used ­

transparency. Transparency has many definitions. Three definitions
applicable to this book are:

1. Free from pretence or deceit.

2. Sheer enough to be seen through.

3. Readily understood.

People want greater vision so they can seewith their own eyes

and make their own decisions. Because our educational system

does not really teach people to be financially literate, people
cannot see. And if they cannot see, there is no transparency. Due

to this lack of vision and transparency, people are simply investing
by giving their money to someone else to invest. They blindly

follow the advice of "work hard, save money, invest for the long

term in mutual funds and diversify." They work hard and follow

this investment advice because they cannot see.

A word of caution: If you believe that working hard, saving

money, investing for the long term in mutual funds and diversifying

is good advice then this book may not be for you.
Donald and Robert do not invest in mutual funds because

mutual fund companies are not required to be transparent; they
are not required to disclose their true expenses. Since most
amateur investors cannot see, this fact does not bother them.
Professional investors, as Donald and Robert are, require
transparency in all their investments.

While the financial advice of saving money and investing in
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mutual funds may be good advice for the poor and middle class,

it is not good advice for people who want to become rich . This

book is about seeing through the eyes of two rich men and

understanding a world of money very few people get to see.

How History Affects Today

This book will also discuss how history has brought us to this

financial state of emergency. Some important dates are:

1971: Our money stopped being money and became a

currency when it ceased being backed by gold. This is the

year that "saving money" became obsolete and bad
financial advice. Today, the middle class has very little in

savings.

Could it be because they know that savings is an
obsolete idea?

~.;.. .l

1973: The first oil shock was felt. It was a political problem.

However, today the current oil shock is an actual supply

and demand problem that wi II affect all of us. Some of us

will get richer, but most of us will become poorer as a result

of today's oi I shortage.

How will the current oil crisis affect you?

1974: ERISA, the Employee Retirement Income Security Act

was passed. ERISA eventually led to what we now know

as 401 (k) plans. Few law changes have affected so many

of us as this one. The 401 (k) was originally an arcane

subparagraph in the u.s. Tax Code originally created only

for high-income CEOs and executives looking for a way to
shelter a few more dollars. It became a revolution in
retirement savings after the IRS ruled in 1981 that workers
could use the same rule. The problem is that the 401 (k) is
a savings plan and not a retirement plan. Many workers

Two M!'J~ • ONE MESSAGE
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who have 401(kls will not have enough money to retire on
simply because the 401 (k) was designed for very high­
income executives, not lower wage workers. In simple
terms, the 401 (k) savings plan will not be adequate for
approximately 80 percent of all workers, especially those
making less than $150,000 a year. Millions of middle-class
workers will be downgraded to the poor class even though
they have a 401 (k) plan today.

Do you have a 401(k)?

1989: The Berlin Wall came down and the World Wide
Web went up. In other words, communism, an economic
system designed to protect the workers, failed. At the same
time, in the same year, we entered the Information Age.
Suddenly young Internet millionaires and billionaires were
being created while baby-boom workers were losing their
jobs.

Many older workers have to work for younger workers
simply because they are not technically current. Instead of
receiving pay raises as they did in the Industrial Age, many
older workers are receiving pink slips because their years
of education and experience are obsolete.

Are your skills obsolete?

1996: The Telecom Reform Act was passed. This Act
allowed the world to be connected via fiber optic cable,
facilitating globalization. This meant that white-collar jobs
could be exported. It now makes economic sense to hire a ­
programmer, doctor, lawyer and accountant in countries
where the costs for these services are much lower due to
the lower cost of living abroad.
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Are you working in an area that fiber optic
cable could change?

2001: China was admitted into the World Trade

Organization (WTO). Today, America and many Western

nations such as the G-8 nations have become consumers

rather than producers. This sets up a huge balance-of-trade
problem and also takes away our factories.

Many small businesses are not able to compete with

companies like Wal-Mart, who has direct lines to China's
factories.

Today in America and other Western nations, our middle
class is shrinking as the middle class in China and India is

growing.

Do you consume products manufactured overseas?

2004: During the Kerry-Bush debates, there was talk about

the outsourcing of American jobs. But there is a bigger

problem both parties avoided. There was little said about
the outsourcing of American debt into the hands of

foreigners.

While there is much discussion about illegal immigrants in

our work force , there is a more serious immigration

problem not being discussed: the amount of foreign capital

that keeps the United States. afloat. In 2004, 44 percent of
our Treasury debt was owned by foreigners. No leading
country in history has ever incurred this level of foreign
debt. As a nation we cannot afford the payments to service
this debt, and there is a limit to the amount of our debt the
world will tolerate.

Are you able to service your own personal debt?

lWQMEN • QNE MESSAGE
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This book is not a political book. It will not blame Republicans
or Democrats, Liberals or Conservatives. This book is about

money, financial education and the effects of a lack of financial

education and money management. It is about protecting yourself

from national money mismanagement. Today's problems are

bigger than our government can handle. That may be why our
politicians avoid discussing the real problems.

The United States has the highest standard of living in the
world. We have attained that high standard of living by becoming

the greatest debtor nation in the world . The U.5 . dollar is also the

world's reserve currency and so far, the world has allowed us to

print as many dollars as we want. Is this a fairy tale scenario or a

nightmare? Donald and Robert do not think this fantasy can last

much longer. They expect a global correction on a massive scale.
Unfortunately, the poor and middle class will be hurt the most.

And this is why they want you to be rich.

This Book Is Not About Changing The World

This book is not about changing the world . This book is about
changing you so that you do not become a victim of a changing
world. The world is changing rapidly. Politicians and government

bureaucracy cannot change fast enough or protect everyone from

these shifts.

It was recently announced that Bill Gates and Warren Buffett

have joined forces to solve some of the world's most pressing

problems. This is commendable as money does have the power to
solve many of our world problems, such as hunger, affordable

housing, and hopefully many diseases (such as cancer and AIDS).

Money Cannot Solve Poverty

The one problem money cannot solve is poverty. While there
are many underlying causes of poverty, one of the causes is a lack
of financial education. The problem with throwing money at the

WHY We WANT YOLI To BE RICH u mU_______ _ u
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issueof poverty is that money only creates more poor people and

keeps people poorer longer. This is why Donald and Robert are

teachers. They know that the one true solution to worldwide
poverty is financial education, not money. If money alone could

solve poverty, they would donate their money. But since money

cannot solve poverty, they donate their time. In addition, a portion

of the profits of this book will be donated to charitable and

educational organizations that also teach financial literacy.
As your financial education increases, you will start to

recognize financial opportunities everywhere. Once you become

rich, you may choose to help change the world as well. This is
what Donald Trump and Robert Kiyosaki have done. This is why

they have joined forces as teachers.

As you read this book you will seethe voices of two men, from

two different backgrounds, with two different perspectives, and
two different voices. Robert is a story-teller and uses dialogue

often in his writing. Donald is direct and to-the-point, using as

few words as possible. We have used two different typefaces to

emphasize their two voices (Garamond is used for Robert and
Trebuchet is used for Donald).

Can you read this book with an open mind? If so, you will see

the world through the eyes of these two successful men and you

may expand your own mind-set about money and what is possible
for your financial future.

To your financial future of freedom,

Sharon Lechter

l
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CHAPTER ONE

MILLIONAIRE
MEETS BILLIONAIRE

Robert's View:

Chicago: November 6, 2005

It is early Sunday afternoon. Tens ofthousands ofpeople are attending a

large Real Estate Exposition put on by The Learning Annex in Chicago. The

convention hall is filled with exhibits and displays of wealth-building

investments and opportunities. In smaller classrooms, instructors are sharing

their knowledge and wisdom about how the attendees can build their own

personal fortunes. The cavernous hall is filled with a buzz that is contagious.

People are excited about what they are learning and how it can alter their

financial destinies.

Backstage, in the large room where the production crews are working,

there is a different excitement. It is a quiet, electric excitement. A long, black

limousine has pulled up and people have begun ro whisper, "He's here!

Donald Trump has arrived."

I am standing with my partner and co-author, Sharon Lechter, in the

green room, a private lounge where the main speakers wait before going

onstage, so I do not see the limo arrive. But when I see two police officers go

past the door of the green room, I know Donald Trump is about to enter. I

hurry out to make way for him and his approaching entourage.

Standing outside the green room, I can seea tall, imposing figure stepping

OUt of the limo. It could only be Donald Trump, his silhouette known to

millions of The Apprentice viewers from around the world. Those of us

fortunate enough to have backstage passes spontaneously form two lines.
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Almost on cue, Donald Trump walks between the two line s of admirers,

smiling and nodding. It is a greeting reserved for royalty or heads ofstate. If
it had been Hollywood, a red carpet would have been ordered.

Bill Zanker, founder and CEO ofThe Learning Annex, greets Donald,

shows him into the green room and shuts the door.

"Oh my God!" gasps a young woman. "H e's even more impressive in real .

life." "I cannot believe how tall he is," says another young woman. "Did you

see his hair?" asks another. For the most part, the men in the group are silent.

The door of the green room suddenly opens. Those who can peek in see

that Donald is talking to reporters. Bill Zanker exits and walks over to me.

"Areyou ready to introduce Donald?" asks Bill. "Rich Dad'sRobert Kiyosaki

introducing The Donald. The crowd loves it."

Donald Trump emerges from the green room and walks over to where

Bill and 1 are standing. After a few private words with Bill, Donald turns to

me and says, "Hello again . You're introducing me?" I nod in response.

"Great, 1 see you're still on The New fOrk Tim es best seller list," says

Donald. "That's amazing." Then he lowers his voice just a notch. "I want to

talk to you about something. Have you got time right now?"

"Ofcourse:' I reply.

"You're the number one personal-finance author, and I'm the number

one business author. We should do a book together. What do you think?"

Stunned by the offer, 1am speechless.

"That's a great idea!" Bill Zanker says,jumping in to fill the void caused

by my silence. "It would definitely be a best seller."

Finally, 1 recover and feebly reply, "Great idea. Let's do it."

Knowing that Donald doesn't care to shake hands, 1 risk extending my

hand to see ifhe is serious about this book idea. He is, and we shake. Donald

then turns to Keith, his imposing bodyguard, and says, "Give Robert my

card:'

Keith, the six-foot-three bodyguard suddenly stops being an intimidating

figure, smiles, breaks out a gold card case and hands me one of Donald

Trump's personal business cards.

"Call me the next time you're in New York, and we'll begin putting the

••'.3.7 «roo To 8E1gt . '>
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book together," says Donald. "I'll introduce you to Meredith. She'll help us

on the project."

At this point, I introduce Donald to Sharon and, once again, we shake

hands.

It is show time, so I turn and head for the stage where more than 24,000

Chicago fans in the main hall and satellite rooms are waiting for Donald

Trump. As soon as I am finished with my briefintroduction, the theme song

from the megahit television show, The Apprentice, comes on, thousands of

gold balloons fall from the ceiling, and the crowd erupts with applause as

Donald Trump walks onstage.

The Long Ride Home

Flying home from Chicago to Phoenix, the reality of the handshake set

in. "Who am I to write a book with Donald Trump?" I kept asking myself

''And what would we write about?"

"Care for a blanket?" the flight attendant asked, snapping me out ofmy

turmoil,

"No, thank you; I replied with a smile.

As soon as the flight attendant left, the idea, "We could write about real

estate;' popped into my head.

With that thought, my personal critic chimed in, the critic who had been

torturing me ever since the book idea was proposed. My critic cynically asked,

"Youand Donald Trump write a book on real estate? When it comes to real

estate, Donald Trump is in the major leagues, and you're in the Little League.

He builds skyscrapers in New York.And what do you own? A few apartment

houses, a few low-rise commercial buildings and some raw land. Besides, he's

a billionaire, and you're only a millionaire."

Until now, I had been pretty satisfied with my accomplishments in life.

But when considering a book with Donald Trump, my successes and

accomplishments seemed very small and inconsequentiaL Instead offeeling

honored to be asked to write a book with Donald Trump, I felt miserable.

"What can we possibly write about?" I asked myselfover and over again as the

plane flew from Chicago to Phoenix.

e .. Two MEN • ONE MESSAOE----_......._--- - _ .:...:..-
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Two Long Weeks

Although Donald had asked me to call Meredith McIver, the person he

wanted to coordinate the book between us, I did not call right away. Finally,

after two weeks had passed, Bill Zanker called from New York and asked,

"Have you called Donald?"

"No, I haven't;' I replied.

"Wh ~"Ynot.

"Because I'm turning into a chicken; I said and uttered a few chicken

sounds. "Besides, what would we write about? He and I are both

entrepreneurs and we both invest in real estate, but his financial statement

has a few more zeros in it than mine."

"OK, OK," I replied. "I'll call her

right now." Before I could lose my

nerve, I hung up with Bill and dialed

Meredith's number.

"Hello, this is Meredith McIver."

And this book was born.

"Robert , just call Meredith and

find out;' Bill said kindly. "Just talk to

her. She's waiting for your call ... so call

her now."

- Robert T. Kiyosaki

I want people to know

because it's how I

Most rich people don't

want others to "KrlOW how

they got ricbl""ffiuch less

tell people about

their failures ...

"Oh, cut it out;' said Bill. "You've sold over 26 million copies of your

books. You'reknown all over the world. You've been on The New 1'Ork Times

:1•••••••11.,,, ,, best seller list for fiveyears. Fiveyears!

Only three other books have been on

that long. Don't sellyourself short. You

are both best-selling authors."

"Yeah," I responded sheepishly.

"But he still has more zeros and

commas. His buildings are taller. He

has a hit prime-time television show.

We both play golf - but he owns golf

courses.What would we write about?"

learned so much. I want

people to know that, rich

or poor, we all have

financial problems.

' fWHY WE WANT You To BE RICH
~------_......._---_......----
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The Boardroom

December 12, 2005

I was in New York to record a television program for PBS and to meet

with Yahoo! Finance. Since I was to be in New York anyway, Meredith and

I had agreed to meet to see if we could find the perfect book concept. On

December 12th, my wife, Kim, and I took a cab to Donald Trump's office ...

not just his office, his office building.

For those ofyou who have seen The Apprentice, you are probably familiar

with the gilded entrance to Trump Tower on New York City's famous Fifth

Avenue.Standing on the sidewalk like a country bumpkin, I leaned back and

let my gaze climb the heights, story after story until my eyes finally found the

point where the building and the sky met. Trump Tower is definitely a lot

bigger than any building Kim and I own. Though I had walked by the

building many times, it looked much taller when I knew I was going inside

for a meeting with Donald Trump himself

Being on Fifth Avenue brought back so many memories. I remembered

looking up at buildings like this when I first came to New York to start school

at the Merchant Marine Academy in 1965. I was a poor Hawaiian kid in the

Big City for the first time, and I was definitely not allowed into buildings

like this one. The movie The Graduate was popular at the time, and my friends

and I would roam this area hoping to find our own Mrs. Robinson.

And here I was, 40 years later, invited by Donald Trump to his office and

his building. At that moment, I had a major reality check.

Most people consider me to be very successful. I have made and lost

millions ofdollars following the principles that I share in the Rich Dad books.

But standing in front of Trump Tower, I suddenly realized how far I had

come. It was an incredible feeling.

I remembered one of Donald's favorite sayings, "Think big!" Just by

standing in front of his building, I realized how much bigger my thinking

was that day than it was when I had first arrived in New York. "Wow!" I said

aloud. Kim just squeezed my hand.

Taking a deep breath, I entered Trump Tower with Kim and proceeded

to the elevators where security guards greeted us. Once cleared, we entered

Me, Two MEN • ONE MESSAG£------------- -----_............_- _.-:.....:.- .;,,;.,,;....._-
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the elevator and rode it to one of the top floors where Donald runs his

empire.

Ifyou have watched TheApprentice. you are familiar with the entrance to

Mr. Trump's office with the attractive receptionist guarding the door. (For

those ofyou with inquiring minds, Donald had a replica ofhis office built a

few floors below his office for the television show. Instead ofwalking into his

real boardroom. he takes an elevator down and walks into the replica ofhis

boardroom.) Although I had watched the program many times, never, and I

mean never, did I ever think that I might one day be walking into Donald

Trump'sworld.

It was a strange experience to feel like I was on the set of the show. My

mind continually flashed back and forth between the television show and

real life.

The first person to greet us, once the receptionist had us take a seat, was

Keith, Donald Trump's giant bodyguard . When he saw us, Keith took the

time to greet us warmly as ifwe were old friends. He sat down next to us and

made us feel completely at home. I could not believe how gracious he was as

he told us about his previous career as a New York City detective and his

current career as a personal bodyguard for Donald. He stayed with us, offered

us water and kept us company until the door to the main office opened and

Meredith walked in.

Meredith is the classic young New York City executive woman, an

attractive woman who would be perfectly at home in London, Paris, Sydney,

Tokyo, Toronto or Beijing. She extended her hand and offered us a warm

smile as she said, "Great to finally meet you."

After thanking Keith for his graciousness, Kim and I followed Meredith

through the glass doors and into the boardroom, the real boardroom. As we

took our seats, my mind again began to flash to scenes from the television

program, with male and female apprentice candidates sitting across the table

Donald and his advisors. I silently asked myself. "What are you doing here?

How did you get here?" (Actually, the words I really used were, "What the

(bleep) am I doing here?" And, "H ow the (bleep) did I get here ?") I'm sure

more than one apprentice has thought the same thing.

WHY WE W ANT You To BE RICH- _._..... :-_--""-----................._---,;......-
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After a few minutes ofchatting, Meredith asked, "What would you like

to write about?"

"Well, 1am very concerned about poverty," 1replied. "I believe we could

write about what we would do to end it. The tide could be Ending Poverty."

Meredith nodded. "That could be a possible subject."

"Or, I'm concerned about how the rich are getting richer, but America as

a nation gets poorer. We could write about the demise of the middle class

and the poor; how high-paying jobs are being exported to China and India.

I've also been concerned for a long time about pensions disappearing and

Social Security and Medicare going broke just as baby boomers begin to

retire."

"Mr. Trump is also very concerned about those issues;' Meredith said.

"He wrote a great book about it."

"TheAmerica JfeDeserve;' Kim said.

"Yes;' replied Meredith. "He wrote about his concern with those issues

aswell as the threat ofterrorist attacks even before the attack on September

11th."

"Before 9/11 ?"asked Kim.

Meredith nodded, "He has a whole section not only on terrorism, but

he also talks about the out-of-control national debt. But he doesn't just

identify problems; he also goes into his unique solutions."

Kim nodded. She had loved the book.

Meredith continued, "There is a lot more to Mr. Trump than simply

television shows, beauty pageants, casinos and real estate. Anyone concerned

with our current global problems and how to solve them should read his
book."

"So we definitely have some issuesin common. Youknow, we met at The

Learning Annex. We have both been teachers for that organization for years.

1find it interesting that such a rich and famous celebrity as Mr. Trump would

come speak to the general public. In fact, 1have been curious about why he

teaches. But we're both always in such a hurry, 1 never get a chance to ask
him."

"He's a natural teacher," Meredith said. "I've seen that over the years

.. ..
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working for him. Just look at The Apprentice. When Mark Burnett proposed

the idea for the show to him, Mr. Trump insisted the show have educational

value or he wouldn't do it."

"Exactly:' Kim said. "I watch for the lessons in business. And 1 like

learning how he handles different situations. But the best part is how he

shares the thought process behind his actions. 1 like knowing why he fires

someone."

1said, "TheApprentice is entertaining as well as educational. 1 don't feel

like I'm wasting my time. 1 always feel I've learned something practical,

something 1can use."

"Maybe the angle ofthis book is that you are both teachers,"Kim chimed

in. "Atter all, you both are entrepreneurs and real estate investors. You

founded a gold-mining company in China and took it public, also a real estate

investment company, a silver-mining company in South America and an oil

company. Lots ofpeople know that, just like they know about Trump Tower

and Trump Place. But they don't know the two ofyou are teachers."

"I failed to find oil:' 1said sarcastically.

Kim laughed. "Not every business succeeds,"she said.

"And Mr. Trump has not alwayssucceeded:' added Meredith. "He's had

his challenges, too."

"He was very public about his financial challenges in The Art ofthe

Comeback:' Kim said. "That was a great book, too."

Meredith smiled and nodded, "In spite ofyour financial challenges, you

have both been very public about your successesas well as your failures. Tell

me, why have you been so open about your financial troubles?"

"Because 1 want people to know - it's how 1 learned so much. 1 want

people to know that, rich or poor, we all have financial problems," 1answered.

"Exactly! Mr. Trump is the same. He truly wants people to learn. That's

why he shares his wins as well as his losses. How many other rich people will

do that?"

"Not many," 1 said. "Most rich people don't want others to know how

they got rich ... much less tell people about their failures ... and that includes

my rich dad's family:'
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"How so?"

I looked to Kim, and she smiled reassuringly. ''After I wrote RichDad
poor Dad;' I said, "I took the book to his family, and the family asked that

their family name not be disclosed in the book ... even though I said nothing

bad about my rich dad. They simply didn't want anyone to know how they

got rich. So to respect their wishes, I have not disclosed the name ofmy rich

dad."

"And has that caused you problems?" asked Meredith.

"Yes;' I replied. "Some people have even called me a liar, saying there

never was a rich dad."

"It's ridiculous;' Kim said. "All Robert was doing was respecting the

wishes of people he cares about." She looked frustrated. This was a sore

subject for both ofus. "Most rich people want to keep their successsecrets to

themselves."

"Which is where you and Mr. Trump are different from other rich

people," smiled Meredith. "You are both teachers and are willing to share

what you know, in spite ofthe criticism."

"Mr. Trump is criticized for teaching and sharing his knowledge, too?"

asked Kim.

"Oh, yes.More than you know;' said Meredith. ''A lot ofpeople think he

talks and writes and creates educational products like his TV show and his

board game because he wants more publicity or more money. While he does

make more money and the publicity is good, his primary motive is to teach

and educate people. He really wants others to become rich. He is very

concerned about the financial situation our nation and people face. He is

worried about how mismanaged our economy is and how it will affect the

world. He wonders why there is no financial education in our schools. That's

Why he is very generous with his knowledge."

Suddenly, there was a knock on the door. It was Rhona, Donald's personal

assistant.She said, "Mr. Trump will seeyou in fiveminutes, and he apologizes

for the delay.He hates to keep people waiting, but he was tied up on a phone
cal],"

"Not a problem:' I said. "The extra time with Meredith has been useful:'
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After Rhona left, Meredith stood to lead us out of the boardroom. I

looked around the plush interior and thought back to places I had worked.

"You know:' I said, "Donald and I both had rich dads who we learned from

and often worked for. So, in many ways, we were both apprentices as

youngsters."

"So maybe what you have in common is that you really are teachers, and

you can become mentors to the world:' Meredith said as we headed out ofthe

boardroom and across the hall to Donald Trump's office.

A Meeting OfMinds

"Welcome:' Donald Trump said, standing up from behind his desk. "My

apologies for keeping you waiting."

"Not a problem," I replied as I looked around his office, noticing all the

awards and plaques and presents from people all over the world. Beside his

desk was the radio equipment he uses for his weekly radio show. It was all

very impressive.

After the usual pleasantries , we got around to why we were meeting in the

first place. "So what should our book be about?" asked Donald.

"I believe we've all had the same question:' 1replied. "Since there is such

a wide gap between our respective real estate dealings as well as the size of

our respective financial statements, 1don't think we match when it comes to

money. After all, you're a billionaire, and I'm a mere millionaire."

Donald chuckled. "Don't ever put down being a millionaire. Billions of

people would love to trade places with you financially."

"I realize that, but there is a definite difference between millions and

billions. After all, today, there are many millionaires who are actually broke."

"W hat do you mean, exactly?" asked Donald.

"Well, we allknow people whose homes have increased in value but their

incomes have not. For example, 1have a classmate from Hawaii who inherited

his parents' home after they died. Since the real estate prices have skyrocketed

and th e house has no debt on it, he is technically a net-worth millionaire, but

he and his wife still struggle financi ally because the y earn less than $90,000 .

a year. They have three kids in school and are struggling to figure out how to
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afford their college educations."

"So they are asset-rich and cash-poor;' said Donald.

"Yes. They are millionaires on paper, but very middle classin reality.Ifone

ofthem or their children becomes ill, they could easily slip into poverty."

"That does happen to a lot ofpeople, especially after they retire and stop

working. They have to selleverything if they become ill, just to survive;' added

Donald with a somber tone.

"And the problem will grow as the baby-boom generation retires in a few

years."

"Yes, I know;' said Donald. "Even more than Social Security, Medicare is

the biggest debt our nation bears. I don't know how we will afford to pay for

75 million new retirees, their health care, their medicine and their long-term

care once they gtoW really old. I worry about my kids' generation and how

they will afford to pay for our generation's financial dependence upon our

government."

"Maybe that is what we should write about;' I said.

"Well, I already did write about it in TheAmerica Tfe Deserve.Though it

never got the readership I would have liked. I think it was my best book

because it was about the problems we face, not just about getting rich. But it

didn't sell nearly as many copies as my other books."

"I had one of those books, too," I said. "It was Rich Dad's Prophecy,

released in 2002. It's about the demise of the stock market when baby

boomers retire and the inadequacies ofour 401 (k) plans. It's also about how

a lot ofworkers will lose their pensions and retirement in the near future."

"And it didn't sell either?" asked Donald.

"No. Like your book, many people said it was my best book, yet it didn't

selllike it. But even worse was the Wall Street publications that didn't believe

my predictions."

"What happened?" asked Donald.

"It upset me for a while. And frustrated me. Then, just a few months ago,

both the New JOrk Times Magazine and TIME Magazine ran cover stories

sayingalmost the same things I was saying in 2002:'

"And what did they say?" asked Donald.

H'



28 I CHAPTER ONE

Since I had both publications with me for my PBS show, I pulled them

out ofmy briefcase. "This is the October 31, 2005 issue of TIME Magazine.

The cover headline is, 'The Great Retirement Ripoff.' The subtitle says,

'Millions ofAmericans who think they will retire with benefits are in for a

nasty surprise . How corporations are picking people's pockets - with the

help ofCongress.'"

"Yes! I did read that," said Donald. "I remember that part about

corporations picking pockets with the help ofCongress. The article said the

rich are stealing from the workers, legally,with the government's help."

"That's how I read it, too;' I said.

"And what did the New l'Ork Times Magazine say?" asked Donald.

Lifting up the second publication, I said, "Well, the cover on October

30, 2005 reads, 'We Regret To Inform You That You No Longer Have A

Pension.' The subtitle states, 'America's next financial debacle.'''

Donald nodded. "You and I have been concerned about many of the

same things."

"It seems that way.That's why I teach, write and create board games. It's

not for the money, although the money is good. There are far easier ways to

make money. I teach and create educational products out ofa deep concern.

I believe our country is in trouble and so are millions ofour people."

"Me, too; said Donald. "When you and I do Learning Annex talks, we

often travel for two days, just to deliver a talk. That's a lot oftime and energy

for a two-hour talk. As you say, there are much easier ways to make money."

Kim and I nodded in unison. Kim, who teaches as well, added, "We all

make more money, much easier money, in real estate and other investments.

Yet teaching is our passion. It is passion that gets us on those planes to Byall
day, spend a night, deliver a short talk, and then By back home. It's sure not

the money."

Donald agreed. "When we speak to those thousands of people at The

Learning Annex events, don't you feel for those people? Here they are,

spending time and money to listen to us. While some are already rich and

some will become rich, many will face lives of constant financial struggle. .

That breaks my heart."
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"Maybe this is what you need to write about:' said Meredith. "Maybe

people need to know why you want them to be rich. What your concerns

are."

"Also," interjected Kim, "why you two keep working even though you

don't have to. You both have enough money, but you're not planning to retire.

Why not write about what keeps you going ... what really drives you. Isn't

motivation more important than money?"

"Well, I teach because I like to teach:' said Donald. "But I am truly

concerned. I hope I'm wrong, but I think America is in financial trouble. I

believe out government has been grossly mismanaged. Now, I'm not saying

it'sbecause ofthe Democrats or Republicans. It's senseless to point the finger

and blame one group or another. I'm afraid the middle class is in trouble and

shrinking no matter which party is in charge. As I have often said, I'm afraid

many of today's middle class will become the new poor, or worse, slip into

poverty, even after years ofhard work."

"Maybe we should write a book about ending poverty through financial

education:' I said. "After all, it is the lack offinancial education that got us into

this mess.Why not let financial education get us out?"

"Great idea, but we need to let people know how to savethemselves before

we attempt to end poverty on a global scale ... which may take generations.

We need to do that first - before we can hope to change the education

system."

He continued: "In just a few years, millions ofbaby boomers will retire,

the government will have to admit it is out ofmoney, the price ofoil is going

through the roof Out dollar is dropping in value, inflation is out ofcontrol,

and we are still at war in the Middle East. We need to have some answers for

those who are searching for answers now. We need to teach people to be rich,

or at least how to survive the next few years today ... not tomorrow."

At that moment, I knew why we were coming together to write a book.

Two MEN • ONE MESSA¢f
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Donald's View

The Beginning

The first time I met Robert Kiyosaki was one of those big surprises

that life likes to give us now and then. I knew of Robert's credentials,

namely having sold millions of books and remaining on The New York

Times best seller list for five years. These are no simple

accomplishments. I expected him to be a powerhouse, and an

intimidating one at that.

I was right about the powerhouse prediction - Robert haspositive

energy that spills out and touches everyone around him. He doesn't

seem to be making an effort to do this . It's just a natural occurrence.

I was impressed by that. What I found disarming about Robert was

that he was very humble , very modest, even self-effacing. This was

the guy who hassold over 26 million books? Amazing. I was wondering

to myself if that was an act, a facade, a role he played for some

reason. I can be skeptical sometimes.

It didn't take me long to figure out that Robert was genuine. After

we spoke a few times , I knew he was sincere and that he enjoyed

teaching - probably as much as I do. When I told him the only reason

I agreed to do The Apprentice was because it had an educational

subtext, Robert told me, "Donald, you're a teacher, on top of

everything else!" Guess it takes one to know one.

We got to talking about the importance of education and he

mentioned the mentor aspect of The Apprentice, and that he and Kim

learned something from it every week.

I asked him what he would do if he knew he couldn't fail, and he

quickly said, "We'd find ways to reach and teach many more people."

It was like I told him at The Learning Annex in Chicago - I was the
top business author and he was the top personal-finance author.
Together we had a great shot at reaching millions of people. But more
than that, it would be fun.
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Robert got what I meant immediately, but I appreciated that he

wanted to think about the book before committing to me. I knew he

was a thoughtful person, that he would do a lot of soul-searching in

order to make the right decision. When he met with me at my office

in New York a few weeks later, he said right off the bat, "I have to

admit I was a little intimidated at first. It was like an inner fight going

on. I didn't know if we had enough in common. But the best person

won - the one who refuses complacency!" Robert was honest with

himself and me, and it confirmed for me why his books have been

such monster hits.

Writing books can be enjoyable, but it's a lot of work, and my

schedule doesn't allow for much extracurricular activity, which is

what writing books can be for me. But I found myself looking forward

to working hard on something new - especially with someone who

shared my concerns and hopes.

Emerson said, "The man who can make hard things easy is the

educator." He also said, "Knowledge exists to be imparted."

When I read Rich Dad Poor Dad years ago, before I ever met

Robert, I remember thinking that Robert had a knack for making

things easyto comprehend. He's a bit of a storyteller, and that is one

of the keys to making things accessible to people. It's another reason

he'sa great public speaker, and people haveoften said the same thing

about me. I don't know if we have that "raconteur" ability naturally,

but it has helped us to help others - and to use stories to make

seemingly complex things a bit simpler.

I know that often when people think of me, they think, "Oh, the

billionaire ..." and it's a bit like having the door shut in my face. My

son, Don Jr., has said that I'm like a blue-collar guy with a big

bankroll, if that's any insight into my persona. He's spent a lot of

time with me, and he knows I'm pretty simple at my core. That
doesn't mean I'm easy, but I do have a simple approach to things.
And while what I do can be very complex, I also know how to break
it down. You don't start with a finished skyscraper - you start with a
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blueprint and a foundation. I'm aware that things take time and

patience, and that applies to education, too.

If you've watched TheApprentice, you know that we are tough on

the apprentices because real life doesn't give a lot of room or

sympathy for excuses. As the old saying goes, Ufe is not a dress

rehearsal. It's the real thing. So there's a certain amount of living on

the edge that's needed if one is to excel. Robert and I are hoping to

make that edge a little less scary and a little more attainable at the

same time.

I will admit that people I know were surprised to hear I was going

to collaborate with another entrepreneur to write a book.

Entrepreneurs very much like being in control, and sharingthe control

is not high on our list of desirable situations. But when you meet

someone who is on the same wavelength in so many ways, it becomes

a pleasure. Joining forces makes us stronger, not weaker.

In fact, one of the weaknesses of many visionaries and

entrepreneurs is the inability to successfully share their visions and

goals. It can be a lonely road. The old saying, It's Lonelyat the top ­

but not crowded, can sometimes be true.

Entrepreneurs are people who like to try something new.

Collaborating in this way is something new for both Robert and me,

and I think we've enhanced each other as educators, speakers and

people by bringing our diverse personalities together to achieve a

whole that is both comprehensive and comprehensible. What's the

point of having great knowledge and keeping it to yourself?

Here's another amusing point: Entrepreneurs are often marked

by avoiding group efforts. They want to be in charge. They want to

do it themselves, have it for themselves, and so be it. At least that's

what the experts have said when analyzing personality types suitable

to entrepreneurship. I guess Robert and I just don't fit the mold. But
I don't think that bothers either of us too much.

What has evolved in this process took on a life of its own, and it
became more than just another book with a proper outline. It has

WHY WE WANT You To BE RI<;H
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become a living example of what we

worked on and lived through
together from our initial meeting to

the day we finished our first draft. It

quickly became a joint effort to

provide financial education to

anyone seeking a better life at a

time when we all need to be

financially equipped for the future
we face. This book is for anyone

who wants to move forward and get
out of their comfort zone. You may ~ ••

be a millionaire already, or maybe not yet, but the lessons here can

apply to everyone, no matter what your current financial
circumstances might be.

I hope you will see the process as one from which you can learn

while being entertained. There is nothing boring about business,

which you are soon to discover. Robert and I have another thing in

common - neither of us likes to be bored. We like to get things done.

So pay attention, keep your focus, and enjoy yourself. Why We Want

You to be Rich - Two Men. One Message has a lot to offer. Tune in,
and stay tuned!

.....
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FREE BONUS GIFTS
Visit

www.WhyWeWantYouToBeRich.com

Think Big
by Donald J. Trump

The Art of Winning
by Robert T. Kiyosaki

Two Audio Downloads

.. \ ..
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CHAPTER Two

OUR
SHARED CONCERNS

Robert's View

Dallas, Texas: February 19, 2006
Once again, on Sunday afternoon, the black limo pulls up to the

backstage entrance ofThe Learning Annex's Real Estate Expo. Once again.

the excitement builds as word spreads, "The Donald is here." And once

again, the police escort comes in first to clear the way, two lines form, and

Mr. Trump walks the gauntlet ofadoring fans.

After about an hour, after the press has left, Donald asks me, "How big

is the audience, and how are they?"

"Tens ofthousands in attendance, and they're a great group. People have

come from all over the world to be here this weekend. They're very excited

about learning and hungry for knowledge."

I was excited, too - but for different reasons.

Since our last meeting, I had read Donald's book, The America UTe
Deserve. The book addresses many of the problems we face as a nation

and as a world, such as terrorism, the national debt and healthcare. The

following are excerpts from his chapter on the healthcare issue.

"The U.S. government's General Accounting Office, an objective

investigative arm of the Congress, paints an ugly picture:

"Unlike Social Security, Medicare's HI program has been

experiencing a cashflow deficit since 1992 - current payroll taxes

and other revenues have been insufficient to cover benefit payments

...... '" two MeN. ONE MESM¢t
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and program expenses ... In essence, Medicare has already crossed

the point where it is a net claimant on the Treasury - a threshold

that Social Security is not expected to reach until 20 13 ...'

"The current Medicare program is both economically and fiscally

unsustainable. This is not a new message - the Medicare trustees

noted in the early 1990s that the program is unsustainable in its

present form."

As to what politicians are doing about this healthcare monster, he

writes:

"Clinton stared at the beast - and blinked. He chose ro avoid the

hard decisions that will have to be made down the road where, as

the GAO points out, they will be much more painful.

"But let's face it , Clinton is hardly the only politician to duck a

tough issue. It will take a new breed ofpolitician to push meaningful

reform. It requires a risk-taker with titanium nerves and vision ."

About long-term healthcare, he says:

"There's one more aspect of the medical-insurance story that is

almost totally off the typical radar screen. This one involves long­

term care. With the baby-boom generation heading toward

retirement and their parents already there, this is a huge issue.

"A few numbers tell the story: The number ofelderly will double to

seventy-five million by 2030 and the number of seniors living in

nursing homes will increase fivefold.

"I know the response: Doesn't Medicaid pay for nursing homes?

This question is often asked by Boomers who figure their parents

will be covered, as they will when their time comes to book some

long-term care.

"Here's the answer: Medicaid was never meant to be a long-term

care provider. And as Senator John Breaux and Representative
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William Thomas have pointed out, 'The growing demand for long­

term care is pushing Medicaid into bankruptcy.'

"Nearly one in two Americans will need some type oflong-term

care, but only one in four can afford long-term private nursing home

care, which now averages $41,000 (in 1999 dollars) a year. Only 1

percent ofAmericans have bought long-term healthcare insurance.

So most are hoping to rely on Medicaid. As things are right now,

they're in for a major disappointment.

"After a short initial contribution, Medicaid will drop out of the

picture until the patient's resources are spent down to the poverty

level. Ifthe patients are your parents, that means everything they've

worked for in life will be gone. And that often means one parent is

left destitute. It can also create a massive financial burden on

families. The Boomer who planned to sail around the world on his

own boat might find himself selling his car to keep mom or dad in

a decent facility."

As I've said, after my first meeting with Donald, I knew why we had

come together to write this book. But once I read The America u-e Deserve,

I knew - without a doubt - what our shared concerns were, why we were

teachers and why we wanted people to be rich.

... - Two MEN .. ONE MfS!W'iE
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In the green room, that day in Dallas, I drew the following diagram:

INCOME

ExPENSES

AssETS LIA8ILmES

Social Security$10 T
Medica" $62 T

"You're saying it's $72 trillion in off-balance sheet obligations?" Donald

asked. "Says who ?"

"Two economists;' I replied. "In 1994, Kent Smetters and Jagadeesh

Gokhale painstakingly spent the time to compute how much, as of 1994,

our government's obligations to the American people were."

"That's a lot ofmoney:' said Donald.

"That 's more money than all the money in all th e bond and srock

markets in the world," I said. "I believe the value of all srocks on the world

srock markets as of 2000 was around $36 trillion and the value of all the

bonds on the bond markets of the world was only abour $31 trillion. We

owe our people more than all the money in the srock and bond markets

combined."

"I knew it was bad;' said Donald, "bur not this bad. We can't pay it."

"O nly if we print more money, which would wipe our the savings of

everyone. One possibility is hyperinflation, bur that wouldn't really solve

the problem. Not only would savings be wiped out, people on fixed incomes
would also be wiped out."

WHy WE Wwr You To BE Rg - ",' j .-,
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"And this is not just an American problem:' Donald said. "While we are

discussingin terms ofAmerican people and American finances, this problem

is being felt around the world. People are living longer, and countries from

Europe to Asia are concerned about how they are going to be able to provide

for the health and welfare of their people."

Back To History

In the 1930s, the German government had printed so much money that

the money nearly lost its value. One story tells of a woman who pulled a

wheelbarrow full of money to buy some bread. When she came out of the

baker's to get her money to pay for the bread, someone had stolen her

wheelbarrow and left the money.

Hyperinflation devalues money. And while the social, political and

financial environments that enabled Adolf Hitler to be elected German

Chancellor in 1933 were complex, his rise to power was in no small part

due to the middle class having their savings wiped out.

Back home, the 1930s brought the Great Depression, leading to

Franklin Delano Roosevelt being elected president. Roosevelt brought in

SocialSecurity in 1935, a solution to a problem we still have to solve today.

In other words, a solution to a problem caused over 75 years ago is again a

problem today - an even bigger problem, in fact. We are trying to solve a

problem with government money,

instead of solving the real problem.

Other government programs that

were meant to be solutions were

Medicare (1955) and Medicaid

(1966). Today, these problems are

much bigger problems, again because

We failed to address the real problem
Soonenough.

In 1971, President Nixon took us

off the gold standard, which is exactly

What the German government did,

Two MEN • Ob!LMJ;;ESl.:loSAOoIG.lIE...'· __
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and today the u.s.dollar is falling and savers find their savings wiped out

with very little left for retirement ... except for Social Security and Medicare,

which are also in trouble. History is repeating itself; only this time the

problem is bigger.

What We Are Concerned About

Donald said it first: ''I'm afraid we have developed an entitlement

mentality as a nation. And I'm not talking about just poor people. Too many

people, from the president and senators on down, expect a pen sion from

the government. I really wish we could afford to solve their problems, but to

do that would bankrupt our nation. We could ask the rich to pay for

everyone, but would it solve the problem? And for how long would it even

solve the problem?"

I agreed. Donald and I want people to let go of the entitlement

mentality and become rich so they can solve the problem ... their own

problem.

Consider the following diagram:

THOUGHTS ~ ACTIONS ~ RESULTS

~
......... ..

The best way to solve the problem ofbad financial results is to change

our thoughts - to start thinking like rich people rather than poor and

middle-class people. That means losing the entitlement mentality ­

whether you are a military officer, government worker, schoolteacher,

employee or just poor. Ifwe do not stop expecting the government to take

care of us, we will continue to have the same results - a bankrupt nation

filled with well-educated but financially needy people.
Albert Einstein defined insanity as "doing the same thing over and over
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again and expecting different results." In this case, it is my opinion that it is

insanity to keep sending kids to school and not teaching them about money.

When you look at the CASHFLOW Quadrant pictured below,

E standsfor employee

S standsfor small-business person, self-employed orspecialist

B standsfor big-business owners suchasDonald Trump

I standsfor investor

I believe we need to train more kids to be Bs, entrepreneurs who create

jobs, and all kids to be investors in the I quadrant. Today, our schools do a

pretty good job educating people to be Es or Ss, but hardly any education is

allocated to be Bs or Is.

Instead ofwalking awaywith a solid financial education, most kids leave

school- some already deeply in debt - prepared only to work hard, save

money, get out ofdebt, invest for the long term and diversify.

Warren Buffett says the following about diversification:

"Diversification is protection against ignorance.

(It) makes very little sense ifyou know what you are doing."

One of the keys to becoming rich is to know what you are doing.
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Back Onstage

"Fifteen minutes," said Bill Zanker to Donald.

"O K," he said. "I'm ready."

As we headed toward the stage, Donald said, "So the reason we want

them to become rich is so they can solve their own financial problems. Too

many people are betting on the stock market, the government or a pension

to be the solution."

"That's a good place to start," I said.

"We'll tell people whywe got rich, not how...and why we keep working

even though we have enough money."

"We want them to find out their own whys, rather than expect a handout

from the government. That's how we can help solve the problem. Obviously

we can't help everyone, because not everyone has the talent to become rich,

but we can help those who do and have the desire to be rich."

"This entitlement mentality is a monster problem;' said Donald.

"Huge;' I agreed.

"Bigger even than the national debt, the falling dollar, the oil crisis and

retirement programs. And those are very big and very real problems,"

Donald added.

"Problems aren't the issue," I said. "We all have money problems ... even

you and 1. It 'show we solve the problem that's the issue."

"That's exactly right;' said Donald. "We, as a nation, cannot solve our

financial problems if we think with an entitlement mentality. It 's this

mentality that 's really at the core ofthe problem. That 's why we want people

to become rich."

As I headed up the stage stairs to get ready to introduce Donald, I said,

"Our financial problems are caused by the waywe think. We have to change

the way we think about money."

With that, I walked onstage ~o introduce Donald Trump to thousands

offans and students.
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Donald's View

Groupthink

As Robert says, "We as a nation cannot solve a large financial

crisis with the same old thinking." I couldn't agree more. This

entitlement mentality is everywhere. In fact, it has become

epidemic in our economy.

I guess we've all probably heard the term "groupthink" by now.

It's that old herd mentality that seems to bring out the best and the

worst in people. By the best, I mean that sometimes a shepherd will

surface. But that's an unlikely scenario. It's usually the wolves that

will surface first, and the herd will be primed and ready to follow.

What we're trying to do here is break up the herd before we are

incapable of seeing, hearing, thinking and doing for ourselves.

! People who are capable of thinking for themselves will rarely be part

of any herd.

While we are focused on the groupthink that keeps people from

thinking for themselves financially and has them blindly turning their

moneyover to financial advisors, it reminds me of another story.

For my radio program on Clear Channel, I decided to speakabout

"Object Orange." This isn't about Jeanne-Claude and Christo's

"Gates" project last year in Central Park, but about something

happening in Detroit, Michigan.

Detroit has a problem with ramshackle, empty homes because
I the city has lost nearly a million people in the last 50 years. A group

of artists in the city was tired of looking at vacant, dilapidated

buildings around town. So they decided to do something about it.

To call attention to the abandoned buildings, the artists secretly
painted the eyesores bright orange overnight. Because it's hard to
miss a bright orange, rundown building, several of the houses have
since been torn down - which was the goal in the first place.
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The artists are remaining

anonymous because obviously they
could get in trouble for trespassing.

They are also hoping other renegades

with paintbrushes will join their

project.
This is a great example of people

taking action and accomplishing

something. They took matters into
their own hands instead of waiting for

someone else to do something about
it. It's unconventional, but it seems to be working.

It's an overused term at this point, but "out-of-the-box" thinking

is obviously alive and well - certainly in Detroit. Artists aren't the

only people around who have the right to exercise that part of the
brain - we all do. Let's try to start thinking like that no matter

where we live or what we do. The worst thing for us, individually

and as a nation, is to become passive observers - or to slowly sink

into our comfort zones.

As I've said before, the best way to have an edge is to live on

one. We are not in a position - even if we are the so-called
superpower - to rest on our laurels. That is the first indication of

impending decline . We've got some challenges ahead, and it's best
to be aware of them. Let's not succumb to the BigGroupthink, which

is really just a good way of sinking our own ship.
Today, more than ever, people must change the way they think

about their finances and their financial futures.

Robertand I want you to expand your thinking. We can all benefit
from the wisdom of Descartes: "I think; therefore I am."

Think bigger!

. We "i....'M 4' t z vet ze..·RICH
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CHAPTER THREE

THE SHRINKING
MIDDLE CLASS

Robert's View

Raising Your Financial IQ

There are many definitions of intelligence. One of the more practical

ones I learned from my rich dad is, "Intelligence is the ability to solve

problems." For example, in school, ifyou can solve math problems, you are

considered intelligent. Out ofschool, ifyou can fixa car, you are deemed to

haveautomotive intelligence. When it comes to money. the bigger financial

problems you can solve, the higher your financial intelligence.

Today, our world faces some serious financial problems. Many are

interrelated problems, one causing the other. Some ofthe more pressing ones

are:

.,.,"

1. Value of the dollar falling

2. National debt increasing

3. Baby boomers starting to retire

4. Oil prices rising

S. Gap increasing between the rich and everyone else

6. Wages decreasing

7. Jobs being exported

8. Social Security and Medicare going bankrupt

9. Savings being wiped out

10. Lack of financial education being taught

•• Two MEN • ONE MESSAGE
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The pressing questions are:

1. What can we do?

2. What are the solut ions to these problems?

3. Is our financial IQhigh enough co solve these problems?

4. How do we avoid becoming victims of these problems?

S. How do we protect our families from falling victim to

these problems?

Many of today's financial problems exist because we did not solve the

problems when they first arose. Rather than increasing the financial IQ of

the population, we taught people co expect the government to solve their

personal problems for them. This is why no politician dares touch Social

Security and Medicare ... even though most ofus know these programs are

doomed.

Now I can hear some of you readers saying, "We need to take care of

those who cannot care for themselves ." And I agree with that. We, as a

civilized society, should take care of those who cannot take care of

themselves. However, most ofus can take care ofourselves ifwe have coand

ifwe have been trained to.

Its time to raise ourfinan cial IQ

Changing Demographic

Because ofthe low financial IQ solutions we used in the past, today our

demographic population is changing from

TOOAY TOMORROW

WHY WE WANT YQu To BE RI~H
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What the diagram shows is that the rich are getting richer, and everyone

else is getting poorer, even though many people are making more money.

Unfortunately, the United States is not the only country heading in this

direction. Many world economies are becoming two-class societies: the rich

and the poor ... classesor masses.

The April 16, 2006, Sunday edition of The New lOrk Times ran a front­

page article with the headline:

"Revival in Japan Brings Widening ofEconomic Gap"

The second paragraph of the article states:

"Today, in a country whose view of itself was once captured in the

slogan, '100 million, all-middle class society,' catchphrases harshly

sort people into 'winners' and 'losers: and describeJapan as a 'society

ofwidening disparities.'''

Inother words, the middle classis being wiped out. Today in Japan, you

areeither rich or poor, a financial winner or a financial loser. The same thing

is happening in America and in many European countries.

The Price OfA Low Financial IQ

In my conversations with Donald Trump, we agreed that we cannot

solve today's complex financial challenges with yesterday's financial

intelligence. If we as a nation attempt to solve Social Security and Medicare

bygivingpeople more entitlement payouts, the golden goose will be cooked

and eaten, and there will be no more golden eggs.

The reason why we write , speak and create educational games and other

products is because we want people to become rich and solve their own

financial problems rather than expect others to solve their problems for

them. We both agreed that by giving people money, we only made the

problem bigger, harder to solve and more dangerous.

Simply said, America is on its way to becoming a well-educated nation

of rich people and poor people. The middle class is becoming extinct. The

problem is our nation is filled with people like my poor dad - a good man,
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well-educated, hard-working, yet

There are many expecting the government to take care of
him when he retired.

definitions for
We've mentioned that in a few years,

intell igence. One of the first ofapproximately 7S million baby

the more practical boomers will begin to retire. This is the

ones I learned from first generation that has contributed fully

my rich dad is, to Social Security and Medicare. The

"Intelligen~e is the ~::~~e:s:;;~:r~::~t~;:::~::~e::~iS
ability to solve There are two more problems: Since

problems." we do not teach much about money in

- Robfnt 7) Kiyosaki schools, many of those 75 million do not

~~li1•••••••• ~~';'~ know what a Ponzi scheme it is. Secondly,
since most did contribute fully, they

deserve to be paid. But ifeach (of the 75 million baby boomers) begins to

collect just $1,000 a month in Social Security and Medicare benefits, the

total added to the u.s. government's payroll is $75 billion a month. This is

similar to the cost of one Hurricane Katrina or one Iraq War - every

month. The good news is you still have time to prepare and avoid becoming

a victim of the coming financial hurricanes ... but not much time.

In Sunday School, I was taught:

Give aperson afish andyoufeed himfor a day. And that is what we

as a nation have been doing. This is the entitlement mentality of

Social Security and Medicare.

Teachaperson tofish andyoufeed himfor life. This is what Donald

and I have been doing. We want people to learn to be rich and teach

others to be rich.

In Teach To Be Rich, a product I created to assist our CASHFLOW

Clubs in teaching others to be rich, I talk about how some people do not

want to give people fish or teach others to fish ... instead they sell people

tiM•WHY WEW~~J You Tg B:~E..:.:Rt~C::.:..H:..-. .......__............. ......_
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, fish. Many of these people are stockbrokers, real estate brokers, financial

planners, bankers and insurance agents. They are in the business ofselling ...

not necessarily teaching or giving. When you put the two words, sell and

fish, together, you get the word seijish. And even though most people in the

business may not be selfish, enough are to make the word ring true. I use it

here to emphasize the importance ofstayingon your guard to be awareofthe

differences between those who give - the teachers - and those who sell.

Donald and I are concerned that most people do not choose to learn to

manage their own money or learn to invest their own money. Instead of

learn, they simply turn their money over to experts and then hope and pray

their experts are truly experts.

In Donald's book, How To Get Rich, he has this to say about financial

advisors ... people who sell fish. The chapter heading says it all:

Be Your Own Financial Advisor

The chapter begins with:

"Many people go out and hire financial advisors, but I have also seen

a lot of these advisors destroy people.

"Athletes, in particular, make a great deal ofmoney at a very young

age. Too often, some manager squanders the athlete's fortune and

they wind up in their thirties with nothing left but their past glory

- and are forced to get jobs just to survive."

We Want To Teach You To Fish

Donald Trump and I do not sell fish. We do not sell investment advice

or tell people what to invest in . We are teachers. We want you to learn how

to become rich, invest your own money and become your own financial

expert. We want to teach you to fish for yourself

Rich Dad's Secret

As I mentioned before, many rich people are secretive. I didn't realize

how much so until my rich dad 's family asked me to keep their name out of

.,..
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RichDad Poor Dad. Many rich people would rather be anonymous. They

either do not want to be known and/or they do not want to share their

financial secrets. That is why I was pleasantly surprised to find Donald

Trump to be so open about his wealth and willing to share his keys to

financial success.

In her book Buffettology, Mary Buffett writes:

"F. Scott Fitzgerald wrote that the very rich are different from you

and me. He was right. But they are different in the strangest ofways,

the oddest being the code ofsilence that they demand offamily and

friends. While married to Peter (Warren Buffett's son), I was

instructed more than once not to speak to anyone outside the family

about Warren and his investment operations. Writing this book

simply would have been out of the question."

After her divorce from Peter, Mary Buffett broke the code ofsilence and

went on to explain in detail how Warren Buffett does it, spilling Buffett's

secrets. It is a great book and well-written. And it does explain Warren

Buffett's secrets. It's Warren Buffett's how-to book, even though he did not

authorize it. However, it is how Warren Buffett does it. It does not mean you

or I or even Donald Trump can do it the same way. Nor we would necessarily

want to. In many ways that will be explained later in this book, both Donald

and I can beat Warren's rates ofreturns on investment. He may be richer, but

we can get richer faster using our own methods and use less money.

You need to find the style and method that is best suited for you. While

it is important to learn from people like Warren and Donald, it is also

important to find your own formula.

I attended a church service of Reverend Vernon Ashe several years ago

in Atlanta that drove this point home. His message was that people must

work through their own processes, for value to be attributed to their goals.

And from the opposite perspective, without the process there is no value

attributed to the goal.

WtmWEwnff You To BE Bpi
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\VhyGetRich?

We want to encourage you to become rich because America and many

other countries are becoming two class societies - rich or poor, classes or

masses. One reason: Ifyou do not decide to become rich, the chances are you

will become poor. In Western nations, the middle class is disappearing ­

slowly, surely and catastrophically. Ifyou want to remain in the middle class,

you may need to consider living in China or India. Rather than squeezing

out their middle classes, China and India are growing their middles classes.

In America and other Western nations, however, the choice is becoming

limited to '" be rich or be poor. The middle class is disappearing the same

waythe polar ice caps are disappearing - slowly, surely and catastrophically.

However, people in China and India's middle class often aren 't livng any

better than many American poor people. So you might as well decide to get

rich in America.

Donald's View

The Shrinking Middle Class
When Robert and I were talking about the shrinking middle class,

it made me aware that some things can be explained. It's like an
hourglass with the middle class the pinched part, or like someone
with a very small waistline.

TOMORROW

Two MEN • ONE MESSAGE
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- Donald /. Trump
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There are no
guarantees, but being

ready sure beats

being taken

"by surprise .A

What happens when you flip the hourglass? Either way you flip it,

you have the poor feeding the rich or the rich feeding the poor. It's

either one or the other. I don't like that visual because it reminds me

of the Old World and aristocratic ways that America revolted against.

Are we headed back that way? Were the colonists just a bunch of

misguided idealists to begin with?

I've been reading some newspapers while enjoying some travel

time, but there were some stories in The Wall Street Journal that

got me to thinking about risk. Just yesterday we heard about three

climbers dying on their way down from Mt. Everest, evidently from

exhaustion, after they had reached their goal. Today we have an

article about the great racehorse, Barbaro, and his terrible injury,

and we have the tragedy in the Volvo Ocean Race, where a young

Dutchman was washed overboard from a yacht. Then, the crew of

another yacht had to abandon ship in an incredible storm, and they

were rescued by the yacht that had lost one of its crew. These are

all experienced yachtsmen, and their seamanship was not in

question. And with Barbaro, tens of thousandsof people went to see

horse-racing history being made and instead saw the horse break

down during the race, an unbelievable tragedy that no one is likely

to forget. Fans had reason to believe they would see a Triple Crown

winner - a horse winning the Kentucky Derby, the Preakness and the

Belmont Stakes - for the first time since 1978. The Wall Street

Journal writer said the grief of the

crowd wasequal to their initial hope and
expectation.

Expectations can lead to surprising

outcomes. There is often a fine line

between victory and defeat, and it

makes me become philosophical in
thinking about it. Sometimes the best­
laid plans can just blow up in our faces
due to uncontrollable events, such as
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weather conditions or an injury or maybe too much confidence (if

there is such a thing). Philosophy is one way to try to comprehend

the inexplicable things and events we all encounter at some point in

our lives.
I've mentioned before that it's important for us to remain intact,

otherwise we become a target. Asmall leak can sink a ship, or a huge

wave can destroy it equally well, as the yachtsmen from the Volvo

race can attest to. Either way, imbalance can create situations that

can keep our equilibrium reeling and out of control.

Our country has been a superpower for a short amount of time,

if you look at the history of the world. The biggest risk we have now

is not being prepared for the future. As we have seen, there are no

guarantees, but being ready sure beats being taken by surprise.

During WWI, the battle of Gallipoli, no one expected a quarter of a

million soldiers to be killed or for the combined British, Australian,

New Zealand and French operations to be defeated and repelled by

the Turks. It came as a big surprise to them - because they didn't

know what they were getting into.

China Today

Globalization is a fact of life in today's environment. As Robert

described China and India as growing economies we must watch, I

simply smiled - as once again we have been thinking alike. Many

people think it will take years for China and/or India to approach

America's position as the largest economic power. But this may be

yet another example of groupthink in process. Both Robert and I have

seen their global impact already.

Recently, I was talking to a friend who lives in Europe, and he

mentioned the huge amount of coverage China gets over there,

compared with what we have about it in the United States. It's a
very big topic there. There are two facts alone about China that will
indicate how that country is doing and where that country is going:
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1. The first Starbucks opened in China two years ago. There are

now more Starbucks in China than in the United States.

2. In the 1970s, Shanghai had exactly one skyscraper. It now has

close to 800.

As a builder of skyscrapers and having a Starbucks in Trump

Tower, I find those two facts staggering. Those are just two

examples, yet easily visualized examples that should bring something

home: China is a big force. Its population is such that one in every

five people on the entire planet is Chinese. China has a vibrant

economy and workforce and has adapted very well to the new

technology. The Chinese are industrious and disciplined. What does

this mean? We can either close our eyes and be blown aside, or we

can study China and position ourselves to benefit from the changes.

India Today

My two eldest children, Don Jr. and Ivanka, who work at the

Trump Organization, were in India recently, so I decided to do some

research of my own. But first a story that happened recently at

Trump Tower:

Last year, an employee of mine was taking a car service to the

airport and was picked up at Trump Tower. The driver was a young

man from India, and it was his first trip as a driver to the airport, but

he was more interested in finding out if his passenger had ever seen

Mr. Donald Trump. My employee replied, "Yes, about five minutes

ago."

The driver was very impressed and said, "You saw Donald Trump

five minutes ago? In Trump Tower?"

"Yes, his office is there, and we work there."
The young man was even more impressed. He said, "You mean

DonaldTrump works?!" He couldn't believe his ears. So my employee
proceeded to explain the reality of my life, which is long hours in the
office, and that we have Post-its, pencils, copy machines and

a+
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everything else that any office has.

The driver remained impressed and then decided to explain some

things about his country while he was navigating his way to the

airport. He gave a history of India that was condensed to a few

minutes. He also explained that there were hundreds of languages

and dialects in his country, a different accent every 30 miles, but

that no matter if you were in the provinces somewhere or in Punjab,

there were two words everybody knew.

It was my employee's turn to be curious, and she asked, "What

are they?"

The driver took his hands off the wheel to act out and say "You're

fired!" with great glee.
My employee had a good laugh and then kindly asked him if he

knew where the airport was, and he said not to worry, he would try

to find it. Which, I'm happy to say, he did and with no problem. He

obviously had a very good sense of direction, as well as a sense of

sharing about his country.

Do we have any sense of the direction India is going? Dowe know

anything about India?

Here are a few facts to get us going:

• India is the world's largest , oldest continuous civilization.

• In the last 10,000 years, India has never invaded any country.

• India is the world's largest democracy.

• India is one of the few countries in the world that gained

independence without violence.

• The art of navigation was born in the river Sindh 6,000 years

ago. (Maybe that's where that young driver was from).

• Sanskrit is the mother of all the European languages.
• India was the richest country on earth until the 17th Century,

when the British invaded.

• Chess was invented in India.
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• India invented the number system. Albert Einstein said: "We

owe a lot to the Indians, who taught us how to count, without

which no worthwhile scientific discovery could have been

made."

• Algebra, trigonometry and calculus originated in India.

• The value of "pi" was first calculated by the mathematician

Budhayana, and he explained the concept of what is known as

the PythagoreanTheorem. He discovered it in the 6th century,

which was long before European mathematicians.

• India is the largest English-speaking nation in the world.

My point is that India is definitely worth looking into and knowing

something about. Plus, 38 percent of doctors in the United States

are of Indian descent, and 12 percent of scientists are as well. They

represent the wealthiest of all ethnic groups in the United States as

well as globally. Education is stressed and many Indians run large

U.S. and global corporations.

India itself has become a major economic force on its own once

again and deserves our attention, not just as a destination point or

a piece of history. India is important to our future, and as globally

aware citizens, we need to spend some time learning about this

fascinating and dynamic country.

It definitely means the world has some very viable competition,

specifically in China and India! Which is good - I've always believed

that competition can get rid of complacency, and fast. Mark Twain

said: "Don't go around saying the world owesyou a living. The world

owes you nothing. It was here first."

That can apply to a lot of things. Let's give that some thought.

How can you use this information to your advantage? The rich will

spot the opportunities, while the poor will hide their heads and

pretend it isn't happening.
Can you spot opportunities that may arise from these economic

changes?

*
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CHAPTER FOUR

How To MAKE
YOURSELF RICH

Robert's View

Solve Problems

Everyone has money problems. If you want to make yourself rich, solve

problems. Identifying a problem creates the opportunity for creating a

solution.

Everygeneration will have its own unique set offinancial problems. For

myparents' generation, their challenges included a Depression and a World

War. Their solution to those problems was to go to school, get a safe and

secure job with benefits, retire at 65, and play golffor the rest oftheir lives.

Many of the World War II generation had a Defined Benefit Pension plan,

savings, Social Security and Medicare. For many ofmy parents' generation,

a good education and a good job were adequate for financial survival.

My generation, the baby-boom generation, faces a set of different

financial problems. Today, a good college education and a good job are not

enough. To make matters worse, jobs are being exported overseas. Today,

fewer and fewer companies have Defined Benefit Pension plans. Because

Defined Benefit Pension plans are so expensive, companies that do have

them are starting to alter them or discontinue them simply to save money.

Companies do not want to pay for employees for life.

In 1974, due to the changing global markets, many companies stopped

offering Defined Benefit (DB) plans and began offering Defined

Contribution (DC) plans, which later became known in the United States
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as 401(k), IRA and Keogh plans. My generation's problem is that a DB plan

is a true pension plan and a DC plan is not a true pension plan; it is a savings

plan. In fact, the 401(k) was never intended to be a pension plan. In other

countries, the problem is the same; they just use different names for their

Defined Benefit and Defined Contribution plans.

In very simple terms, a Defined Benefit plan will cover you for as long

as you live.A Defined Contribution plan will cover you only as long as there

is money in your account. In other words, a DB plan, in theory, will not run

out ofmoney while a DC plan can run out ofmoney. That may be why USA

TOday found that the greatest fear in America today is running out ofmoney

during retirement. Most of us already know that up to 80 percent of the

baby-boom generation does not have enough wealth to fall back on.

The generations following the baby-boom generation, often called

Generation X and Generation Y, will have a different set of financial

problems to handle. If the baby-boom generation does not do a good job

cleaning up the mess left by its parents, there will be an even bigger mess for

Generation X and Generation Y to handle. Generation X and Y will not

only have to handle their own financial problems and the debts of our

country (the biggest debt in the history of the world), they will also inherit

their baby-boomer parents' financial

problems, and maybe even their

grandparents' problems, since we are

all expected to live longer. By living

longer, we may expect to extend our

working years by retiring later, but

what ifwe live longer and are not able

to continue working?

The growing size of this problem,

now in the trillions of dollars, is

daunting. Merely pushing it forward,

on to the next generation, just makes

the problem bigger and more complex.

The bigger and more complex the
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financialproblems become, the higher the financial IQ is required to handle

the problems. We're going to need all the brainpower we can get to solve

this problem.

~' Worst ofall, repeating the cover headline of TIME Magazine, October

31, 2005:

"The Great Retirement Ripoff

Millions of Americans who think they will retire with

benefits are in for a NASTY SURPRISE.

How corporations are picking people's pockets with the

help of Congress."

The lack of financial education in our schools makes it easy for

unscrupulous people, even elected officialsfrom both parties, to legallysteal

from the unsuspecting. So the problem compounds itself

Tell Me About It

Donald and I hope we are wrong, but we sincerely believe America is in

trouble ... and ifAmerica is in trouble, the world is in trouble.

One of the bigger problems in the world today is the rising price ofoil.

Oil is the blood ofthe world's economy. If the price ofoil gets too high, and

wedo not find a better alternative ro oil soon, the world economy will begin

to die. As Donald said to me one day, "If gasoline costs $5 a gallon at the

pump, it does not affect you and me that much. Bur ifyou're earning $10 an

hour, then $5 a gallon will take food from your family." He went on to say.

"Oil affects everything in our economy, and the problem is, we're running

out. Priceswill only go higher. Youand I will be OK, bur millions ofpeople

will be hurt by it."

If oil goes to over $100 a barrel, and I believe it will sometime in the

near future, the economy will suffer - bur you do not have to. You can face

the problem now and be part of the solution.

When I talk to people about some ofthe financial challenges ahead, I get

different responses. One common response is, "Don't tell me about it."

Another response I get is, "We need to think positively. All this negativity
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is bad," or "God will solve the problem."

These responses are from people with low financial IQs. Rather than

facing the problems head-on and asking, "How can I profit from these

problems?" they would rather stick their head in the sand. And this is why

millions, possibly billions, ofpeople will be hurt in the coming years. Instead

of looking at the problem as an opportunity, they choose to put their

blinders on.

WEALTH = ENERGY

My rich dad taught me, soon after the first oil crisis in 1973-74 that oil

and wealth were directly related. He would often say, "Wealth = Energy."

Since I was an apprentice at Standard Oil, on their tankers, beginning in

1966, I had an interest in oil. Rich dad 's explanation was a simple one. He

said, "When the price of energy goes down, our wealth goes up." The

equation looks like this:

r

--
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And for most people, when the price ofenergy goes up, our wealth goes

down.

--

The year 1974, the same year I started my business career as a brand new

Xerox sales rep, proved my rich dad's theory correct. In 1974, high oil prices

had caused the economy to contract. People were not renting Xerox copiers.

Instead, they were canceling their rental contracts. My first sale as a new rep

found me on my knees in front ofthe customer - begging, not selling. I was

begging the customer not to cancel his rental agreement. I remember one

CUstomer saying to me, "Why should I keep the copier? My business isgone."

This is just a small example ofwhat happens when the price ofenergy goes
up.

Instead of making money the first two years, lowed Xerox money. I

owed the company money because every time a customer cancelled a

machine, the commission that was paid to the sales rep who sold the

machine was charged back to the sales rep who lost the machine. I was not

selling, I was starving, and I was nearly fired several times during those two
years.
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Bad Times Can Make You Rich

The good news was, the challenge ofa contracting economy actually

made me a better salesman. Even though I did not make much money back

then, my sales training still pays off today. My businesses are successful

because I can sell - and because I understand the importance of sales and

marketing. In tough economic times, that can give you an edge. As Donald

Trump and I often say, "Ifyou are in business, you need to learn how to sell."

Increasing My Financial IQ

Since oil was in short supply, my rich dad suggested I learn more about

the oil industry. I had been with Standard Oil from 1966 to 1969 as an

apprentice and a ship's officer, a third mate on their oil tankers . Since I had

an interest in oil, I found it easy to learn more about it.

Once I began to win as a sales rep for Xerox, in order to learn more

about oil, I took a part-time position with an oil company out ofOklahoma

that was selling oil and gas tax shelters. Back in those days, an investor could

invest $100,000 and receive a 4-to-1 tax break on his or her investment. In

this example, a $100,000 investment was worth $400,000 in tax write-offs.

So the investor made more money from the oil production and paid much

less in taxes - one reason why the rich got richer.

Selling these leveraged oil and gas tax shelters during this period ofhigh

oil prices taught me some important lessons. Lesson number one was that

not allbusinesseswere hurting because ofthe oil crisis.My eyeswere opened

to the reality that many people were getting richer and richer while others

were getting poorer. With that realization, my financial IQ went up - I

saw another world. After my experience selling Xerox copiers to businesses

and then selling tax shelters to the rich in my spare time, I decided I wanted

to be rich.

H
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1heLesson

Take a look at the equation ...

--

The harsh reality is, as energy prices go up, the wealth ofthe nation goes

down, except for those with the financial IQ to invest wisely.

Yet, ifyou are rich , your equation can look like this :

--
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The choice is yours. You can choose which "wealth =energy" equation

you want.

I became a partner in oil exploration ventures because I wanted to be

on the side of the rich. Today, I continue to invest in oil and gas

partnerships...just as I was doing back in the 1970s and 1980s.

Today, the tax breaks (while not as good as they were in the past) are

still enticing. For the $100,000 I invest today, while not receiving a 4-to-l

write-offlike I did in the past, can still receive a 70 percent write-offplus a

15 percent depletion allowance. That means I receive a $70,000 tax break

when I invest , and for every dollar of income, I also get a 15 percent tax

break, which means I earn more and pay less in taxes. Try getting that with

savings, stocks, bonds or mutual funds. Knowing how to earn money and

pay less in taxes is financial intelligence.

The trick for me was to find an honest oil company. As my rich dad said

to me years ago, "The definition of an oil man is a liar standing next to a

hole in the ground." You can also substitu tegold miner for oil man.

Today, although I make a lot ofmoney from my books and games, most

ofmy wealth comes from my gold mine in China, my silver mine in South

America, and my real estate companies and oil partnerships in the United

States.

Every time a reporter asks me, "Isn't the best way to get rich to write a

book about getting rich?" I chuckle. In reply, I simply say, "If you think

writing an internationally best-selling book and creating an educational

board game is easy, why don't you do it?" In my opinion, it is much easier to

find oil or gold than to write a best-selling book.

Donald Trump and I write books because we are very concerned that

Americans and people allover the world are in for turbulent financial times

ahead. We hope we are wrong, but our concern is that millions of people

will be financially damaged from the financial storms that are threatening.

Our message is, with the proper financial education and preparation, you

can increase your financial IQ and ride the rough waters to become richer

rather than poorer.

hi
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Education Replaces Fear
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Robert's and my message is, with the proper financial education

and planning you can ride out the turbulence of what is happening

in our financial world today and through this education you can

become richer by finding ways to solve the problems.

I am reminded of a simple example of problem solving. When

Robert came to my office recently to talk about the book, I had a red

chair in the middle of my office. I asked him how he liked the new

chair and how much he thought it cost.

He was standing there looking at this elegant, fabric-covered

dining-room chair and finally said, "I have no idea." I loved it.

"Mike, my golf course manager in California called and said he

needed 150 chairs for the restaurant, and that he had been quoted

$1,500 for each chair. That sounded very expensive to me, so instead

of simply agreeing, I made a few calls.

"It cost me $90," I said quite proudly. "It's a fabulous chair. It's

the best. Here, sit on it. And it's a better chair than the $1,500 one.

Do you know how much money I saved, just by making a few phone
calls?"

It's a matter of leadership and the ability to solve problems. If my

staff thinks I spend money carelessly, then they will spend money

carelessly. So I do this not only to preserve capital, but also to set an

example for my team. You see, I am not afraid of spending money. I

like buying the best. But I do not like wasting money. So many people

struggle financially because they think cheap and buy cheap. You can

get rich by being cheap, but who wants to be a rich cheap person?

Even when I was having financial difficulties, I was never cheap.
When my company was struggling , I still paid my employees well.
And that is why I buy the best chair at the best price. I don't like
being ripped off, especially when I can get the best for less. I expect
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my staff to do the same.

One thing we all need to remember is that a little effort is the

best replacement for excuses. If we were all to make an effort to

understand what's going on around us, to make that quantum leap

to using our higher, non-complacent minds, some lucid thinking

might result. Problem solving is education at its best. Just as

understanding can replace hatred, education can replace fear.

Ignorance can be easier, but it is often the result of fear. As

Robert Frost said, "There's nothing I'm afraid of like scared people."

Reduce your fear and fuel your courage.

I like Robert's diagrams and when I look at his wealth and energy

arrows, I think of how our individual energy can create wealth. If

you have the perseverance to move forward with momentum, that

is a great force of energy in itself. And with the right focus, it's likely

you will succeed. I always liked Alexander Graham Bells' statement:

Concentrate all your thoughts upon the work at hand. The sun's rays
do not burn until brought to a focus. If you can control your energy

then you stand a good chance of creating and controlling your own

wealth. Your arrows will both be pointing in the right direction.

I have learned that what is essential can sometimes be invisible

to the eye. That's where discernment comes in. Leaders are those

people who have replaced fear with discernment, which means they

can predict the inevitable. Their education has resulted in an insight

that can effectively replace fear, and which greatly enhances their

chances of success.

Problem solving is made much easier if you think of problems as

challenges. You might aswell view them that way, since problems are

a part of life. Taking a positive spin on problems will inevitably give

you more energy. I say 'inevitably' with confidence because I know

that's a fact and I know it from experience. Confidence is a big step
toward courage, and fear will evaporate when confronted with it.

Robert has said that a problem can create an opportunity. Well
said, and I agree. If you will begin to view your problems in that
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the road to solving them. I've had

some big problems, to the tune of

bill ions of dollars of debt, but I never

went bankrupt and I'm more

successful today than ever before, so

I am speaking from experience.

Trump Tower has been on the map

as a destination site for so long now

that people forget that it didn't just

appear one day on the skyline of

Manhattan. I had a lot of obstacles to

consider and overcome when I

decided I wanted 'the Tiffany location' for my new building. I had to

I
solve a lot of problems. First, I wanted to buy the Bonwit Teller store

and building, but they thought I was crazy. I didn't give up, but it was

I three years before I got anywhere with them. Then, I wanted to buy

I, the air rights above Tiffany's. Purchasing those rights would give me

, the ability to build a much bigger building. Once I got those rights,

I still needed a tiny parcel of land that was critical because of zoning

laws that required a minimum of thirty feet of open space behind

any building. That took more investigating and negotiating. In

addition, my architect, Der Scutt, and I went over at least four dozen

designs, finding the best elements of each and incorporating them

into the final design. Then we had to have the final design approved

by the city and get zoning variances.

That's just part of the story of Trump Tower. Noneof those steps

were easy, but I saw each step as a challenge and enjoyed working

out the details. If I didn't see it that way, it could have been very

easy to become discouraged. But instead I have a beautiful building

that has become world famous. Was it worth it? Yes! And it's a great
example of problem solving.

Another interesting story about Trump Tower is the name itself.
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company spent approximately $102.34 on capital improvements.

The question that should be running through your mind is, if

General Motors' earnings during this time period time totaled

$17.92 and it paid out as dividends $20.62, where did the extra

$2.68 that is paid out in dividends and the $102.34 that it spent on

capital improvements come from?"

This little example does not take into account GM's lossofmarket share,

the number of employees who are not working (yet are being paid), an

under-funded pension plan and medical liabilities. In other words, just like

the United States, the biggest carmaker in the world is teetering on the edge

ofbankruptcy. What is obviouslygood for GM is alsogood for America, but

can we afford the price?

When you look at GM's numbers, you do not have to have an MBA to

understand them ... sixth-grade math will do. Ask yourself this, "How can a

company that earns $17.92 a share payout a dividend of$20.62 a share and

stay in business?" Any child can tell you that ifyou have $17.92 in your

hand, you cannot find $20.62 in that amount. The next question is, "How

can a company spend $102.34 a share when it only earns $17.92 a share?"

Once again, a 12 year old can tell you that spending $102.34 when you only

earned $17.92 is not good money management. It just does not make sense.

Yet,even though it does not make sense, millions ofpeople are investing

in GM, betting their retirement on GM's future, and listening to

stockbrokers and financial planners who advise them to invest in blue-chip

companies like GM. How can people be so naive? My answer: "No financial

education."

Warren Buffett may have another answer to that question. A quote:

"It has been helpful to me to have tens of thousands (of students)

turned out of business schools taught that it didn't do any good

to think."

This quote may explain why a company such as GM, with thousands of

smart people working for it, can make such foolish financial decisions.
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Mr. Buffett has also said:

"Ifcalculus were required, I'd have to go back to delivering papers.

I've never seen any need for algebra."

I believe he is saying, in other words, that getting rich is common sense,

requiring only simple math.

And that raises the obvious question: "How can so many educated

people be persuaded to invest in a company that uses fuzzy math instead of

logicalmath?" A quote from Mr. Buffett that seems appropriate:

"Wall Street is the only place that people ride to in a Rolls Royce to

get advice from those who take the subway."

Opportunity?

Recently, Warren Buffett made the news again. He had enjoyed an

interview he had watched with Rich Wagoner about GM. To show his

support, Mr. Buffett sent his daughter out to buy a new Cadillac for him.

This generated a few questions and a lot of speculation. The bloggers were

quite active with some of the following comments:

• Buying a Cadillac means Warren Buffett changed his mind about

GM. It must be time to buy GM stock.

• With GM stock so low, he's just cashing in on good prices on

Cadillacs.

• Even though GM is in trouble, Warren Buffett believes in "buying

American."

• Warren Buffett has been making comments about the fundamentals

ofGM's financials being very poor. He is very carefully watching the

stock price drop so he can swoop in and buy up the company at the

right price.

Which do you believe to be true? Maybe all, maybe some, maybe none.

Itmay be best to learn to do your own analysis ofGM's financial situation,
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regardless ofwhy Warren Buffett bought a Cadillac.

The Rich Are Getting Richer

Donald Trump and I are very concerned about the future of this

country. We know something is wrong, just as we all know something more

than the cars iswrong at GM. We are afraid this country and its wealth have

been grossly mismanaged just as GM is mismanaged. While playing games

with the numbers actually benefits the rich, making them richer, the price is

paid by the poor and the middle class.

If you have been to Detroit recently, you know the place feels like a

funeral home. Towns and businesses are dying. As businessesdie, real estate

prices drop and families are hurt in more ways than just financially. So is

what is good for GM also good for America? Is Detroit an example of the

future America?

More About The Entitlement Mentality

Donald and I both agree that America has become complacent. This

does not mean people do not work hard. What we mean by complacent is

that people have come to expect the government to handle their problems,

to fix the future. As a nation, we have come to put too much faith in

politicians and bureaucrats. Many problems today cannot be solved by

government ... because these problems are beyond any government's power

to solve. This is a global truth.

People have developed the entitlement mentality and are expecting

some kind of government handout. This includes the rich. Many big

corporations are subsidized by the government. Many farms and ranches

would not survive without a government handout. When it comes to

retirement benefits, the president of the United States and members of the

House and Senate all expect retirement money from the government. So,

when I speak of the entitlement mentality, I am not speaking only ofpoor

people. In reality, there are more government dollars going to rich people

than to poor people .
Recently, U.S. Senator Randall Cunningham, a former u.s. Navy fighter
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pilot, combat ace in Vietnam and Top Gun instructor, was convicted and

sentenced to jail for accepting bribes. Even though he admitted his guilt and

was convicted, he will still receivehis retirement checks from Congress. And

that is in addition to his retirement checks from the Navy. Which means,

even ifyou are a convicted felon, you are still entitled to your government

handout.

Our Social Security and Medicare systems are in trouble, but millions

of people are still counting on that entitlement. When President Bush

attempted to reform Social Security by privatizing it, the intense negative

reaction he received quickly showed him how much this country loves its

government entitlement checks.

The Perfect Storm

The financial problems we all face are now bigger than the U.S.

government alone can handle. For example, our financial challenges cannot

be solved simply by the Federal Reserve raising or lowering interest rates,

yet millions ofpeople all over the United States and the world worship the

wisdom from the Federal Reserve. Whenever former Federal Reserve

Chairman Alan Greenspan and current chair Ben Bernanke speak, the world

listens. However, the problems have not been solved and now are becoming

globalproblems, beyond the borders ofour country and beyond the control

of our political leaders.

Let's review some of the problems and how they are related;

1. A growing trade deficit: The U.S. trade deficit for 2006 is forecast

to be $423 billion. This means we as a nation will consume $423 billion

more than we produce. On a smaller scale, this would be the same as a

family who earns $5,000 a month spending $6,000 a month. You and I

know that this $5,000-a-month family is only making their problem

bigger. This problem leads to the next problem.

2. A growing U.S. national debt: According to the Treasury

Department, 42 presidents, from Washington (1789) to Clinton

(2000) , borrowed a combined total of $1.01 trillion from foreign
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governments and financial institutions. Between 2000 and 2005, the

Bush White House borrowed $1.05 trillion - more than all the

previous administrations combined.

Getting back to the $5,OOO-a-month families, many of these families

tried to solve their problem by taking out home equity loans. You have

seen the ads on television telling you how smart it is to payoffall your

credit card bills with a home equity loan. This is a smaller example of

pushing the problem forward. The president and the government today

are solving the problem in much the same way,taking out a home equity

loan on our future. This problem leads to the next problem.

3. A falling dollar: As already mentioned, in 1971 the dollar was

converted from real money to a currency. In 1971, President Nixon was

trying to solve a problem - too much of our gold was leaving the

country. Why was gold leaving the country? The answer is found by

going back to problem number one - a growing trade deficit. Because

we were buying too manyJapanese and European goods, the difference

between what we sold to them and what we purchased from them was

collected in gold, because back then our dollar was backed by gold. To

solve that problem, President Nixon simply changed our dollar from an

asset to a liability - an IOU. Today,our trade deficit ishigher than ever

before and our IOU to the world is massive.

Instead ofbacking our dollar with gold , the United States can just print

more money (just as we as individuals use credit cards or write checks

without any money in the bank - the difference being that you and I

can be arrested and thrown in jail for writing bad checks).

While printing as much fake money as we wanted was intended to

temporarily solve the problem in 1971, it did not solve the problem of

over-consumption. As a result, the 1971 change created even more

problems. Very big problems that we are beginning to pay for today.

Between 1996 and 2006, in just 10 years, the u.s. dollar has lost half of

its value, when compared to gold. In 1996, gold was selling for
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4. Baby boomers without money: We've emphasized the fact that in

the next few years, the first of75 million baby boomers will begin to

retire. Many have inadequate funds to retire on. This lack of savings is

caused partly by a law known as Gresham's Law. Gresham's Law states

that when bad money enters the system, good money goes into hiding.

- Robert T.Kiyosaki

The financial problems

we all face are now

bigger than the U .S,, ~

governmentalone can

handle ... However, the

problems have'not been

solved and now are

becoming global

problems, beyond.tho
borders of our.country

and beyond the control

of our political leaders.

approximately $250 an ounce. By

2006, just 10 years later, gold was

selling for over $600 an ounce. As

an example, in 1996, if you had

put $1,000 in the bank, today

(2006) it would be worth less

than $500 in gold. Instead, ifyou

had purchased four ounces ofgold

for $1,000, today that gold would

be worth $2,400.

This 1971 change in the rules

meant that savers became losers.

People who believed that their

money was safe in the bank lost,

simply because they did not really

have money in the bank - they

had a currency, an IOU from our

government. People who live on

fixed incomes will find life more

expensive - their dollar will not

go as far. What the government is telling these people is that the

problem is inflation. What the government does not tell them is that

the problem is reallydevaluation. Our dollar is dropping in value simply

becauseour government isprinting more money to solve their problems.

By the year 2020, a loaf ofbread may cost $12, but pension checks, for

those who get them, will stay the same. This problem leads to the next

problem.

,. ". .......•.
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This has happened throughout history, as far back as the Roman Empire.

In 1964, the United States took real silvercoins and replaced them with

fake silver coins. Immediately, real silver coins went into hiding.

I believe that people may not be saving because, either consciously or

subconsciously, they know the money they receive is not real money, so

they spend it as fast as they can. We are a nation ofdebtors today simply

because many people know their money is worth lessand less - so why

save it, since savers are losers. Most middle-class Americans have more

money in their home equity and retirement accounts than dollars saved

in their banks. Americans have one of the lowest savings rates in the

world. They are living longer with less money and lessopportunity. This

problem leads to the next problem.

5. An entitlement mentality: Since millions ofpeople lack financial

resources, they now expect the government to solve their financial

problems or to take care of them. If the government does not take care

ofthem, who will? With prices going up, who can afford to take care of

them?

The problem cannot be pushed forward much longer. With Social

Security in debt $10 trillion and Medicare in debt $62 trillion, it seems

the only way to solve this problem is to keep doing what we have always

done - spend more than we earn, borrow more than we can afford, and

print more money. It is a death loop caused by the inability to solve the

problem - a problem caused by a lack of financial education. This

problem leads to the next problem.

6. Higher oil prices: Higher oil prices are not caused by a lack of

financial education; they are caused by greedy self-interests and a lack of

financial vision. Although we have the technology and alternative

energy resources to replace oil, we have not done so. As a nation and a

world, we will suffer financially because ofthis greed and lack ofvision.

High oil prices create the domino effect on the previous problems. The

United States was able to borrow as much as it wanted to solve our

___W:...:HY WE WANT You To BE RICH.:-.............:,;.:...-....... iIIIIiII........ .:..:.......;.,i;_



WHY WE WANT You To BE RICH I 77

problems because our economy was growing. As long as we were

growing, other nations and lenders were very willing to lend us money

... as much as we wanted. The problem with higher energy prices is that

the higher prices cause the economy to contract, not expand. If and

when the economy begins to contract, the people we have been

borrowing from may be hesitant to accept more of our debt. If this

happens, the economic problems cannot be solved by bigger promises

and more debt. The house ofcards may come down.

7. Tax breaks for the rich: Most ofus know about the Golden Rule.

Not the Golden Rule that reminds us about doing unto others. The

Golden Rule I am talking about is the one that goes, "The person who

has the gold makes the rules."It is a tragedy that in America the poor and

middle class have lost their representation in government. Today, the

rich make the rules, which is why the rich are getting richer.

~.,'

f
!
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On May 11, 2006, ABC News ran the story about the latest tax cuts.

Quoting from the sto ry:

"The tax policy center, a Washington think tank, discovered that

the top 0.1 percent oftax payers - the people who make more than

1.8 million - would get back $82,000. Middle-income Americans

making between $27,000 and $47,000 would get $20 ."

Voodoo Economics Or The Trickle-Down Effect

One monetary theory encourages tax laws that favor the rich - the idea

being, if the rich had more money, they would invest it , thus creating more

jobs. Money would trickle down to the poor and middle class. This theory

issometimes called "voodoo economics" or the "trickle-down effect." While

it sounds good in theory, and while some money does trickle down, the net

... result is the money stays in the hands of the rich.

~. In many cases, asset prices increase because the rich have more money.

Why do asset prices increase? Asset prices increase because that is what the

rich buy with their money - assets, which is one of the reasons why they
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are rich. When assetprices increase, it makes assets (things ofreal and lasting

value) more expensive, out of the reach of the poor and the middle class.

JUSt look at the price of real estate and ask anyone who has not yet bought

a house if they think it is easy to afford the house of their dreams today. It's

tough to buy a house with money that is only trickling down.

In Summary

Donald Trump and I came together because we feel this country is on

the wrong course and time is running out. Instead ofgetting better, things

are going from bad to worse - simply because we are not solving our

financial problems, we are only pu shing them forward for the next

generation to handle.

In his book, The America T# Deserve, Donald Trump talks about what

he would do if he were president of the United States. After reading his

book, I found his ideas bold and imaginative. I think he would make an

excellent president and would campaign vigorously for him, if he should

ever decide to run.

Personally, I am lessoptimistic. My father ran for Lieutenant Governor

of the State of Hawaii and was defeated. That experience left me with less

faith in the political process. My plan is simply to be financially astute,

personally responsible for my life, and not to allow myself to become a

victim ofour government's mismanagement.

My father believed he could change the government. After his bitter

defeat, I decided it was best to change me. Instead ofattempting to change

the laws, such as trying to make the tax laws more fair, I simply decided to

become rich and use the tax laws to my benefit. Ifyou would rather join the

rich than fight them, then read on. This book is for you. Ifyou would rather

change the government, then this may not be the book for you.

Donald and I believe that the best way to change the rules is to first get

the gold. Ifyou have the gold, then you have more power. When you have

the power, you are better able to enforce the real Golden Rule, the rule that

states, "Do unto others as you would have them do unto you."
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Donald's View ·

You have to know what's going on first. Then you go from there.

You go from learning to doing. The worst thing is to learn hard lessons

by doing before learning. Learning in itself is an investment. Robert

and I are trying to bring that home to you in an accessible way.

Rules aren't always pleasant, but unless you're in a position to

change the rules, laws, and constraints, it's a good idea to know

about them. For example, I've had people come to me with what

they thought would be a tremendous development, the building to

end all buildings. Then I find out they know nothing - nothing ­
about zoning! In New York City, zoning rules. It's like saying you're

going to build a ship to end all shipsbut that you know nothing about

shipyards. How do you sail out of the harbor if you don't know how

to build a ship? Episodes like this, and believe me, there are more

than you might imagine, really make me wonder about the way

people think. Education is supposed to help us think. The thinking

process seems to be lacking in a lot of people, even those with

education.

There is an island mentality Robert and I share and that is: Taking

care of your island. After 9/11, New Yorkers shared a common bond

that few of us who were here will ever forget. Manhattan suddenly

became "our" island, not just the big, famous city in which we

happened to live. It also became the adopted island of many people

Who had never been here before. The 9/11 attack did not destroy
this island; instead, it made it better and stronger. In that sense, I'm

happy to say 9/11 was a failure for the terrorists.

We all know the old saying, "No man is an island." There are a
lot of ways to interpret that, but I like to see it as saying, "We're all
in this together." That was in evidence after 9/ 11, and I hope we
Will be able to retain some of that spirit. We need to be solid when
facing the economic forces of today and the future.

This is serious business. But it doesn't mean we can't have some
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fun along the way. I have to tell you, Robert thinks big. He thinks

the world is his island! When it comes to selling books, he could be

right. And his determination to educate people financially has taken

on global dimensions. Rightly so. It's a global problem. But the

solutions can start with you, and with us.
We're a good team, Robert and I. I finally found someone who

thinks asbig as I do. And don't fall for Robert's "Donald Trump builds

skyscrapers, and I have a duplex" or some nonsense like that. He's
highly accomplished, very successful and he is most definitely a

global thinker.

What Motivates You? ·

But let's focus on something more important - namely, what is

the most important thing to you? Is it your family? Their well-being?
Their future and yours? Then you're reading the right book. Robert

and I both have things that are very important to us. We've been

willing to go to great lengths for them. Therefore, we believe we

have something in common with all of you.

Suppose your family and your well-being is threatened. What do

you do? You prepare yourself, you equip yourself for what might
happen.

I don't want to be a financial fearmonger, but I have to tell you

that things aren't looking so great. Our financial security is shaky.

Just because you can shop at Saks today or online tonight doesn't

mean that everything is just fine and that there's nothing to worry
about. Don't fall for that comfort-zone happy state. Don't be

shortsighted.
Robert has spotlighted some very real problems that face us all

today:
1) A growing trade deficit
2) A growing national debt.
3) A falling dollar
4) Baby boomers without money
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5) Entitlement mentality

6) Higher oil prices

7) Tax breaks for the rich

Anyone of these problems could spell financial ruin for any

country. It is more important than ever that you educate yourself

and your family so that you can protect yourself financially in the

future. Through education, you gain vision. Through vision, you gain

the ability to spot economic problems and turn them into economic

opportunities. However, you must be careful about what kind of

education you receive.

r once heard someone say, "Before advertising entered in, I saw
the world." Things were clearer to this person before he let

advertising and the media and the politicians take him full sway. He

admitted to foggier vision after the worldly experts came in to clear

things up for him. The media is a powerful tool, for good and for

bad. So the bottom line is you have to learn to think for yourself.

Robert and I are not here to do the thinking for you. But because

we've both done a lot of thinking, and have been successful, we

believe that what we have to say might be able to lift some of the

fog from the horizon, and maybe even tune down the media blasts

we are all subjected to.

WhatAre Your Natural Instincts?

Growing up in Hawaii, I'm sure Robert is an ace swimmer. He'd

better be, considering he was a surfer. I never would've thought I'd

be coauthoring a book with some surfer-dude type from Hawaii. I

remember a statement from his book, Rich Dad's Prophecy: "You

cannot learn to swim from a textbook." It was followed by: "You

cannot learn business from a textbook or from business school." In
other words, nothing compares with frontline experience.

Which brings me to something else I was thinking about that has
to do with instincts. Robert spent a year at sea, going around the
World as part of his training at the U.S. Merchant Marine Academy.

• +.
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He said it taught him vigilance in looking for signs of approaching

changes in weather. After a while, you develop a sixth sense, an

instinct about when patterns might change. I think he's applied that

instinct to economic forecasts. He described the economic condition

as resembling the components of "the perfect storm" we've all

heard about. That isn't exactly a comforting thought or image.

My experience with instinct started with baseball. Baseball

players need to have a sixth sense or they won't make it into or past

Little League. Not many people know this, but I was a good baseball

player, good enough to be offered college scholarships on merit of

my ability. I just knew how the game worked, and I had the athletic

skills to correspond.

I've applied that same game knowledge to business. I will

sometimes see a situation, wait for things to fall into line and be

thinking, "OK, bases loaded? Good." Because that means grand slam

to me. A grand slam is a great feeling.

On the other hand, Robert might be thinking "The perfect wave?

OK, let's go!" But who knows how ex-surfers think? I certainly don't.

In fact, someone once told me that there was no such thing asan ex­

surfer. Surfers remain surfers for the rest of their lives.

If it weren't for his military training and experience at sea, I

don't know if I'd be working with this guy. Except that he's got vision

and tenacity, which are two very important things.

Financial IQ

Both Robert and I have used the term "financial IQ" in our

writings. Not long ago, Kim, Robert's wife, came out with her first

book, Rkh Woman. She gave me an early copy to read, and it was so

well-done that I wrote a jacket blurb for it. Her goal is for all women

to increase their financiallQ and not depend on men to take care of

them. I would recommend her book for both men and women.
We all have our definitions of financiallQ, but it's a living term,

therefore it's always changing. To me, it means having the ability to
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chart the economic waters nationally

and internationally, to be able to look

beyond the present and into the future,

and to make decisions based on those

assessments and insights. That's not an

easy endeavor, and it's a daily discipline,

but it's a necessary discipline if one is to

succeed in today's world.

I may have an advantage because

I'm one of those people who don't

require a lot of sleep - maybe three or ::II®II•••••••l

four hours a night. So what do I do with those extra hours? I read. I

keep up with world events and read about history.

You have to figure, if a person has an extra 28 hours a week to

read, that can add up to a lot of reading. I'll let you do the math. I

know that Robert likes to do group reading, where people get

together to study a book. That's a good idea, but since I usually read

in the early morning hours, I don't think I'd be too popular with any
groups.

The Importance Of History

I'd like to emphasize the importance of studying history.

Knowledge is power. Wecan learn from history, from the civilizations

and empires that have made up the history of the world thus far.

Some very big things have disappeared in the course of history. Do

you remember the Ottoman Empire? Doyou know how long it ruled?
Do you know how and why it disappeared as an empire? Maybe you

should find out. It could be pertinent to world events and your

understanding of them. In other words, the things you don't know
about just might possibly affect you someday in some way. When
they do, who will you have to blame if you are surprised?

Robert and I are both history buffs, and one reason we connect
is that we both use history as a guidebook. It's better to learn from
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history than to repeat the same blunders. As the old saying goes,

"Those who haven't learned from history are destined to repeat it."

If today were suddenly to become a memory, what would you

like to remember about it?

Two quotes come to mind, one from Ralph Waldo Emerson and

one from Albert Einstein:

"What lies behind us

And what lies before us

Are tiny matters

Compared to what lies within us."

- Emerson

"The mind that opens to a new idea

Never comes back to its original size."

- Einstein

Emerson's quote keeps me from being complacent, knowing I

have a lot more to learn and accomplish, and Einstein's quote keeps

me thinking big. I could be more erudite in my explanations, but

these thoughts are so clear that it would be redundant to elaborate

any further. I also believe that simple is better. Not that simple is so

easy. Distilling something down to its essence can take time and a

great deal of thought. That's a good reason to read great thinkers

and writers - in many cases they've already done the distilling
process for us.

But here's your assignment first: Give some thought to your roots

and why you're doing whatever it is you're doing today. It's a good

way to start thinking for yourself - and it's likely no one else but you

will come up with the right answers.

Robert and I have told you why we want you to be rich, but what
we want is not important. What is important is what you want for
yourself and your family. Doyou want to be rich?
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PART Two

THREE KINDS
OF INVESTORS

There are three types of investors in the world. They are:

1. People who do not invest at all

2. People who invest not to lose
3. People who investtowin

People who do not invest at ai/expect their family, the
company they work for or their governmentto take care of them

once their working days are over.

People who invest notto lose generally invest in what they
think are safe investments. This is the vast majority of investors.

These people have the saver's mentality. when it comes to
investing.

People who invest to win are willing to study more, want more
control and invest for higher returns.

Interestingly, all three investor types have the potential to
become very rich, even those who expect someone else to take
care of them. For example, the CEO of Exxon recently retired and

was paid nearly half a billion dollars asa going-away present.

Donald and Robert both invest to win. This book is for you if
you want to invest to win.
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CHAPTER SIX

INVESTING
To WIN

Robert's View

Donald and I share the same concerns, and we want you to be rich, so

what are our solutions?

One day, during a brief meeting in his office, Donald simply said, "I

invest to win. Don't you?" With that statement, the defining difference

appeared. He and I invest to win, while others invest not to lose.

We've talked here about the advice, "Save money, get out ofdebt, invest

for the long term (generally in mutual funds) and diversify." Late that

afternoon, Donald and I discussed how we did not focus on saving money.

In fact, we are both millions ofdollars in debt - but good debt. We do not

diversify...at least not in the context that most people use the word diversify.

And while we are definitely long-term investors, we do not invest in mutual

funds, at least as a primary investment vehicle. Why? Because we invest to
win.

Donald and I started talking about how our books were different and

more popular than those of other financial authors. Again, the obvious

became more obvious. "Most financial authors tell their readers to live below

their means," I said. "One author recommends not having that daily

cappuccino and saving the cappuccino money in mutual funds instead - so

that later in life you will become rich. You and I do not live below our means.

We like being rich. We expand our means. When we write or teach, we

encourage others to be rich and enjoy the good life."

Pausing for a moment, Donald smiled and said, "You know, you're right.
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I don't know anyone who likes to live below their means, at least not

amongst my friends. The people I know want to enjoy life, and we do enjoy

life. We play to win and we dowin. You win, and you enjoy life. That's why

you and I sell more books and draw bigger crowds when we teach. People

like winners."

"Most other financial experts are telling people to play it safe, to live

below their means. They're telling people that investing is risky and that they

need to save and avoid losing. These experts aren't focusing on winning.

They're focusing on not losing," I added.

"There's a very big difference," said Donald.

All I did was nod. For years, ever since Rich Dad Poor Dad came OUt,

many people, including journalists, often said that what I talked about was

too risky.Yet to me, what most people were doing was far riskier. In a world

ofless and less job security, it seemed foolish to count on job security. With

the stock market booming and busting, taking trillions of dollars from

unsuspecting investors, it seemed foolish to count on the stock market for

financial security. And with our school systems teaching students little to

nothing abour money, it seemed risky to simply count on a good education

as being adequate.

It made me reflect back upon my life, to the defining moments in my life

when I decided that I would play the game of money to win, rather than

play the game not to lose.

"You know, we don't invest in the same investments most people invest

in," said Donald. "Isn't it ironic that the investments most people think are

safe are really risky?"

I simply nodded.

"There's something else,"said Donald. "Youand I look at making money

as a game. We have fun. We enjoy the game. Sometimes we lose, but mainly

we win. We have fun."

"It is fun," I said. "I love the game."

"Bur most people don't see making money as a game ," said Donald.

"They think of it as life and death, winners and losers."

"Survival," I said. "Astruggle for life itself, which is why they are terrified
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oflosing money. That's why they look at investing as risky."

"And wind up in risky investments:' Donald added, gently slapping his

desk. "It's a financial tragedy."

"Their loss ofmoney?" I asked.

"No, the fun they miss out on. Making money is fun. Life is supposed

to be fun. And millions of people are living in fear instead of having fun.

That's the tragedy."

"That's why they play it safe, invest in 'safe' investments, cling to job

security and live below their means:' I added. "On top of that, millions are

deeply in debt, bad debt, because they want to have fun but haven't learned

how to invest to win. They really do want to live the good life but are

punished by excessivebad debt."

"And that's no fun:' said Donald. "You and I love the game. We created

educational games. Games are fun. Ifyou have fun, you learn more, you want

to win, even though sometimes you lose. I haven't seen a popular game called

SaveMoney or Live Below lOur Means. Have you? There may be such games,

but I don't think they're as popular as our games. We play hard. We play to

win. We have fun. That's what life's about."

The meeting was over. There was a lot to think about. As I got into the

elevator and pressed the button for the lobby of Trump Tower, my mind

was racing. Why do most investors play it safe or invest not to lose? And

why do others invest to win? As the elevator door opened to the lobby, a

question came to mind, "What is the difference between a person who plays.

to win and a gambler? And what about risk?"

.. As I reached the sidewalk on Fifth Avenue and hailed a cab, I realized the

questions in my head were some ofthe questions that needed to be answered

in this book. I realized the reason most people invest not to lose is because

mOst people think investing is risky or that investing is gambling. Many also

believe that to get higher returns means you have to take on more risk.

Nothing could be further from the truth.

The90/10 Rwe OfMoney

Sitting in the cab, I recalled the 90/10 rule ofmoney my rich dad taught
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- Robert T. J<iyosaki
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me years ago (and about which I have

written in my other books). While

most of us have heard of the 80/20

rule, the 90/10 rule applies more

specifically to money. Simply put, in

the game ofmoney, 10 percent of the

players win 90 percent of the money.

For example, in the game of golf, 10

percent ofall professional players win

90 percent of the money, and 90

percent of the professional players

split the remaining 10 percent.

The 90/10 rule has served as a

trusty rule of thumb in my life

(though I know ofno scientific studies

that have set out to prove it). We've all
heard how 10 percent ofallAmericans

own 90 percent of the available

wealth. When you look at real estate

investors, it is safe to say that 10 percent again own or control 90 percent of

the wealth, with the greatest amount going to the top 1 percent of that 10

percent.

One ofthe waysthis 90/10 rule has been useful for me is in choosing my

endeavors . For example, one of the reasons I have not taken up the game of

golfas a profession is simply because I do not think I could be in the top 10

percent. Not only do I believeI don't have the talent, I do not have the desire.

Ifyou ever heard me sing,you would also know why I did not choose singing

as a career. When I decided to write RichDad Poor Dad and create my board

game CASHFLOW, I was not only pretty certain my book and game could

do well, I also wantedto do well, even though I had never been a good writer

or ever developed a board game. I wanted to do well, I wanted to teach and

I wanted to win.

I believe the reason Donald Trump and I got together is simply because

- n· i "
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my book, Rich Dad Poor Dad, and my board game CASHFLOWare

international winners. We are not doing this book together because I am an

international winner in real estate as he is, although I do own millions of

dollars of property and businesses around the world. In business and real

estate investing, I have won, I am a winner, I am a professional, but I am not

in the top 10 percent as he is. As an author, I am in the top 10 percent; in

fact, RichDad Poor Dad has been touted as the third longest-running best

selleron the New l'Ork Times best seller list. Not bad for a guy who flunked

out ofEnglish twice in high school.

Donald Trump Plays ToWin

In Phoenix, Arizona, where I live, Donald came to town and stirred up

quite a controversy. He and his team wanted to put up a high-rise on

Camelback Road, between 24th and 32nd streets. This is the prime ofprime

locations in Phoenix. The locations between 24th and 32nd streets are like

Boardwalk and Park Place in the game ofMonopoly. He wanted to put up

the tallest building on Camelback Road, but there were height restrictions

for where he wanted to build.

For a number ofyears, the debate went on. The question in town was,

should Donald Trump be allowed to build the tallest building in the best

location? My wife and I wanted Donald to win. Why? Because we also own

residential and commercial properties on, near or between 24th and 32nd

streets. If Donald Trump won, we won.

In the fall of 2005, the residents of the area voted not to allow Mr.

Trump to build the tallest building. After the vote was counted, the residents

Were willing to allow him to build a high-rise, but not the height he wanted.

With that, Mr. Trump simply pulled out.

During one ofour meetings in New York about the book, I asked him

about the vote in Phoenix. He seemed unphased. All he said was, "If! can't

build the tallest and best building, I don't want to build." He then showed

tne a spectacular building in Dubai he was building. Pointing with pride to

this futuristic building, he said, "Why should I be upset with Phoenix when
I'tn busy working on this?"
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As my taxi headed down Fifth Avenue toward my hotel, I got clearer

about this book. This book was going to be about living life to enjoy life. It
was going to be about playing the game oflife to win rather than living a life

of avoiding loss. Instead of living life below one's means, not enjoying the

cappuccino, this book was to be about living life beyond one's wildest

dreams.

As the cab approached my hotel, I reflected back to a question a reporter

had asked me at the start ofthe year: "Have you set your goals for this year?"

My reply was, "No, I haven't."

"Why not?" he asked. "You talk about the importance of setting goals

in your books."

I replied, "Yes, setting goals is important. My problem is, at this stage of

my life, I do not know what else to ask for. I have more than enough money,

I have a great marriage, I love my work, I have my health and I am far more

successful than I ever thought I would be. Today, I am living life beyond my

wildest dreams. I have best-selling books, I have been on Oprah, I am doing

a book with Donald Trump and I love the people I work with. I do not know

what else to go for."

"So what are you doing about it?" asked the reporter.

"I think I need to dream wilder dreams," I replied.

The cab pulled up to my hotel. As I paid the cabby, I knew this book

was to be about living life beyond one's wildest dreams ... but only ifyou

dare live such a life.

1'l~~'Jj D i)!

Donald's View

Winners

I've known about the 90/10 ratio for a long time, but Robert
gives us all a good reminder. Pretty soon, if we don't start paying
attention, it could reach the 95/05 ratio or even 99/01 with 1
percent of the people owning 99 percent of the nation's assets.
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Winners wouldn't let that happen, and 1hope that includes you.

It's important to have dreams. "A man's reach should exceed his

grasp," as Robert Browning said. That's what keeps us going. I like

to say, "If your reality begins with your dreams, your dreams will
become your reality."

Why is that? Because to think otherwise leaves us at the level of

mere survival, which I believe is not the ultimate aim of most
people. Ever hear a young person say they hope they become a bum

someday? Usually they say things like, "I want to become the

president." "I'd like to be an astronaut." "I'd like to be a fireman."

"I want to become a doctor." These are demanding and sometimes

heroic professions, and young people have the dreams and
aspirations to match them.

Winners remain young at heart - they aim high and have the

enthusiasm and the plans to achieve what they are aiming for. They

may have wild dreams, but it's better than having no dreams. Then

they pay attention and focus on what it's going to take to achieve
them.

Being stubborn is a big part of being a winner. Some people have

failed because they have given up too soon. If you are reading this

book, that group probably does not include you. My father used to

tell us this story about a guy who loved soda, so he went into the
soda business, with a product he called 3UP. It failed. So he started

again with a soda called 4UP. It failed , too. So he decided to name

his product SUP and worked just as hard to make it work, but sure
enough, it failed again. He realized that he still loved soda, so he
tried again with a product named 6UP. It failed, and he gave up
completely.

Then, a few years later, someone else came up with a soda
product and named it 7UP, which became a huge success. When I
Was young, I couldn't understand why my father kept telling us this
story. He told it many times. Later, I realized he was telling us to
never give up. Well, 1never forgot that story, and I've never given up
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either. So his lesson was well-placed. Tell yourself that story if you

need to, and the winner part of you will take over.

The other component of winning is, simply, a winning attitude. I

tell people to see themselves as victorious. Positive thinking works.

It has a lot of power. Winning requires that kind of power, whether

you're a quiet person or a gregarious one. Power is strength, and

being positive can work you through some pretty difficult situations.

When I was deeply in debt at one time, I became stubborn and

refused to let it get me down. I simply refused to become negative.

I focused on the solution , and I assured myself that I would work

through the situation and come back to be more successful. That's

exactly what happened. My demise was written about in major

publications, and even then I refused to agree with them. My reality

was about my dreams, not about numbers. I won.

Are you stubborn enough to be a winner? Then you are capable

of investing to win! It's not a foreign territory and you don't need a

passport or a visa to join the ranks of winning investors. I've heard

a lot of people sayabout themselves, "I have a stubborn streak" and

then they act like they don't have what it takes or even the right to

learn about investing! As Robert pointed out, they will be missing

out on a lot of fun and a better financial future at the same time ­

an unnecessary misfortune.

Ignorance can be more expensive than education, and that

certainly includes your financial education. Do not let the fear of

the unknown hinder your aspirations and your financial well-being.

"" ~~i~1l•••••••;~i"'ii"') ~~i ,1 There are people who will want you
to feel inept so they can take

advantage of you. I've seen that

happen to very successful athletes,

asone example. Don't let it happen
to you - learn about money and
make it work for you. That's the
key to successful investing.

i . :,.
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CHAPTER SEVEN

CHOOSE YOUR BATTLE
AND BATTLEFIELD

Robert's View

I learned the importance ofchoosing your battle and your battlefield in

military school, and it was reinforced in the Marine Corps. For example,

the troops that had the high ground, such as a hill, often had the advantage

over the opposing troops below them. The troops on the low ground had

the option to fight or not to fight. That may be where the sayings,

"Sometimesit's best to walk awayand live to fight another day:' and "Choose

, yourbattles carefully," have come from. The same ideas hold true in business.

~.. In Rich Dad's CASHFLOW Quadrant, the second book in the Rich

Dad seriesofbooks, I go into why some people find getting rich easier than

others. Rich Dad's CASHFLOW Quadrant is the most important of my

books for people who want to make changes in their life. If you are not

looking to change your life, then it could be the worst book for you. Let's

take a look at the CASHFLOW Quadrant again:
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As stated earlier:

E standsfor employee

S standsfor small-businessperson, self-employed orspecialist

B standsfor big-business owners such asDonald Trump

I standsfor investor

More than simply titles, the person in each of the quadrants is very

different from the people in the other three quadrants. When it comes to

attitude, most people in the E quadrant seek security. They say, "I'm looking

for a safe, secure job with benefits." A small-business person in the S

quadrant may say, "Ifyou want it done right, do it by yourself." A person in

the B quadrant is often looking for a president, CEO or other talented

person to run his or her operations. One ofthe defining differences between

S quadrant business owners and B quadrant business owners is the number

of employees. Forbes magazine once defined a "big business" as a business

with more than 500 employees. And I stands for investor. As you already

know from the introduction to Part Two, there are three different types of

investors.

The tax laws are also different for the different quadrants. The worst

quadrant to be in for tax purposes is the E quadrant, simply because there is

very little you can do to protect yourself from taxes - hence you really do

not need an accountant to advise you. The quadrants with the best tax

breaks are the B and I quadrants. Why? Most governments give tax breaks

to those in the B quadrant because they provide jobs. And governments offer

tax breaks to the I quadrant because they invest their money back into the

economy. Special tax breaks are usually given to people who invest in real

estate and oil because every country needs housing and energy.

In Which ~adrantCan You Win?

As stated at the start ofthis chapter, it is important to choose your battle

and battlefield carefully. When it comes to getting rich, choosing the

quadrant that is best for you holds a similar importance.

__'vYHY WE WANT You To BE R~IC~H~' .__. ......_--.;.__........
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The CASHFLOW Quadrant is important because it can help you

decide which quadrant you have the best chance ofwinning in. As you may

have guessed, both Donald Trump and I chose the B and I quadrants to

operate in.

Years ago, when I was in high school and having trouble with English,

it was my rich dad who pointed out to me that I would probably never do

well in school or in the corporate world. He said, "You're too much ofa rebel

to follow orders from people you do not respect. Youwill probably do better

in business as an entrepreneur and an investor."

Although I did not like what he said, it helped me learn where I did not

fit. It also warned me that I had to study subjects, develop skills and gain

experiences that most of my peers would not have to gain. To learn more

about my experiences in the B and I quadrants, I suggest reading RichDad's

Guide to Investingand RichDad's Before IOu Quit lOurJob.
Some ofyou may be thinking, "But I don't want to be an entrepreneur."

Or you may be feeling your heart pound at the thought of taking risks and

not having a steady paycheck. Don't

worry. This book is more about

winn ing than it is about being an

entrepreneur or professional investor.

Even though there are three different

types of investors, and we prefer

investors who invest to win, people

can become very rich as anyone ofthe

three. The same is true with the

quadrants; people can and havegotten

very rich from each of the quadrants.

For example, the founder of General

Electric was Thomas Edison. Edison

Was in the B quadrant. Jack Welch, a

former CEO of General Electric, was

in the E quadrant. Both men became

very rich from the same business, yet

Two M EN • ONE ME SSAGE.;.-- -



98 I CHAPTER SEVEN

from different quadrants.

I mention the CASHFLOW Quadrant to help you become clearer

about which quadrantyou might think you have the most chance ofwinning

in. Although the tax laws favor the B and I quadrants, tax laws are not as

important aswhich quadrant you think you have the best chance ofwinning

in.

Our school systems are designed to train people for the E and S

quadrants. That iswhy so many people say, "Go to school to get a job:' which

is programming for the E quadrant. Or they say, "Go to school so you can

learn a trade or profession. Then you'll always have something to fall back

on." That mind-set is perfect for the S quadrant. (Again, ifyou want to learn

more about the B or I quadrants, there are also books written by Donald

Trump. My personal favorites are The Art of the Deal The Art of the

Comeback, and How to GetRich, which encapsulate his thinking asboth a B

and an I.)
Donald and I make more money than most schoolteachers and other

authors simply because most schoolteachers operate from the values of the

E quadrant and most authors write from the values found in the S quadrant.

Most financial authors write about living below your means and saving

money. When Donald and I write, we write about expanding your means,

enjoying life and investing your money. Again, the difference in financial

advice can be identified by the different quadrants and the different values

each quadrant represents.

So take a moment and ask yourselfwhich quadrant is best for you. You

may want to close your eyes and sit quietly to listen for your answer. This

quiet process is important because it is crucial to be true to yourself- to be

true to your own answer.

Donald was fortunate in that he had his father as a role model for the B

and I quadrants. I had a father in the E quadrant. For me to announce that

I was going to be a businessman went against all the values ofmy poor dad,

a man who believed in job securit y and government entitlement. It was like

I was joining the enemy ... becoming a traitor. My dad sincerely believed the

rich were greedy and exploited the poor ... and some do. Yet,I did not share

WHY WE WANT You ~T~o~B::..::E:...:R~I:::CH~ ......;........:..__.......IIlIlioi"""__""":":";;';:;J.i.....-
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his values. I wanted to be an entrepreneur and an investor. Although I loved

and respected my dad with all my heart, we did not share the same values

when it came to careers and money.

Returning from Vietnam in 1973, I had to make up my mind about

which quadrant I was going to make my stand in. My poor dad wanted me

to stay in the Marine Corps because ofjob security. When I told him I was

getting out, he advised me to get a job as a pilot with the airlines. When I

told him I did not want to fly anymore, he advised me to go back to school,

to get my master's degree and my Ph.D. so I could get a job with the

government. Since he did not understand the CASHFLOW Quadrant, he

did not understand that it was not the job I was turning down, it was the

quadrant ... or I should say the different values ofeach quadrant.

Once my real dad, my poor dad, realized that I preferred the professional

and financial values ofmy rich dad, the B and I quadrants, the gap between

the two ofus increased and our relationship became strained. My poor dad

valued security, and my rich dad valuedfreedom. And as many ofyou know,

security and freedom are not the same thing. In fact, they are opposite

values.That iswhy the people with the most security have the least freedom.

The people with the most security are locked up in jail, in maximum security.

When asked, "Why is money so important to you?" I often answer,

"Because money buys me freedom. Money buys me more choices in life."

For example, when traveling, I don't like spending excessive time standing in

lines at airports. Byhaving more money, I have the choice ofstanding in line

or renting a private jet. Today, I fly by private jet more than I fly by

commercial airlines. Of course, Donald has his own private jet, which

validates my point. One night, leaving Dallas, my tiny private-chartered jet

taxied past Donald's private jet. It was humbling to realize that my jet was

almost small enough to taxi under his jet.

And that is why I strongly suggest you sit quietly and decide which

quadrant is best for you. Ask yourself, "What are my values? Do I need job

security? Am I happy with security? Are my skills being tested in this

quadrant? Or do I value freedom more?" Also, you may want to ask yourself

what your parents' values are, as well as those ofyour friends. There is some

L .....
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truth to the saying, "Birds ofa feather flock together."

So the lesson is, if you are going to choose to be rich, remember to

choose your battle and battlefield carefully - or should I say your values

and quadrants.

!~Ri!!ll.~!iill ~10

Donald's View

Choosing Your Battle And Battlefield

Robert's CASHFLOW quadrant is an effective tool, and that's one

reason I chose his book, RichDad'sCASHFLOW Quadrant, to be on my

list of recommended books for Amazon. If you will take a little time

and spend it thinking about what he's saying, you'll save a lot of time

in the long run. It's important to know about yourself and your

inclinations before setting out on any path, new or otherwise.

I know that some people's eyes glaze over when they see a chart

or a formula because it means they've got to give it some personal

time and effort. But that glazed look could turn into something like

delight or even excitement when you realize how much you will be

able to improve your cash flow and bottom-line success. The choice

is yours to make.

When I was starting out in real estate, I could have easily stayed

within my father's business and been successful, but I would not have

been fulfilled. I had definite plans of my own and had to strike out

on my own to achieve them. If I hadn't done that, I would have led

a comfortable life, but not an exciting one. I also would not have

lived my own life.

Just as Robert had to realize that his father's goals were not his
goals, we all have to do some soul-searching to find out what we are
destined to do and to be. Imagine living your life and then finding out
you'd missed your own destiny in the process. I've seen some
examples of that, and I think it's a great way to eclipse yourself. If

. f- '
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you're not living your life, then who is? If you're not going to think

about your life, then who will? You're here now, so give it your full

attention!
I often think of battles and battlefields in the sense of being

arenas. We all choose, to a certain extent I would hope, what arena

we are operating in, and what arena we'd like to be operating in. It's

about having goals and visions for achievement and fulfillment. It's

sometimes difficult to change circles, but it's sometimes for the

best.
We can be very much influenced by the people with whom we

keep company, and it's not easy to break with the pack or to do the

unexpected. It can be a solitary season or two before we get enough

momentum to expand our own circle, but eventually that can lead

to a very full arena of events and people you happen to enjoy. That's

very much like writing your own script and having it become one you

wind up enjoying watching and participating in.

Choice is a freedom we can all exercise. When I meet people who

live in certain ways because they like it, but which I know I wouldn't,

it reminds me of a menu at a restaurant - there's something for

everyone. And if there isn't, there's always another restaurant to go

to. It's also a good way to keep from being judgmental - as in, to

each his own.

Back to the script idea. I heard

someone say once that we are all

in charge of writing our own

movie, and that movie is our life.
Imagine yourself writing scenes ­

What kind would you want to have?
Somehow, I don't think we'd

choose drudgery, boredom or
poverty. It's not only no fun to
Write, it's boring and depressing to
Watch. Give yourself a little
freedom to develop into
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something or someone you'd actually like to be.
Notice I said "give yourself" in the above paragraph. Very often,

the only person who will give you a chancewill be yourself. Too many

people want the status quo to remain the same, and that status quo

will include you. But you have the ability to change that. First of all,

you're taking the time to read this book, so I already know you are

capable of moving beyond mediocrity or whatever might be holding

you back. None of us should willingly join the lowest common

denominator, which in many cases turns out to be the easy road.
Those with uncommon lives have moved beyond the common.

Life and business can be combative. It can be a battle. But make

sure you choose to fight the good fight - and get away from futile
battles and battlegrounds as quickly as possible. Do not live or use

your energy in vain.

Remember: Write your own script. Then produce it yourself and

find yourself living the way you want to. That's freedom, that's
power and that's winning.

p
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Your View
Review and think about the CASHFLOW Quadrant and how it

applies to your own life.

Employee ~

Small-Business Owner
Self-Employed

Specialist

'\\ Big-Business Owner

Investor

From which quadrant do you derive the most income today?

Now envision yourself as the successful person you have
dreamed of becoming. Which quadrant will you be in at the point

when you reach the pinnacle of success?

~i Compare your two answers. Are you already in th: correct
quadrant?

If yes, then sharpen the skills you already have and get going!

Two MEN • ONE MESSAGE
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If not, then create a plan for how you can move to the

quadrant where you see yourself as a great success. Only you can
do this exercise for you!

You do not need to move overnight. But you do need to start

the process! With the plan in mind, what are the steps necessary

for you to make the move?

1.

2.

3.

__ WHY WE WAN!.YOu To BE RICH _
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CHAPTER EIGHT

THERE Is A
DIFFERENCE BETWEEN

SAVERS AND INVESTORS

Robert's View

Many people invest in mutual funds. When I talk about not being a

saver, many of them respond, "But I am investing. I have a portfolio of

mutual funds. I have a 401 (k). I also own stocks and bonds. Isn't that

investing?"

I take a step back and explain myself a bit more , "Yes, saving is a form of

investing. So when you buy mutual funds or stocks or bonds, you are sort of

investing, but it is more from a saver's point of view and a saver's set of

values."

Let's look at the passive investor philosophy. Once again, most financial

planners will advise you to

• Work hard

• Save money

• Get out ofdebt

• Invest for the long term (primarily in mutual funds)

• Diversify

Putting this in financial planners' language, it often sounds like this.

"Work hard. Make sure the company you work for has a matching 401(k)

program. Be sure to maximize your contribution. After all, it 's tax-free

money. If you own a home, payoff that mortgage quickly. Ifyou have credit

cards, pay them off. Also, have a balanced portfolio ofgrowth funds, a few

IlL ;.,;;,,;_-'--_.:o...;, """-__..... T_w_O_MEN • ONE MESSA_G_E__
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small cap funds, some tech funds, a fund for foreign equities, and when you

get older, shift into bond funds for steady income. Of course, diversify,

diversify and diversify. It's not smart to keep all ofyour eggs in one basket."

While not exact, I am sure this salespitch, disguised as financial advice,

has a familiar ring to you.

Donald Trump and I are not saying everyone should change and stop

doing this. It is good advice for a certain gtoup ofpeople - people who

have a saver'sphilosophy or are passive investors.

In today's environment, I believe it to be the riskiest of all financial

advice. To the financially unsophisticated, it sounds like safe and intelligent

advice.

Getting back to the difference between a saver and an investor, there is

one word that separates them, and that word is leverage. One definition of

leverage is the ability to do more with less.

Most savers do not use financial leverage. And you should not use

leverage unlessyou have the financial education or financial training to apply

it. But let me explain further. Let's look at this standard advice from the

viewpoint of a saver and then an investor, or an E and S quadrant person

versus a B and I quadrant person.

Work Hard

Let's start with the advice "work hard."

When most people think about the words "work hard," they think

only about themselves working hard. There is very little leverage in

you working hard. When Donald and I think about working hard,

while we both work hard individually, we mostly think about other

people working hard for us to help make us rich. That's leverage. It's

sometimes known as other people's time. As already discussed, the

B quadrant person receives more tax breaks than the E and S

quadrants because the B quadrant person creates jobs. In other

words, our government wants us to create jobs ... not look for a job.

Our economy would collapse if everyone started looking for a job.

For our economy to grow, we need people to create jobs.
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Save Money

While I covered saving money in the last chapter, there are a few other

points that are worth mentioning.

The problem with saving money is that the current economic system

needs debtors, not savers, to expand.

Let me explain with the following diagram, as originally described

in RichDad Poor Dad:

' ) YOUR. FINANCIAL
STATFMENT
INCOME

YOUR. BANK'S
FINANCIAL STATEMENT

INCOME

ExPENSfS ExPENSfS

AssETS LIABILITIES
Your Saving> YourDebt

AssETS UABILmrs
Your Deb« Your Saving>

~o

•......•.'t ;<,,:

Take a moment to study this diagram. Your savings are a liability to

the bank even though those same savings are an asset to you. On

the other hand, your debt is an asset to the bank, but it is your

liability.

Two ME N • ONE MES SAGE---

For our current economic system to keep growing, it needs smart

borrowers ... people who can borrow money and get richer, not

people who borrow money and get poorer. Once again, the 90/10

rule of money applies - 10 percent of the borrowers in the world

use debt to get richer - 90 percent use debt to get poorer.

~...
t · ~·
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Donald Trump and I use debt to get richer. Our bankers love us. Our

bankers want us to borrow as much money as we can because borrowers

make them richer. This is called other people's money (OPM). Donald and

I recommend more financial education for you because we want you to be

smarter when it comes to the use of debt. If we have more debtors, our

nation's economy will grow.Ifwe have more savers, our economy will shrink.

Ifyou can understand that debt can be good, and carefully learn to Use

debt as leverage, you will gain an advantage over most savers.

Get Out OfDebt

Most savers think that debt is bad and that paying offthe mortgage on

their home is smart. And for many people, debt is bad and getting out of

debt is smart. Yet, if you are willing to invest some time in your financial

education, you can get ahead faster using debt as leverage. But again, I

caution you to first invest in your financial education before you invest

with debt.

There is good debt and bad debt. The purpose ofgetting financially

smart is to know when to use debt and when not to.

Donald and I love real estate simply because our bankers love to

lend us money to buy good real estate - real estate that is well­

managed. Ofcourse, there is also good real estate and bad real estate.

Savers who invest in mutual funds have a difficult time using

leverage, simply because most bankers will not lend money on

mutual funds. Why? Apparently bankers think mutual funds are

too risky and consider real estate a safer investment.

Just as my poor dad fell behind financially in the early 1970s because

he was a saver, millions ofpeople today are falling behind financially

for the same reason.

In this e~onomic environment, savers are losers and debtors are

winners. You should always be careful when using debt for any

reason.

' ;;'
- , 1
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Invest For The Long Term

"Invest for the long term" has many meanings.

1. Look at this adviceas a salespitch: "Turn your money over to me for

years, and I will charge you fees for the long term." I call it a sales

pitch because "invest for the long term" is like the airlines offering

you a frequent-flier program. They want to keep you as a lifetime,

loyal, paying customer.

2. It also means they can charge you fees for the long term. This would

be like paying your real estate broker a commission for selling you

your house and then paying the broker a residual commission for as

long as you occupy the house.

3. Mutual funds may not perform as well as other investments due to

the fees paid for management of the fund. While I do not mind

paying fees, I do not like paying fees for sub-par performance.

Many people invest in mutual funds for the long term . However,

mutual funds provide no leverage. As I said earlier, my banker will

not lend me millions of dollars to invest in mutual fund s, simply

because they are too risky. There is also the lack ofcontrol (a subject

that will be covered later) .

One of the differences between mutual funds and hedge funds is

leverage. Hedge funds often use borrowed money. Why do they use

borrowed money? With borrowed money, you can increase your

ROJ, your return on investment, ifyou are a smart investor. In other

words, the more ofyour own money you use, the lower your returns.

There is a time and place for mutual funds. I invest in them

occasionally. But to me, mutual funds are like fast food ; it 's OK

occasionally, but you do not want to make a habit ofconsuming it.

if>' ..' Two MEN • ON E MESSAGE



110 I CHAPTER EIGHT

Diversify, Diversify, Diversify

Warren Buffett, reportedly the world's richest investor, has this to say

about diversification: "D iversification is protection against ignorance. (It)

makes very little sense ifyou know what you are doing."

So the question is, whose ignorance are you protecting yourself from?

Your ignorance or your financial advisor 's ignorance?

Again, there are multiple meanings for the world "diversify."Generally,

it means not putting all ofyour eggs in one basket, which is what Warren

Buffett does. To this, I once heard him say, "Keep allyour eggs in one basket,

but watch the basket closely."

Personally, I do not diversify, at least not in the way the financial

planners recommend. I do not buy a lot of different assets. I would rather

focus . In fact , the way I get ahead is by focusing, not diversifying.

One of the better definitions I have heard for the word "focus" is using

the word as an acronym.

F =Follow

0 =One

C =Course

U =Until

S =Successful

This is what I have done. Years ago, I invested in real estate until I was

successful. Today, I still invest in real estate. When I wanted to learn about

bonds, I invested in them until I was successful. Once I was successful, I

decided I did not like bonds and so do not invest in them anymore. I have

successfully taken two companies from startups through to IPOs (Initial

Public Offerings). I made millions and was successful, but decided I did not

want to go through that process anymore. Today, I still prefer real estate.

To me, diversification is a defensive posture, so I see very little offensive

leverage in diversification.

For most people, diversification is a good strategy only because it

protects investors from themselves and from incompetent or unscrupulous

advisors.

"
WHY WE WANT You To BE RICH
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This traditional financial planning advice ofwork hard, get out ofdebt,

invest for the long term and diversify isgoodfor the average investor - the

passive investor who simply rums a little bit ofmoney over each month for

someone else to manage . It isgoodadvice also for the person who is rich, but

not interested in learning how to become an investor. Many movie stars,

rich professionals, pro athletes and rich children with inheritances fall into

this group. The key is to find agood financial advisor.

Know, however, that there is very little leverage in following this path ­

and leverage is the key to great wealth.

Leverage Is The Key

Getti ng back to the

difference between a

saver and aninvestor,

there is one word that

separates them and that

word is leverage. One

definition of leverage is

the ability to do

more with less.

- - ---- -- - -- ---Two MEN • ONE MESSAGE

- Robert T. Kiyosaki
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Ever since humans lived in caves,humans have sought leverage. Two of

the first forms of leverage were fire and the spear. Fire and the spear gave

humans leverage over their harsh environment. When a child was able, the

parents would teach the child how to make his or her own fire and to use the

spear as protection and for killing animals for food. Years later, the spear

was reduced in size and the bow and arrow was developed, a higher form of

leverage.Again, one ofthe definitions of :::.~.~• • • • • • • • Il~.i!9:
leverage is theability todomorewith less.

A bow and arrow is an example ofdoing

more with less ... over a spear.

As time went on, humans continued

to use their brains to develop more

leverage. Learning to ride a horse was a

powerful form ofleverage. Not only was

the horse used for transportation and

tilling the soil for planting crops, the

horse also became a powerful force in

warfare.

When gunpowder was developed,

the ruler who had cannons conquered

rulers who did not. Indigenous peoples

: such as the American Indians,

t
&
;;
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Hawaiians, Maoris ofNew Zealand, the Aborigines ofAustralia and many

other cultures were conquered by gunpowder.

Only a hundred years ago, the automobile and the airplane replaced the

horse . Again , both new forms ofleverage were used for peacetime purposes

and for warfare. Today, the countries that control the world's supplies ofoil

have leverage over much of the world.

Radio, television, telephone, this computer I am writing on and the

World Wide Web are all forms of leverage. Each new breakthrough adds

more wealth and power to those who have the accessand the training to use

these leveraged tools.

If you want to become rich and not be a victim ofglobal change s, it is

important that you develop the greatest lever ofall: your mind. Ifyou want

to be rich and keep your wealth, your mind - your financial education ­

is your greatest lever of all.

Donald and I both had the advantage of having rich dads who

introduced us to the world of money. But all our rich dads could do was

introduce us. We still had to do our part. We still had to study, learn, practice,

correct and grow. Just as the father and mother in the cave taught their

children to start a fire and use a spear, we had rich dads who taught us how

to use money and our minds to become rich.

I can hear some ofyou saying, "But I don't have a rich dad. I wasn't born

into money. I don 't have a good education."This type ofthinking may be the

reason why your chances for attaining and, more importantly, keeping great

wealth are slim. Yourchances may be slim because you are using your greatest

asset, your mind, against yourself You are using your mind to make excuses

rather than to make money. Remember, your mind is your greatest lever.

But all levers can work in two directions - for good or bad.Just as debt can

be used to make you rich, debt can be used to make you poor.

I did not have a great education, nor was I born into a rich family. The

one thing I did have was a rich dad who taught me to use my mind to make

money ... and not to make excuses. Rich dad hated excuses. He used to say,

"Excuses are a dime a dozen. That's why unsuccessful people have so many

excuses." He would also say, "Ifyou cannot control your mind, you cannot

-.....- -.WHY WE WANT You To BE RICH--- --"'"'--...-.;......._-_-......;..-----"~
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control your life." Today, whenever I meet someone who is unhappy,

unhealthy and unwealthy, I know it is simply because he or she has lost

control ofhis or her mind, the greatest tool given to us by God.

Although Donald and I have money today, we have both experienced

financial losses. Ifwe had used our minds to blame others or to make excuses,

we would both be poor today.

We Are All Born Rich

So our message to you is the same message we received from our rich

dads: "We are all born rich. We all have been given the most powerful lever

on earth, our minds ... so use your mind for leverage to make you rich rather

than to make excuses."

InSummary

The difference between cavemen and apes is leverage. The difference

between the rich, poor and middle class is leverage. The difference between

savers and investors is leverage. The difference between the E and S

quadrants and the B and I quadrants is leverage. A well-trained and

disciplined investor can gain much higher returns with much less risk and

less money, but it takes leverage ... and leverage requires you to educate

yourself and to use your mind wisely.

Donald's View
What is the difference between a saver and investor? Years ago,

a friend of mine who is Jewish told me the answer to this question:

"Moses invests, Jesus saves." I don't know if that will be of any help

to us, but it could be an answer to think about on many levels.

I see investors as being active savers. Investing is a way to make

money, and it may not happen overnight, but saving definnely takes
time to payoff. The returns are much higher if you invest your money
rather than save it.

Two MEN • ONE MESSAGEiii..- ... ......;.-:.;......;.:-:..........;;;.._....... ---
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A lot of people are afraid of the risk or the study time involved in

learning about investing. Robert does a good job explaining the

different approaches one can take when thinking about how to handle

money. Rich Dad Poor Dad hasn't been a fluke as a success. There's

a reason it's been monumentally successful worldwide, and that's

because he takes the time to explain these things.

An investor takes big steps into the bank and big steps out of the

bank. A saver takes big steps in and small steps out. That's a visual

I've always had about the difference between investing and saving.

The power of the saver's saved money has been diminished.

Investors are visionaries in some respects - they look beyond the

present. They look into the future. If they are clear-sighted in that

way, those steps into and out of the bank aren't so scary - they're

based on the confidence that the risk involved will be good for

everyone. They will be seeing everyone coming out winners.

I rarely feel the need to convince people that my ideas are good,

because I wouldn't be speakingwith them to begin with if I felt I had

to convince them. I let them know - versus convincing them - that

what I am proposing will benefit everyone. I don't go into deals

without having those basic bases covered. Even when I was first

starting out, I could see the results so clearly that a "done deal"

feeling would pervade my thoughts and actions.

Money is like talent. It doesn't do much good if you keep it to

yourself. It has to be developed. It has to be nurtured. It has to be

used properly. It takes time, work and patience. There are many

gifted people who will never be discovered because they've never

been developed. It's also like a potentially great idea that is never

given a chance because the owner of the idea chooses not to give it

enough thought, or worse, any thought at all.

Investing requires responsibility, an ongoing responsibility. Saving
doesn't. Investing isn't for everyone, but it's like any skill- once yoU
try it and learn about the results, it can be surprisingly exciting. I can
hear it now, "Investing is exciting?" When I hear that reaction, I know

WHY WE WANT You To BE RICH _. -. ,.;.,
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that person hasn't tried it yet.

Most of you know me well enough by now to know that I like

adventures. But I'm not a thrill-seeker when it comes to finances.

And it's best if you're not either. However, avoiding what could

radically alter your life in a beneficial way is not the best choice.

We've already talked a bit about fear and how to reduce it. That's

one of the differences between a saver and an investor: Savers are

still living within the realm of fear. Investors have conquered that

fear and are reaping the rewards. Focus on what fears you are dealing

with and then ... deal with them!

When I was starting out, and had just moved to Manhattan, the

real estate market had cooled off to the extent that - for the first

time - people were talking about the city going bankrupt. This fear

led to more fear and citizens started to lose confidence in the city.

It wasn't a great environment to be in if you were an up-and-coming

real estate developer.

But I saw the problem as a great opportunity, because to me

Manhattan was the center of the world and I was going to be a part

of that world, no matter what the current (and, in my mind,

temporary) financial crisis might be. So this particular fear really

served to fuel my ambition and courage, not undermine it. That is

the time I started to think about an enormouspiece of property along

the Hudson River - 100 acres of riverfront property that was

undeveloped. A financial crisis didn't _'ii; j~)

interfere with my dreams - and I

didn't shelve my ideas for a better . . ..
time or a less-rainy day. I was vtstoriartesrn some
determined to be a real estate

developer, no matter what the

Climate was. The point is, I invested
time and developed my ideas, despite
the situation. I didn't table my plan ...
or wait until conditions were perfect.

L.. . _ Two MEN • ONE MESSAGE
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Savers wait for a long time, which often means they will missout

on opportunities. You may not have the money at the moment, and

conditions may not be ideal, but that doesn't mean your mind can't

be working on your ideas and paving the way to a better future.

Things are rarely perfect and having an active-investor mind will keep

you prepared and ready for the opportunities that will surface. Give

investing a chance in the most comprehensive way you can: Look for

opportunities in every climate. That's leverage.

Your View
Review how you benefit from leverage in your life today:

Other people's time being used for your benefit:

Other people's money being used for your benefit:

How might you increase the use of leverage in your life?

How do you see others using leverage in their lives?

Could you see yourself doing what they do?

Keep reading to see other examples of leverage - the

examples may help you in answering this question.

WHY WE WANT You To BE RICH .,



, I 117

CHAPTER NINE

THE Two THINGS
You INVEST

Robert's View

t Myrich dad often said, "There are onlytwo things youcan invest: rime

and money." He also said, "Since most people do not invest much time, they

lose their money."

Using the 90/10 rule of money as a rough guide, I would say that 90

percent of investors invest their money, but they do not invest much time.

And the 10 percent that make 90 percent of the money invest more time

than money. By the end ofthis book, you will know why Donald and I make

so much money, gain much higher returns, and use less ofour own money.

We can do that because we invest more ofour time than our money.

Look at the following diagram of three investors. I think you will

understand the relationship between investing time versus investing money.

I,'1:1;
'i-

NON-INVESTOR.

Invests no time
Invests no money

No Financial
Education

PASSIVE INVESTOR.

Invests no time
Invests money

No Financial
Education

ACTIVE INVESTOR.

Invests time
Invests money

Lots of Financial
Education

Two MEN • ONE MESSAGE
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When you look at this simple diagram, it is easy to see why the first two

types of investors, the non-investor and the passive investor, would say,

"Investing is risky." They have no (or very little) financial education, and

they have very little financial experience; hence, they fall prey to any

financial advisor promising safety and security.

Donald Trump invested a lot oftime in his financial education. He went

to Wharton, possibly the finest business school in America. In 1969, when

I graduated from the Merchant Marine Academy in New York, I considered

going to Wharton also. One ofmy classmatesfrom the academy,AI Novack,

was accepted and wanted me to go with him. I did not go because the

Vietnam War was raging, and I decided to go to flight school instead.

I did not have the formal business school education Donald did, but I

knew not having an education was a handicap. Instead, I focused a lot of

time and money getting my financial education outside the traditional halls

oflearning. I attended many seminars, listened to many tapes and CDs, read

business books and made it a practice to teach what I learned ... because

teaching is one of the best ways to learn. I also learned by finding a mentor

and becoming an apprentice, just as my rich dad was a mentor to me and I

was an apprentice to him.

I took two companies public because I found two mentors who taught

me the process. I invest heavily in oil and gas because I had training from

Standard Oil ofCalifornia and from a mentor who taught me about oil and

gas syndications (how to raise money for oil and gas investments).

I continue my financial education via real-life experience and by having

great mentors as well as great advisors.

Donald Trump and I would not be writing this book together if! had

ever stopped my financial education. I love learning about money, business,

finance and wealth. I will probably be a student until the day I die. I do not

think I will ever feel I know enough, or that my cup is full or that I have all

the answers. I can alwayslearn more and love doing so.

I"
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Many investors think investing is risky because they take financial advice

from financial experts who have very little financial training or experience.

I; .,r·,··

t

1. Do you realize that it takes more time to become a licensed

massage therapist than it takes to become a financial advisor?

2. Do you know that less than 20 percent of all stockbrokers and

real estate brokers invest in the product they recommend you

invest in?

3. Do you know that most financial journalists have very little

financial training or real-world investment experience?

4. Do you know how many people invest offofhot tips - hot tips

from poor people, not rich people?

S. How many ofour politicians and lawmakers have any real-world

investment experience?

6. How many schoolteachers have any real-world financial training

or experience?

11... .-..,;, _

Don't Be A Patsy

I once heard Warren Buffett say, "If you are sitting in a poker game and

after 20 minutes you do not know who the patsy is ... then you're the patsy."

My rich dad would say, "The reason why most E and S quadrant people

suffer is because they take financial advice from other Es and Ss," Or, as

Warren Buffett has said (and I've referenced earlier in this book), "Wall

Street is the only place that people drive to in a Rolls Royce to take advice

from people who ride the subway."

Choose Your Advice Carefully

Since your mind isyour most valuable asset and your most valuable lever,

you need to be careful about what you put in it. Sometimes it is even more

difficult to get rid of thoughts and ideas that are already in your mind than

..... it is to learn something new.t Many financial journalists disagree with my thought process - my ideas
'~; '

Two MEN • ONE MESSAGE



120 I CHAPTER NINE

clash with their ideas. They ask, "You say you can invest without money.

Isn't that risky?"

"Well, duh! If! don't have any money in the project how can there be

any risk?" is how I want to respond.

A few days ago, I was speaking about investing in silver coins on the

radio. A caller got through and said, "I'm making 9 percent on my money

in mutual funds. Why should I invest in silver?"

I wanted to say"Silverhas gone up nearly a hundred percent in less than

a year." But I didn't. Instead, I simply said, ''I'm glad you're happy with a 9

percent return."

Many people think investing is risky because for people without

financial education and experience, it really is risky ... and it is even riskier

when you turn your money over to a financial advisor who has only a little

more education and experience than you have.

One ofmy pet peeves iswhen real estate salespeople say to buyers, "This

property will appreciate in value." In other words, they mean, "Buy this now,

even though it loses money, because in the future, it will make money. Real

estate always goes up in value." I would want the buyer to ask, "Will you

give me a money-back guarantee if I do not make money?" That usually

dampens the sales pitch.

When it comes to investments, the questions you should ask are:

2. How do you reduce risk and increase returns?

3. How do you find great investments?

4. How do you know a good deal from a bad deal?

S. How do you invest with less of your own money and more

OPM (other people's money)?

6. How do you get the experience without risking money? .

7. How do you handle losses?

8. How do you find good advisors?

I wish these questions could be answered easily. But they are questions

without specificanswers.They are questions that keep me studying,learning

and searching. By continually asking myself these questions, I get better

WHY WE WANT You To BE RICH--- - - - - - ..;.;,,;;.-_........................_............................-...;..--
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1. Loving what you do

2. Having patience

3. Acting in the face offear

answers, but I have yet to find the one answer that makes me feel

comfortable, safe and secure. These are questions true students know they

will probably never find the right answer to - because there is always a

better answer. We know we can alwaysget better.

It is the search for the answer - the answer I may never find - that

makes me rich. It is the search that keeps me going, getting richer and not

retiring, even though I have the money to retire on. You see, it is not the

quest for money that makes me rich. It is the quest for knowledge. It is the

desire to learn more, do more, accomplish more and help those who want to

learn that drives me ... and money is just the score, a measure to tell me how

we are doing. Money is the celebration ofsuccess, just as the lack ofmoney

is the reminder that we need to learn more. Just as a traveler watches for mile

markers, I look at money simply as a marker - a marker that measures the

journey and distance traveled.

Tiger Woods may appear to play for money because he has so much of

it. Yet, ifyou ask him, he says he plays to master the game ... and money is

his measure ofhis mastery. I would guess that the Rolling Stones tour not

because they love the money, but because they love to entertain. If they did

not entertain, life for them might be over. Many an ex-football star would

play the game for free, ifhe were young and healthy enough to just get back

in the game.

• ' A great book I read recently is The War ofArt by Steven Pressfield. I

recommend this book for anyone who knows that their life is a journey, not

a destination. In The U'ltr ofArt, Pressfield says, "Many people think

amateurs do not play for money, but they play for the love of the game. In

reality, the reason amateurs are amateurs is because they do not love the

game enough." Pressfield's main point is that you must overcome resistance

in order to achieve your "unlived life within." He discusses the types of

resistance that confront us and reveals how often it is self-imposed. What is

his advice? He recommends:

"
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they do not love the

game enough."

- Robert T. Kiyosaki

In The War ofArt,

Steven Pressfield says

"Many people think

amateurs do not play

for money,

but they play for the

love of thegame. In

real ity, the reason

amateurs are

amateurs is because
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I believe I win at the game of money

because I love the game. When I was

younger, I worked for free because I

wanted to learn the game. Today, I go past

golfcourses and basketball courts and I see

young and not-so-young people playing

for free, often paying to play because they

love the game so much.

I study and practice because I love the

game and because I want to win. I have

read and studied the history of the game,

knowing I will never know as much as I

need to know. I study the rules, and I study

the players. I know my competition, and I

study them because I respect them. Long

before I met Donald Trump, I read his

books and followed his successesaswell as

his failures. I also studied Steve Jobs,

founder of Apple, and Richard Branson,

~]liilli••••••••II.i. founder of Virgin. As you can tell, I
studied the rebel leaders of business, not

the conformists. To me, conformists are boring.

Like it or not, all ofus are in this game ofmoney. Regardless ofwhether

you are rich or poor, living in the United States, Asia, Europe, Africa, South

America, Canada or wherever, we are all in this game ofmoney. The winners

of the game are those who love the game the most. Ifyou do not love the

game, get out. There is probably something more useful for you to do,

something more exciting for you.

Donald Trump and I win much more than we lose simply because we

love the game. Ifyou do not love the game and do not want to study and

learn, Donald and I recommend you find someone who is as dedicated to

winning (and dedicated to studying) and turn your money over to that

person, once you have found him or her.
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A Finallhought

PASSIVE INVESTORS

Invest money

Invest in:
A]ob

Savings
Getting Out ofDebt

Mutual Funds
Diversification

Lack ofMoney

Fear

ACTIVE INVESTORS

Invest time

Invest in:
Businesses
RealEstate

More AdvancedVehicles

Abundance of Money

Fun

This comparison shows that there are other differences that separate

passive investors from active investors. Not only do they invest more time,

they invest in different investment vehicles. I put businesses at the top of

the list because building a business ofmore than sao employees requires the

most financial skill, education and experience.

Real estate is next, requiring more financial skill, education and

experience than, let's say, stocks, bonds or mutual funds. Remember the big

difference between investors in stocks, bonds and mutual funds and real

estate investors is that real estate involves leverage. Therefore, you have to be

more careful. And real estate also requires management skill, experience and

expertise. It is the use of leverage and the requirement of extensive

management that causes most investors in paper assets to fail when

attempting to invest in real estate.

The more advanced investment vehicles are such things as hedge funds,

....~~---------_ ......._-_......._- Two MEN • ONE MESSAGE
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Isn't it interesting that the educational system still teaches primarily

through reading and lecture? And it has been armed with The Cone of

Learning since 1969!

Donald and I both believe in the power of games. In my game

CASHFLOW, the players start with jobs and paychecks and have families.

They learn investing skills by actually investing with play money, and they

learn how each and every decision they make impacts their individual

financial statements. It is learning through simulation that reduces the

players' fear of investing.

Donald also has a board game called TRUMP: The Game that teaches

negotiation skills related to real estate. Again, the players gain valuable

experience and learn techniques that can help them in real-life or business

applications.

Both games motivate the players and help them realize the importance

ofnot letting emotion get in their way. Both games generate an adrenaline

rush and excitement in the players.

Donald's View
I read Robert's chapter before I started mine, which is good

because I had the same answers: time and money. He made such

good points, and thoroughly explained points, that I'm wondering to

myself, what can I add?
I'm not really into etymology, but recently it was discovered that

the most used word in the English language is "time." "Money" may

have been in the top 100, but it was nowhere near "time" in the

ratings. Then I remembered how someone once explained life as a

credit card that's given to us at birth - minus the expiration date.

The time we have on that card becomes the big question, not the
I

money.
The properties of time have always been of great interest to

physicists and scientists. Time is measured by numbers. Which brings

WHY WE WANT You To BE RICH
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- Donald}. Trump

If something is going

to affectyour life, it's

best to know as much

as you can about it.

us to math. Which brings us to money. But if you've run out of time,

all the money in the world won't change that situation.

My wife, Melania, and son Barron demonstrated perfect timing

when it came to Barron's birth. I'd just returned to New York, we
went to the hospital and he was born. Barron has displayed a very

subdued temperament, which I think he got from his mother's side.

But I still marvel at the timing of his birth. We have no control over

certain events, and yet sometimes they seem to be perfectly

controlled.
I am never absolutely certain about anything - because I am not

omniscient. I have instincts. And I have beliefs, but surprise is always

a possibility. Because of that, I am far more humble than people

might suspect. Oddly enough, I think I have been rewarded for that

humility. It works that way sometimes.

Linda KaplanThaler is the CEO of the fastest growing advertising

agency in the US, The Kaplan Thaler Group, and she appeared on

The Apprentice to be a judge on one of the task assignments

involving a car advertisement. Prior to that, Melania had been

featured in a popular Aflac commercial and she mentioned how

professional - and thoughtful -Linda and her team had been

towards her and everyone on the set. In addition, the ad was very

successful, and I was impressed enough to remember Linda when we

had an opening for an advertising professional in one of our episodes.

I am not surprised that her new book with Robin Koval, The Power

of Nice, is becoming very successful. I;

It is a powerful testament to the

POwer of time invested wisely - by

being courteous and thoughtful.

Robert mentions that you should
choose your advice carefully, and

linda's book would be a good choice
for both time and money investment.
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How does this apply to investing and finances? Actually, it applies

to everything. What you do with your time is a very big subject,

because lost time can never be recaptured. Very often, lost money

can be regained. As Plutarch said, "Time is the wisest of all

counselors." In short, be careful of your time and learn to invest it

- thoughtfully.

This exercise will help to illustrate my point:

If you saw time as money, would you be more careful with it?

For example, if wasting 15 minutes of your time meant you

would lose $500, would you be more aware of how those 15

minutes were spent? I think so. And what would constitute

"wasting" 15 minutes? If you were in the entertainment

industry, watching a film would not be wasting your time. If

you were in the hospitality industry, checking out a new

restaurant would not be wasting your time or money. The

answer would be different for each of us. I think we all know

when we are squandering time.

The assignment for you is to see where you spend your time

- and to assess how much money you've invested in doing

so. All the money in the world cannot replace lost time, so

proceed accordingly.

Another very good point of Robert's is that we are all affected

by money, no matter who we are or where we live or what we

do. Money, like time, is a common denominator we share.

Most people need money to buy food, which is necessary to

sustain life, so they are intertwined whether we choose to

believe it or not.

Money will affect your life. My theory is that if something is
going to affect your life, it's best to know as much asyou can
about it. Will you be able to find time to invest in your
financial education?

WHY WE WANT You To BE RICH
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Your View:
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Review how vouspend your time. Therer care 168 hours in a

week (7x24) :

Hours spent working

Hours spent commuting

Hours spent getting ready

Hours spent eating

Hours spent sleeping

Hours spent with family

Hours spent on a hr.~~h\1

Hours spent exercising

Hours spent getting educated

Hours spent relaxing

Total 168 hours

,
. .>;

Can you find 4 to 10 hours a week that you could spend on

your financial education? Chances are you can. The question
is: Will you?

Make a commitment to spend more time getting educated, and
then do it! Reading this book is a good start. What else can
you do?
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CH APTER TEN

WINNERS
TAKE CONTROL

Robert's View

Once you understand leverage, which is theability to do more with less,

you will probably begin to see leverage everywhere. For example, the chair

I am sitting in is a form ofleverage. It would be tough for me to sit on the

ground and type with ease. Having partners is leverage. At The Rich Dad

Company,I combine my talents with Kim's and Sharon's talents which gives

me much more leverage than working on my own. Using strategic partners

creates leverage and is often called OPR, other people's resources. We use

strategic partners to help us in several areas ofour business, for instance we

use a strategic partner to distribute our books so we do not have to build

that capability inside Rich Dad. The important message is: Rich people use

more leverage than poor people. Ifyou want to be rich, you need leverage.

If you want to be really rich, you need a lot ofleverage.

In the CASHFLOW Quadrant, the E and S side ofthe quadrant usually

hasvery little leverage. Both the E and the S quadrants involveyou doing the

work by yourself The B and I side is nothing but leverage - other people's

money and time.

Leverage can come in many forms. Leverage can be your thoughts.

People who win are careful with their thoughts. They don't think to

themselves, "I can't do that:' Or, "It's too risky." Or, "I can't afford it."Instead,

they think, "H ow can I do that? " Or, "How can 1reduce my risk?" Or, "How

can 1afford it?" People who invest to win are also very careful about whom

they take financial advice from. Just as Olympic athletes carefully choose

.... -
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which foods they put in their bodies, investors who invest to win need to

carefully choose which advice they put in their heads . Sometimes, it may

require clearing your mind of old thoughts. For much of my life, my mind

staged a running battle between what my poor dad taught me about money

and what my rich dad taught me about money.

The Power OfControl

In addition to wanting leverage, investors who invest to win want

control. People think investing is risky simply because they have no control.

I like business and real estate because I have control. I do not like paper

assets such as stocks, bonds and mutual funds because I do not have COntrol.

Most people who think investing is risky invest in paper assets and have no

control. Is that you?

Those ofyou who have seen my television show on PBS are familiar with

the car metaphor I use. On the show, I have a mock-up of a car to

demonstrate the importance ofcontrols. On the car, I have:

1. Steering wheel

2. Brakes

3. Gas pedal

4. Gear shift

S. Driver's license

6. Insurance

Using the car as an example and a metaphor for investing, I ask the

audience if they would drive a car without anyone of these six factors. For

example, ifyou got in a car and it did not have a steering wheel, would you

drive the car?

Obviously, the answer is "No." Why? We all know: Because driving the

car would be too risky without the control ofa steering wheel.

Many people think investing is risky because they do not have control.

And when you invest in mutual funds, stocks, bonds or savings, you have

almost zero control.

On top of that, most investors have no training, and to drive a car

WHY WE WANT You To BE RICH
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requires at least a license to ptove the driver has had training and can drive.

What makes matters worse is that the investment advisors, financial

planners and brokers have no control either, which may be why they

recommend "diversify,diversify, diversify."Diversification is required when

you do not have control. Warren Buffett does not diversify because he

invests for control. He buys either all of the business or a controlling share

of the business.

Donald and I love business and real estate because we have control. So

what do we control? Most of the answer is found in the following diagram

of a financial statement:

INCOME

ExPENSES

AssETS LIABILITIES

t
t

As entrepreneurs and real estate investors, the six controls we want are:

1. Income

2. Expense

3. Asset

4. Liability

S. Management

6. Insurance

Y "tit
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When we speak about financial education, we are speaking about

education that gives you the knowledge about how to control these six

factors. RichDad Poor Dad is about controlling these six items. For example,

when it comes to insurance, I mention the importance of using corporate

entities to protect personal assets from taxes and lawsuits.

It is control over these six factors that truly separates the rich from the

poor.

Another example of control is the ability to increase sales and reduce

expenses. Most people are pretty good at reducing expenses, but very few

people are good at increasing sales. That is why, after returning from

Vietnam in 1974, my rich dad recommended I get a job learning to sell. He

said, "If you want to be an entrepreneur, you need to know how to sell,"
That's why I spent four years at the Xerox Corporation, learning to sell.

When people ask me what's the first thing they should do if they want

to be an entrepreneur, I recommend they learn how to sell. Most do not take

my recommendation. As Donald Trump says,some people are born natural

salespeople and some aren't. Even ifyou aren't great in sales, you can learn

... if you want to. I wasn't a natural salesperson, but I did learn. I am not a

best-writing author, I am a best-selling author. It is my study of the subject

of sales that allows me to have more control over the income from my

investments and the number of books I sell. The world is filled with great

authors with great messages; the problem is they don't know how to sell.

The price ofnot being able to sell is a very high price to pay - a price greater

than money.

Donald Trump and I recommend and support the network marketing

or direct sales industry primarily because of the education aspect of the

industry. Not only do most of these businesses focus on training people to

be business owners, many of these businesses also have great personal

development and sales-training programs. Select an organization for the

education aspect more than for the compensation. This is another example

of investing more in your education before investing your money.

If you cannot sell, you have very little control over your income, the

income ofyour business or the income ofyour properties. Having the name

WHY WE WANT You To BE RICH
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"Trump" on a building not only increases sales,but also the price and value.

That is sales power. That is control.

Teach To Be Rich

- Robert T. Kiyosaki

Leverage can come in

many forms.Leverage

can be vourthoughts.
Peoplewhowin are

careful .with their
thoughts,~ not~:~ayi~g "1

can't do thatr'Or "It's

too risky." Or "1 can't

afford it." Instead they

say, "How can I do

that?" Or "How can I

reduce my risk?" or

"How can I afford it?

No Control

I created a product titled Teach To Be Rich for people who want more

financial education in these six control areas. It is a product designed for

CASHFLOW Clubs and it teaches the Rich Dad educational and

philosophical content. Teach To BeRich is comprised oftwo workbooks and

three DVDs. The DVDs are included to reach people who prefer visual

learning. The group leader can play the DVDs and lead a group discussion,

supported by content from the two workbooks. In addition ro going

through the DVDs and workbooks, it is also recommended a person play

the CASHFLOW games 101 and 202 to reinforce the lessons. This is the

Cone of Learning in action. By having !,~:"!::,i !

group discussions and playing the game,

you increase your retention of the

material - locking in the lesson. More

importantly, it prepares you for the real

world of investing , entering that world

with more time invested in learning ... . -,

before you invest your money.

You can learn to control your

investments through education. If you

havecontrol, your risk will go down and

your returns on investments will go up.

Many people feel powerless because

they do not have control over their jobs.

I have met many people who lost their

jobs - not because they were bad

employees, but because their companies

Were sold and they were fired. With so
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many jobs going overseas today, more and more people are feeling OUt of

control. It's rough to feel confident when you have very little control over

both your job and your salary and you invest in assetssuch as savings,stocks,

bonds and mutual funds - assets you have no control over.

If our education system was doing its job, it would be teaching young

people about the difference between learning to take control and learning

to go through life without control.

In summary, there are three reasons why most people think investing is

risky.They are:

1. They have very little financial education.

2. They invest in investments where they have no control ­

investments such as savings, stocks, bonds and mutual funds.

3. They take investment advice from salespeople, who also have

no control over the investment.

Step two is control. Once you understand what you are going to

leverage, your next task is to make sure you have control.

Donald's View

Winners Take Control

Control is all about education. The more financially educated we

become, the faster we can spot situations that are advantageous and

those that are not. Weeding out the bad ideas from the good ones

becomes easier.

I have a lot of interests as a businessman, and I retain control by

keeping an active interest in all of them. I hire qualified people and

trust they will do their best, but I make sure to keep in touch with
them and keep my door open to them. I don't micromanage, but I
know that, ultimately, the responsibility is mine. Knowing that the

WHY WE WANT You To BE RICH
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Brainpower is the ";;'

u Iti mate leverage.

WINNERS TAKE CONTROl I 13 7

responsibility is mine means that I am in control - period.

The Trump Organization is the number-one privately held

company in New York. I'm proud of that and of the work we have

done. Notice I said "we" - because a lot of us work very hard, and

I know that. But I make sure we remain winners by setting the

standard myself .

Life is full of risk. We don't have total control - much as we'd

like to think we do. But we can reduce the risk and increase our

leverage by becoming educated, making moderate choices and

keeping a positive attitude. A lot of people have been great successes

when the supposed "odds" were entirely against them. They won

because they decided to take control of their destiny and refused to

give up.

One way to maintain control is to always keep the big picture in

mind. When people talk about the big picture, I am often reminded

of a tapestry. Someone once told me that if you look at the back of

a beautiful and priceless tapestry, all you will see is a bunch of knots.

Well, sometimes that's all people will see because they haven't seen

the finished design on the other side yet . Destiny sometimes works

that way, sodon't give up control by leaving your own tapestry - the

design of your life - unfinished.

Soon after I heard that analogy, someone said they were "in

knots" about something, and I suddenly just saw that the guy wasn't

Visualizing his tapestry. He was losing sight of the big picture. When

I told him the story, he became Visibly more relaxed. Look at things

from the other side sometimes. It will help you maintain control,

giving you insight into how to deal with problems and people. You
have to be able to control what is ~ . i\

~ D

around you, at least to the extent

that you aren't left in knots.

Some synonyms for control to
think about are command,
mastery, authority, dominion and
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determination. You may not have control over a lot of things , but

you can start with yourself. Brainpower is the ultimate leverage.
You've got a brain; use it . Call me a control freak, but Idon't accept

excuses. Winners take control by accepting responsibility.

Your View
:>+1j~jI~~:ff~~ ;~f:i(~~~:.1:~J~~:;;~F,~~~;~~;~-;;t;t~~ ., -l-;;

Review your Iife today. Are'you'able to choose how you spend

your day, or are you told how to spend your day? Do you direct
how your money is invested, or do you leave it up to someone
else?

What are you in control of?

What are you not in control of?

Just by becoming more active in your financial education and

your investments, you will find yourselffeeling more in control of
your life .

If you are an employee and feel out of control, consider what
you can do on a part-time basis (i.e. start a part-time business) to

change that. You will be amazed at how quickly your confidence
increases, just from feeling more in control of your life.
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CHAPTER ELEVEN

RIGHT-BRAIN AND
t. LEFT-BRAIN CREATIVITY

Robert's View

In an overly simplified explanation, the left-brain (the left hemisphere of

the brain) is generally associated with linear thinking or logic. People who

are good with reading and math are generally considered left-brain

dominant. The right-brain (the right hemisphere of the brain) is more

spatially oriented. People who are good with art, music and color are more

right-brain dominant. In reality, it takes both sides to function, but you get

the idea.

For many years, I have studied the subject of education and how we

learn. Do you know that when we are born, we have an undivided brain? It

is not until we are four or five years old that our brains have split into two

hemispheres - a right side and a left side. Our current educational system

caters to those that are more left-brain than right-brain dominant.

A Flash OfGenius

Winston Churchill, as a child, would report a sudden flash in his brain

that stunned him. He would sit quietly for a moment, and then he could

explain what he had experienced. Researchers guess that the flash of

intuition took place in the right-brain and then traveled across a part ofthe

brain known as the corpus callosum into the left-brain. Since speech is

associated with the left-brain, the theory was that the flash of genius went

off in the right-brain and took time to travel to the left-brain, eventually

alloWing Churchill to speak about this bit of intuitive knowledge. Could
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Kiyosaki

experrence

IIr

It requires both sides

of your brain to be

successful.

Taking control and

being creative requires

both financial

education ancf'

this be the way that God, or our

maker, delivers new information to us

as a species? Could this be the theory

behind the term "brainstorm"?

As a society, we tend to think of

left-brained people as smart and right­

brained people as Rakey. We tend to

value people who are left-brained

more than right-brained, typically by

paying them more. That is why

accountants, attorneys, doctors,

dentists and MBAs are generally paid

more in corporate America.

1£ as a society, we have tended to

assign more financial value to people

who are left-brain dominant than

those who are right-brain dominant, that trend may be changing. In his

book, A Whole New Mind, Daniel Pink writes about the shift in value today

away from left-brain people to right-brain people. He states:

"The future belongs to a very different kind ofperson with a very

different kind of mind - creators and ernpathizers, pattern

recognizers and meaning makers. These people ... will now reap

society's richest rewards and share its greatest joys."

Creativity Makes You Rich

Understanding the functions of the left-brain and the right-brain is

important because creativity has the power to make us very rich.

I find it interesting that the investments most people invest in ­

investments such as savings, stocks, bonds and mutual funds - do not

require creativity. In fact, as an ordinary investor, ifyou try to get creative

with these investments, you might wind up in jail. The federal government,

through agencies such as the Securities and Exchange Commission (SEC),

WHY WE WANT You To BE RICH
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becomes the watchdog against any kind ofcreativity. The SEC watches over

the people selling these investments - people such as bankers, stockbrokers

and financial planners - to make sure its rules are followed. In many ways,

investments such as savings, stocks, bonds and mutual funds are perfect for

left-brain people.

Real estate and businesses, on the other hand, are ideal for right-brain

people. In fact, the more creative you are, the better your chances of

becoming rich. Let me give you a few examples ofcreativity.

1. If! were to savemoney or invest in bonds, it would be the bank that

sets the interest rate. In real estate, there are many times I determine

the amount ofinterest I can collect.

2. When it comes to income, I can increase or decrease my income

with real estate or business as I see fit. With stocks, bonds and

mutual funds, other people determine how much income I earn.

3. When it comes to taxes, if I were to sell paper assets, I would have

very little control over taxes. With real estate and business, I can

control when I pay my taxes, if ever, and how much I pay. The tax

laws are written to support re-investment into one's business or real

estate.

4. I can change the use ofa property asset. For example, if! look at 10

acres ofland as a farmer, I might be willing to pay $1,000 per acre.

If! look at the same 10 acres ofland as a developer, I can change the

zoning, which would make that same piece ofland worth $10,000

per acre.

5. I can use my connections and "inside information" to trade a piece

ofproperty or a small business. IfI use such "inside information" to

trade a security, it may be illegal.

6. I can take a bad piece ofproperty, add some decorative touches, such

as paint, and increase the value of the property.

And the list goes on and on. How much you make and how you do it is
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only limited by your creativity when you have control over your business or

your real estate.

1. In business, I can hire and fire the management. Ifa stock or mutual

fund has a bad management team, all I would be able to do is sell the

stock or fund and look for one with better management.

2. In business, I can change my business model. Right now, we at Rich

Dad are building three new divisions within our business. We are

building a business that caters directly to schools, a regional seminar

business and a franchise system that markets directly to consumers.

3. In business, we can create new brands. In addition to the Rich Dad

brand, we are creating two new brands. One brand is Rich Woman,

championed by Kim, my wife, and the other is Rich Family,

launched by Sharon Lechter, my partner.

As I said, the list goes on and on.

In reality, it requires both sides ofyour brain to be successful. It takes the

combination ofthe left-brain (for the words and math skills) and the right­

brain (for the creativity) to succeed.

Taking control and being creative requires financial education and

experience. You may notice that Donald Trump is very creative and he has

control- both ofwhich contribute to his success. Once you have control,

get creative.

• iJ.~ i1if

Donald's View

Flashes
Robert's comments about control and creativity reminded me of

something that may seem like one of those flashes he was talking

about. In this case it's a memory flash, but I think it's worth
mentioning. Earlier in this book Robert described his visits to my

WHY WE WANT You To BE RICH
'de



RIGHT-BRAIN AND LEFT-BRAIN CREATIVITY I 143
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offices in Trump Tower, and one thing I haven't mentioned is how his

offices are set up: They epitomize control and creativity. I'm not

talking about his home office, which has a pool nearby and a well­

stocked private library off to his left elbow, but his business offices

in Scottsdale, Arizona.

When I think about the design of the Rich Dad offices, it's very

clear to me why Robert's books and his many other endeavors have

been so vastly successful - he has creative control. His offices in

Scottsdale are completely functional, contain an audio and visual

studio, and are very compact in comparison to the scope of business

generated from them. I immediately knew that Robert and his team

knewwhat they were doing. In short, if you know what you're doing,

you don't need a lot of space to do it in.

Likewise, when people visit my core office at The Trump

Organization, they are always surprised by how small it actually is.

We generate a lot of activity from here because we don't have

unnecessary energy sappers like overstaffing, overstuffing or unused

space. Everyone knowswhat they're doing, and they do it. I know my

name is synonymous with luxury, but that's becausewe know how to

work to achieve it to begin with. It's hard to be creative when things

are too big to control, and it's hard to control that which gets out of
hand.

Robert also mentions that creativity makes you rich. Absolutely

right! And here's another reason for that: Creative people don't need

to be motivated by anyone else. They motivate themselves. They

listen to and use both sides of their brains for maximum potential.

They find inspiration instead of waiting for it. And they use their

brains in the biggest way possible.

A few years ago there was an article about the most desired
recruits for medical school: music majors. The reason is that their
left and right brains are equally developed because music is
mathematical and creative at the same time. It also requires
discipline and long hours of practice - a great combination of
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Creativity and control

can go hand in hand.
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•••••••1"· '. attributes for med school students.

Creativity is also related to

intuition, something I believe in.

Some things are just inexplicable,

but the creative mind can grasp

them and put them into tangible

form. When I'm working on a

project, I am very focused, but I am also open to new ideas and

inspiration that might come along. Sometimes I'm not exactly sure

why something isn't right, but I'll know something isn't right. For

example, when I was building Trump Tower, I had people telling me

that the lobby should have paintings on the walls. I love paintings,

but to me that seemed old fashioned. I wanted something more

original. I had a dramatic atrium space and I wanted a waterfall. It's

nearly 80 feet tall and cost $2 million to build, but it's fantastic. It

suits the space.

Innovative thinking can have superb results. When I bought Mar­

a-Lago in Palm Beach, it was a private residence. It had belonged to

Marjorie Merriweather Post, and it was more like a Venetian palazzo

than anything else. It was a masterpiece. It was also huge, having

118 rooms and set on twenty acres facing the Atlantic Ocean and

LakeWorth. I restored it to its original grandeur and realized it would

serve a greater public purpose as a club, and now The Mar-a-Lago

Club is a thriving addition to the living history of Palm Beach. Those

of you who have homes will know how expensive the upkeep of a

118-room home would be, soyou can see the financial advantages of

turning this into a membership club. But it has remained my second

home and I treat it that way - and that's another reason for its huge

success. It has to be perfectly maintained and every detail remains

important to me.
Creativity and control can go hand in hand, and for the best

results, that's how it should be. So start listening to both sides of
your brain and you'll start seeing some results.
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How have you used creativity to solve a problem or challenge?

-.' Are you :reative? Earlier in the book, we talked ab?ut
. problem-solving. When you solve a problem, you are being

creative - you are creating the solution.

Have you ever had a great idea? Of course you have!

Have you ever made money from your great idea?

If so, congratulations! Keep it up.

If not, think of how you can take your great idea and

leverage it wh iIe you keep control over it!
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CHAPTER TWELVE

THINK BIG ­
THINK EXPANSION

Robert's View

One of Donald Trump's signature trademarks is the talk he gives on

"Thinking Big." He definitely practices what he preaches. If you have any

doubt about his ability to think big, all you need to do is go to New York

City and count the number ofskyscrapers with his name on them.
Ii I have had the privilege oflistening to his talk on thinking big, and each

timehe throws in someth ingn ew and expands my own thinking. If you ever

have the chance to hear his "Think Big" talk, grab the opportunity. Ifyou

can hear it more than once, keep taking the opportunity.

s. Even though my rich dad did not talk about "thinking big,"he taught us
f.

the same concept. Instead, the words he often used were "leverage" and

"expansion." When he taught his son and me to think about the differences

between leverage and expansion, he used the McDonald's franchise as a

teaching example. He would say, "W hen Ray Kroc bought McDonald's

from the McDonald brothers, he leveraged himsel£ When he franchised

McDonald's, he expanded his leverage."

When Ray Kroc purchased the hamburger stand, he leveraged himself

because the burger business could make money with or without him. And

this iswhere most S quadrant business owners stop, keeping their businesses

small.When Ray Kroc developed a franchis e system for the small business,

he expanded the hamburger business into the B quadrant.

You may notice I used the words "franchise system;' the key word being

system. In Bejore }OU Quit }OurJob, written for entrepreneurs, I write
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working hard and accomplishing little. In most cases, these types of

businesses focus primarily on people and not on developing great systems.

A great team ofhighly paid people will fail without great systems.

What is the difference between an entrepreneur and a CEO? Making it

as simple as possible, an entrepreneur is like a person who builds great race

cars. A CEO is like the driver of the race car. If you have a great race-car

driver, but a poorly built race car, the great CEO will lose every race. Rarely,

you will find entrepreneurs who are great CEOs. Donald Trump is one of

those people. So are Bill Gates, Michael Dell and SteveJobs. These men can

build great race cars and drive them.

In The Rich Dad Company, we have three CEOs and three race-car

builders in Kim, Sharon and 1. Sharon is excellent at both building and

driving the race car. Kim and I are better at driving, but we do build parts

of the car. I otien say that I am the horn of The Rich Dad Company and

Sharon is the engine. I would definitely say Rich Dad is a team enterprise.

In Summary

I have met many people who have become very rich in the S quadrant.

Many are small-business owners who are excellent builders and drivers of

small businesses. There are also Es and Ss who become very rich attaching

themselves to B-quadrant businesses.For example, Tiger Woods is an S (and

in his case, S stands for superstar as well as self-employed or specialist), but

much ofhis wealth comes from his endorsements ofB-quadrant businesses.

The same is true with some movie stars. They are in the S quadrant, but

associate with B-quadrant businesses such as Sony or Warner Bros.

Donald says, "think big," and he builds giant buildings and megahit

television shows. My rich dad said to expand, and he meant expanding the

way McDonald's did. Both are forms of thinking big and expanding.

Are you beginning to understand why the 90/10 rule ofmoney works?

The 10 percent who make 90 percent of the money do the things that 90

percent of the other people do not do.

WHY WE WANT You To BE RICH
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Donald's View

Think Expansively
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Robert's explanation of "Think Big, Think Expansion" is great and

totally on point. But let's take it one step further. Let's not just think

big, let's think expansively. To entrepreneurs, thinking expansively

includes seeing what is possible and making it happen. Entrepreneurs

see the vision and call it good sense and inevitable. The rest of the

world calls it innovation.

Recently, I read with interest about an innovation that was

attributed to me. I was surprised, because I had never thought of it

as an innovation, just a way to combine two elements that might

work well together. Years ago when I was doing the first Trump

International Hotel & Tower at 1 Central Park West, which was the

former Gulf Western Building that had run into some problems, I

decided it might be a good idea to do a condominium and hotel

together. It turned out to be an amazing success and has been

duplicated since, by me and many others.

So many times, innovation really results from common sense put

together with uncommon thinking. It's creative, but it's about

innovative assembly more than anything else.

I was reading about the young American composer, Jonathan

Dawe, who has attracted attention with his innovations. James

Levine, the famed conductor of the Metropolitan Opera , discovered

some of his work and premiered it this year. It turns out that Dawe

likes early Renaissance music, and he found a way to combine it with

fractal geometry, and he came up with something new out of

SOmething old. His ingenuity comes from a 'collision of influences,'

the same thing to which I attribute my success with the hotel and

tower concept I decided to try. It may seem like a stretch to compare

classical composition with real estate development, but if you spend
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more time analyzing this, you'll find that there's more in common

than you might think.

Someone once said that my life bordered on the operatic. I

thought that was an unusual analogy so I decided to find out more

about opera. As were many things, opera actually began in Greece

and was then taken up much later in Florence, with the first opera

being performed in Venice. Considering the sound level in my office

sometimes - and since I don't use intercoms - I can relate to opera

in that sense. And since I've studied the Greeks, I can get that part

too. So I figure when the Greek influence intersected with the music

being written in the 17th century in Italy, this art form was bound to

happen. Some things take centuries to evolve. I'm still evolving, so

I'm pleased to be considered operatic, although sitting through an

opera is something I just can't do. It just can't compete with

baseball in my book. But I've always believed that you can respect

something without having to embrace it.

Beethoven was another groundbreaker. He blew people away

when he decided to add voices to his massive 9th Symphony. We all

know the "Ode to Joy" at this point, and can't imagine this work

without it, but back then it was considered to be innovative. It was

a sensation. And it didn't happen overnight - he made sketches for

this symphony in 1811 and the work premiered in 1824. Those ideas

were developing for thirteen years. I would say Beethoven had been

thinking big for awhile.

)~-.

Thinking expansively

incl udes seelng what

is possible and

making it happen.

- Donald 1: Trump
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Thinking expansively is just

another way to innovate. Sometimes I

ask myself, what else can I include in

my thought process to make it more

comprehensive? Is there anything I can

add that might enhance the project or
idea I've got spinning around in my
head? Many times I will tell myself
that something isn't quite right yet -
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because that automatically opens the door for more ideas to surface

and enter in. I ask myself, "What am I not seeing? What else is

possible?" Sometimes the answers wind up being innovative ideas.

It's not necessarily some secret process, but it is a process, and it

requires concentration.

Robert, Kim and Sharon recently visited me at my golf course in

California.
I shared another chair story with them. My club has a beautiful

ballroom, overlooking the Pacific Ocean and the number-one golf

course in California, but the club held less than 300 people. Wewere

unable to accommodate many events (such as weddings) because

our capacity was too small, so my management team's answer was
to enlarge the building. They came to me with plans to remodel and

expand the ballroom, which would take millions of dollars and lots

of time. We would have had to go through the permitting process

and close for many months during construction, thus losing millions

of dollars in business revenue - on top of spendingmillions of dollars

to remodel.

As we were standing together looking around the ballroom, ,

noticed a woman having trouble getting out of her chair. The chair

was very large, and she had trouble moving it away from the table

so she could stand up. In fact, the room was filled with these huge

chairs. I had an immediate vision: We needed new chairs - smaller
chairs!

This one idea not only saved me millions of dollars, it even made

me money. We made more money on selling the old chairs than it
cost me to buy the new gold Chivari chairs. We are now able to seat

more than 440 people, comfortably, and have increased the number

of larger events we host as well as the revenue we receive. No
expansion of the building was necessary and we had no downtime.
So I turned what could have cost me millions into a profit!

That's the first step to visionary status - seeing something and
knowing it could be different or better.
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As I've said before, learn your lessons from as many sources as
you can. Think and learn expansively. It won't be expensive, but it

can give you some big returns.

Your View

Think creatively - and then leverage that creativity.

Are you comfortable in the world you live in? Try imagining
expanding your world to include new adventures, new friends and

new places. As you expose yourself to new experiences, you will

generate new ideas. You will see new problems that you can find
solutions to. And you will see how to use those solutions in many

ways to serve many other people.

This all comes from expanding your world and your vision.

Think and live bigger!

Putting aside any fear of risk.wliat do you envision?

What is one area in your life where you could think bigger?

Name that big thought:

What is one area in your life where you could think

expansively? Name that expansive thought:

What are you going to do about it?

WHY We WANT You To BE RICH
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CHAPTER THIRTEEN

GETTING VERY RICH Is
PREDICTABLE ••• NOT RISKY

Robert's View

Before going further, let's quickly review the process:

1. Me/You

2. Leverage

3. Control

4. Creativity

S. Expansion

Many people today are in financial trouble or not getting ahead simply

because they never get beyond the "Me/You." People, some highly educated,

go through life working hard, but without much leverage. They never

harness or implement any power beyond themselves.

These people have little or no control over their jobs, how much they

earn or their investments. Many are not allowed to express their creativity in

their work or in their investments. They simply do as they're told,

professionally and financially. And when it comes to expanding, all they

know how to do is get another job, look for a second job or hope for a

promotion or a raise.

Many people get caught in this cycle because that is what they were

taught to do in school. To do anything else would be risky. They are afraid

of losing the little control they have. They work for less because they fear

they may get fired ifthey ask for a raise.They conform rather than be creative

because they fear making waves or trying something that might fail. When
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they invest, many simply turn their money over to someone they hope is an

expert and learn little to nothing for themselves. They are trapped by their

own doubts, fears and limited knowledge ofbusiness and money. They live

in fear of taking risks and think much oflife is risky.

Many investment advisors, financial journalists and salespeople prey on

such individuals' fear ofrisk, selling them the riskiest investments ofall. They

actually believe that saving money is safe and investing for the long term in

mutual funds is safe ... not risky.

To make matters worse, many of these same people (as well as their

"financial experts") think that what Donald Trump, Warren Buffett and I do

is risky. Nothing could be further from the truth. Donald Trump and

Warren Buffett make a lot ofmoney Simplybecause they know that the end­

result of their endeavor ispredictable - the opposite of risky.

Getting Rich Is Predictable

Besides using McDonald's as an example, my rich dad used an apple

grower to explain predictability. He told me the story of an apple grower

who started with one acre of apple trees. "Planting that first acre," my rich

dad said, "was hard. The farmer did not have much money, and the apple

trees needed time to grow. After a few years, apples appeared, and the farmer

sold them. With his profits, he bought two more acres and planted more

trees. Soon he had over a hundred acres ofapple trees, all producing apples.

It started slowly, but he knew ifhe kept doing what he was doing, he would

soon be a very rich man." Though this example was a very simple one, it

served me well.

"Yes, but what about bugs or drought?" some might ask. It's a valid

question ... and successful business owners don't count on everything going

perfectly. For example, all store owners know that there will be theft by both

customers and employees. A successful business will factor in reserves for

these losses in their projections and build systems to control and minimize

those losses.

Now I hear some cynics saying, "Yes, but if you plant too many trees

and produce too many apples, the price ofapples will come down." Yes, this
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is true. Bringing prices down is the object of competitive capitalism.

Without competitive capitalism, we would not enjoy a higher standard of

livingat an affordable price.

My point is, once you understand predictability, you will see it

everywhere. You can see it every time you pass a McDonald's. You can see

predictability every time you see a pair of Levi's jeans. When you drive up

to a gas station to fill your car with gas, it is predictability in action. You see

it even playing Monopoly. Ifyou recall, one house pays you so much. Ifyou

add two houses, you earn more, and if you convert four houses into a red

hotel, you earn even more. Once you understand predictability, you will see

it everywhere.And wherever you seepredictability, you will understand why

someone or some business is making a lot ofmoney without much risk.

Now you may better understand why I become frustrated when I hear

people say, "Investing is so risky." Or when I hear a financial planner tell

someone that the safe thing to do is invest in savings and mutual funds. To

me, it just shows a lack offinancial training and a low financial IQ.
Donald Trump makes his billions not by building just one building; he

builds many buildings or he builds a building with hundreds of

condominiums in it and sells them. His formula for success fits the formula

I just described. He leverages,controls, creates, expands and predicts. While

there is always some risk, he has confidence in his projects because he is in

control of the process.

When I invest, I go through the same process. For example, when I buy

a build ing, I am confident that I will receive the following four types of
income:

1. Rental income

2. Depreciation income (a.k.a. phantom cash flow)

3. Amortization (my tenant pays offmy loan)

4. Appreciation (the dollar is dropping in value)

I put appreciation last because it is the least important ofall the incomes.

Yet, for most investors, appreciation (capital gains) is the only income they

are going after when they invest. For example, when someone buys a stock
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for $5 and holds it until it gets to $12 to

sell it, he or she is selling for appreciation

or capital gains. The same is true for

people who flip real estate.

I put appreciation last also because

it is taxed income, capital gains. The one

blessing real estate has is the 1031

exchange, which lets the investor defer

the tax on capital gains - sometimes

forever, if you plan well. To me, this

ability to avoid capital gains makes real

estate a far superior investment

compared to paper assets such as stocks,

bonds, mutual funds and especially
"iW ';!"

" ""' iit savings. If you would like to know more

about why real estate is legally the best investment of all, you may want to

get Rich Dad's Real Estate Advantages, written by Sharon Lechter, my

partner and C.P.A., and Garrett Sutton, an attorney and Rich Dad's Advisor.

I want you to notice that a C.P.A. and an attorney wrote this book. There

is a reason for this.

Again, I stress that this example of real estate and paying less in taxes is

completely predictable.

In 1996, the year I came out of retirement, I created my board game

CASHFLOWand wrote Rich Dad PoorDad. I had no idea how successful

The Rich Dad Company would become. But I chose the right team starting

with Sharon and Michael Lechter, Having the right team is the best form of

leverage. In the same year, I also started an oil company, a gold-mining

company and a silver-mining company. While the oil company failed, the

mining companies went on to become public companies via IPOs and a

merger. The companies are listed on the Canadian Stock Exchanges. Both

companies have made me millions ofdollars.

Many people said starting oil, gold and silver-mining companies was

risky. While there was some risk, to me it was very little. I could mitigate
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the risk simply because I know we all use - consume - oil and gas. That is

predictable.

I also knew that gold and silver would go up in value. How did I know?

Because I knew the politicians running our country would not stop

spending, would not stop borrowing and would not stop printing money.

So, in this case, it was not gold and silver that were predictable. It was the

financial incompetence of our political leaders that was predictable. They

do not solve problems. They simply push the problem forward and make

the problem bigger. Their behavior is predictable. And that is regardless of

whether they are republican or democrat.

InConclusion

Improving your financial education allows you to get to the place where

becoming rich is predictable. Once a person has the education and the

experience and understands leverage, control, creativity, expandability and

predictability, life will look different - at least it did for me.

As a child, my rich dad had me play Monopoly over and over again. As I

played, I was learning and understanding the power of leverage, control,

creativity, expandability and predictability. Suddenly, one day, after playing

the game at least a thousand times, my mind caught a glimpse of the future

- a future of great wealth. I believe I was about 15 at the time, and that

created a problem. Once I could see a different world, I could no longer buy

into the idea oflife being risky, the need for job security and a company or

the government taking care ofme. The moment I saw a different future, I no

longer saw life as risky, bur as exciting instead, and that has made a world of

difference in my life.

1 '-
i Donald's View

The rich get richer, in most cases, because it's easier to invest

When you have the money to invest to begin with. You can still make

mistakes and lose money, but the odds are that if you are rich and
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are a serious investor, you will make money.

That's not a risky scenario. Being prepared for what you're dOing

brings the risk factor down in investing. But bringing down the fear

factor should not be left to investment advisors - you should learn

enough on your own first, so that you will not be at their mercy for

"good advice." If you want to be foolproof, do the proofing yourself.

There are somegreat financial advisors who have made fortunes

for themselves as well as other people because they know what
they're doing. They have learned the world of finance well enough

to excel and be on target when it comes to predicting trends. What
they do will have a limited risk factor because of their experience

and expertise.

The reason this chapter title says getting very rich is predictable

is because the very rich part indicates that you already have money
with which to work. The deciding factor is whether or not you're

going to let your money work for you to become very rich. Those

who know how to do that stand a very good chance of joining the
leagues of the uber-rich .

When I build a new building, I definitely look into the risk factor,

which to me is whether or not it will be profitable. I don't like taking

huge risks, especially when I can do some of the predicting in my

head first. When I first decided to try the hotel-condo mixed-use

idea, I could already see how the combination could prove to have

a comfort zone attached, as in,
owners of the condos could also ';\i"",I.I. • • • • • • • • ~J;,

participate in the success of the

hotel. I knew this would have a

huge appeal to investors and
owners because I did the math,

and I knew that idea would appeal
to me as a, businessperson,
whether I was the builder or the
investor. My risk factor and their
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. ., factor had been lowered. It became more predictable, but I will

admit that I was surprised how successful the idea became.

My father always emphasized that certain things are predictable,

namely that intelligent work will result in intelligent results. He was

! a hard worker and he always said it saved time to work intelligently

from the beginning. I began, at an early age, to learn to assess things

in my mind first, before going off to see if they might work. That

took a lot of the guesswork out of the process, and therefore a lot

of the risk. It also saved me a lot of time and money.

The leverage I had was a knowledge of construction and the good

fortune of good instincts. I'd also studied real estate for many years.

Years ago, when I decided I was fed up with New York City wasting

years and many millions of dollars trying to rebuild Wollman Rink in

Central Park, I predicted how long it would take me to do it and how

much it would cost. I turned out to be right: I had it done in a few

months and at $750,000 under budget. To me, that was predictable,

and doing it was not a risk. It was watching it never getting done

that was a risk to my health.

Becoming very successful can also be predictable - especially if

one will take the occasional risk. I had to be convinced to do The

Apprentice by Mark Burnett. Having my own reality show was new

territory for me, and the odds for new shows are not the kind I

normally like too much: 95 percent of all new television shows fail.

I was already successful, but after The Apprentice became a hit, I

was even more successful. The goods were there, which stood in my

favor. The same thing applies to money.

It's true what Robert says about leverage, control, creativity,

expansion and prediction. Being multidimensional and alert on all

those levels can be exciting and will produce results. If people think

that's risky, so be it. To me, it's a great and exciting challenge. You

can change your world if you want to, and by doing so, you might be

making a great contribution to the world at large. That's worth
thinking about.
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The biggest risk we all face is not moving forward with what
we've learned. Expansion has many dimensions. I'll conclude with

some advice from Abraham Lincoln: "I don't think much of a man
who is not wiser today than he was yesterday."

That's a good incentive to pay attention and apply what you've
learned on a daily basis. If you do, my prediction is that you will be

meeting with success before too long.

Your View

Getting rich is predictable.

Remember how we said Einstein defined insanity as "doing

the same thing over and over again and expecting different

results." For you to become riCh, or richer, you may need to

change what you are doing. Make a commitment to yourself (you

are the only one who matters in this exercise) to change three
things that you are currently doing. Include an action as well as a

time frame to hold yourself accountable:

Example 1:
I am going to stop watching TV one night a week and start

looking for seminars to attend instead.

Example 2:
I am going to stop being a couch potato and visit a business
broker this week and research what businesses I might be
interested in.

WHY WE WANT You To BE RICH
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PART THREE

DEFINING MOMENTS:
GOING BEYOND WINNING AND LOSING

The formula:

Leverage

Control

Creativity

Expansion

Predictability

This step-by-step process. is one of the basic formulas for
attaining great wealth. If you have studied the stories of great

entrepreneurs or investors, you will probably find a similar pattern

or process. Even Warren Buffett uses a similar thought process
when deciding which companvhe wi!.1 or will not buy. In Mr.

Buffett's case, instead of creativity, the word analysis should be

put in its place. Warren Buffett's genius is in analyzing businesses

and being able to see the currentand future value of the business,
which is why when he buys a business, he rarely sells it. Donald
Trump is very creative. He can see a golden skyscraper where
others will only see a piece of vacant land or a run-down old
building.

Today, many investors buy an asset only to sell it. They want
to buy low and sell high. They invest for capital gains. In the stock
market, this type of investor is known asa trader. In real estate,
When a person buys to sell, he or she is known as a flipper.
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A true investor buys to OWn tFie investment and pass it on for
generations. While both Donald Trump and Robert Kiyosaki

occasionally buy to sell, as do many professional investors, they

invest following the above formula. It is the formula that creates

and allows the 10 percent of investors to make 90 percent of the
money.

The formula may appear simple, but it is not easy to turn it into

reality. Most people do not attempt the process dictated by the

formula simply because they do not know this formula exists. Most

people have no idea what makes some rich people richer than
other rich people.

Some of the people who know of the formula have attempted

to follow the formula and failed. Most of us know of a person who

was riding high one day and flat broke the next. For some reason,
the formula eludes them for the rest of their lives.

And for some people, this forrnula.is their life. This formula is

their game. It is always a challenge. It is their fun, their excitement.
It can almost be their reason for living -... to master the formula. It

is generally these people who become the 10 percent that earn

the 90 percent of the money.

In this section of the book, you will find insights into why

Donald and Robert love this game and win at this game. These

insights are important because; as we said, the step-by-step
process is simple, but it is not easy.

This section is not about the how-to of making money. This
section is about the why. After finishing this section, you will be

clearer why 10 percent of the people make 90 percent of the
money. More people fail than succeed. And, to repeat a basic but

key factor: While the process is a simple one, it's not easy.
This section is about defining moments, the point in a person's

life when he or she makes a life-changing decision. We all have
such moments. It is in these moments that we find our true
character. We become heroes or cowards; we become truth-tellers
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or liars; we go tnn'Af::llrrl

Most of us have heard about theThree Ds:

1. Desire
2. Drive
3. Discipline

We all know people who have desire - for example a desire
to be rich, but they lack either the drive or the discipline or both.

Most of us have heard about the Triple As:

1. Ambition
2. Ability
3. Attitude

We all know people who have ambition, they never
develop their abilities - often because they have a bad attitude.

Most of us have heard about the Triple Es:

1. Education
2. Experience
3. Execution

We all know people who have great educations but lack real­
world experience. When they lack real-world experience, they
often are unable to execute- perform, get things done in a timely
manner, produce results - in the real world.

And most of us have heard of the Four Hs:

1. Honor
2. Humility
3. Humor
4. Happiness

We all know people who are successful, but attained success
Without honor. And we all know people who are successful, but
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lack humilitY.Wea.I~Or<nBw<peOprew~OaOhot ha\lea~ense of
humor - they have lost their ability to laugh at themselves. And
we all know people who are successful, but not happy.

As you read about Donald's and Robert's defining moments,
you may want to make a mental note of how many of the traits
expressed in the Three Ds, Triple As, Triple Es and Four Hs they
touch on. These defining moments made them the successful
businessmen they are today and keep them going. And you will
notice that the moments and experiences that have defined their
lives revolve around why ... as opposed to the how.

As you read their defining moments, think about your life.
What have been your defining moments? Have they helped you
be successful? Have they held you back? Be honest with yourself.
With honesty comes clarity, and with clarity comes the
opportu nity to change.You may.start to see your Iife more clearly
and have another definingmoment, the momentyou take control
over your own life!

WHY WE WANT You To BE RICH



I 167

CHAPTER FOURTEEN

WHAT DID You LEARN
FROM YOUR FATHER?

Robert's Response

My dad was a great man. Even as a child, I looked up to him and respected

him. I was proud to be his son, and I wanted him to be proud ofme.

On the first day ofschool, teachers would read the class roster and every

teacher would stop after calling out my name and say, "Is Ralph Kiyosaki

your father?"

My dad was the head ofeducation for the state of Hawaii. He was tall

for being Japanese, about 6' 3': so he stood out in more ways than one. He

wasknown as a brilliant man and an independent thinker. He had graduated

at the top ofhis class as valedictorian and was respected as a great educator

in the school system of Hawaii. Just before he passed away, he was

recognized as one ofthe top two educators in Hawaii's history. I remember

him showing me th e newspaper articl e about the award and he was crying.

As the article said, he had dedicated his life to education and Hawaii's

children.

My dad had originally planned on going to medical school. Our family,

for generations, had been medical doctors. But when he was in high school,

on the island of Maui, he noticed that his classmates were rapidly

disappearing from class. As student president of his class, he went to the

principal to find out where the kids were going. At first, he got the

runaround, but he finally learned the truth. He found out that the sugar

plantation that most of the kids' parents worked for had a standing order

that 20 percent of the kids had to be failed , regardless of how th ey were
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doing in school. This was to ensure that the sugar plantation had enough

uneducated laborers. My father learned that teachers, principals and people

at all levels within the education system went along with that. It was then

that my father decided against medical school and went to college to become

a teacher to try to change the system. In addition, he fought to bring the

best education possible to kids whose parents could not afford private

schools - kids who had no choice but to depend on the public school

system to workfor them instead of against them. He fought that battle all
his life.

However, our country's education system is just gettingworse. America

has one of the worst educational systems in the world, yet it spends more

money on education than any other country does.

As hard as my dad fought, the state ofHawaii continues to have one of

the worst education systems in America. The May 2006 issue ofHonolulu

Magazine ran a cover-page article grading public schools in Hawaii. The

article stated that the National Education Association (NEA) rated Hawaii

as number 43 out of the SO states - in other words, the seventh lowest in

the nation. It issued a D- in standards and accountability, an F for school

climate, a D for improving teacher quality and a C in adequacy of school

resources.

This is not caused by a lack of money. In 2001, the budget for the

educational system was $1.3 billion and in 2006 it is $2.1 billion. As the

article stated:

"But while legislators are forking over more money today than they

did fiveyears ago, taxpayers aren't seeing any payoff. One thing that

hasn't changed much about our government-run school system is

its remarkable ability to resist change."

My father ran for lieutenant governor ofHawaii because he realized he

could not change the system as only the superintendent of education. He

needed to go higher, so he ran for office as a Republican, in a very pro-labor

Democratic state. He was crushed in more ways than one. Not only was he

never allowed to hold a government job in Hawaii again (because he went
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- Robert T. Kiyosaki

We all have defining
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these moments that
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truth tellers or liars;

we go forward or

we go backward.

tion. That was what he had done.

After all, he believed in education. He

had dedicated his life to it.

At that moment, I realized that

education was missing something

vital. Our traditional education did

not prepare us for the real world. It

prepared us to be employees. It was

then that I knew I would follow in the

footsteps of my rich dad(the father of

against the political machine that grips Hawaii), but his very own people, the

men he brought up with him over the years, turned against him because

they were so afraid of losing their jobs. More than not working, it was the

cowardice ofhis friends and their betrayal that destroyed his spirit. My dad

was about SO years old at the time of his political defeat, and he never

recovered from the loss.

In 1974, I returned from Vietnam and found my dad sitting in his home,

only in his fifties, a broken man. He had tried to make some money by

purchasing a national ice cream franchise. He rook an early retirement and

withdrew most of his savings and lost it all on the franchise. If not for the

small check he received from the State, and later from Social Security and

Medicare, he would have been destitute.

That was a defining moment for me. Seeing my dad, a man I loved and

looked up to, sitting in his living room and watching television all day shook

me. Here he was in the prime of life, highly educated but with a broken

spirit. As time went on, he got angrier at himselfand at the one-time friends

that he felt had betrayed him.

He was sitting there watching TV

when he gave me the advice I talked

about earlier: "Go back to school, get

your master's degree, then your Ph.D.

and get a job with the government."

He was sincere in his recornmenda-
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- Fred Trump

Know everyth ing

you can about

what you 're doing.
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Donald's Response

My Father's Influence '

My legacy from my father was embodied in the saying, "To whom

much is given, much is expected." I drive myself because I must.

Today is a very beautiful day in May, and I'm in my jet on the way

to Canouan Island in the Grenadines, not far from St. Barts. I have a

resort development there that includes a golf course and villas, and

this is one fantastic destination point, provided you like paradise. I'm

going to visit to check it out for a couple of days, and this quiet time

while flying is one part of traveling that I like to take advantage of.

However, Robert called me just before I left and asked me this

question:

"Donald, what would you do if everything was taken away from

you?"

He mentioned that Henry Ford said he'd make it all back in five

years, and that Picasso would keep on painting, and so on. I've

already been through one reversal that could have been a total

wipeout and difficult to recover from. But I came back to be far more

successful than I was before, so I can safely say I'd just keep at it,

which is what I did.

But then I got to thinking about my father, Fred Trump, who had

a wipeout in his life at an early age: His father died when my father

was 11 years old, which left him as the man of the house with a
mother and two siblings to care for and _l<i ~~~:

watch out for. It was the defining moment

in my father's life. He immediately began

taking odd jobs - shining shoes,
delivering for a fruit market, hauling
lumber on a construction site. He
graduated from high school, but couldn't
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even consider going to college. So he went to work as a carpenter's

helper for a home builder in Queens, New York. One year later, he

built his first home, and he called his company Elizabeth Trump &

Son because he was too young to be in business for himself and had

to have his mother sign all the legal documents and checks.

My father became so successful that he was able to send his

younger brother to college at M.I.T. where he earned a Ph.D., and he

was also able to marry my mother and start a family. Longstory short,

he was a self-made man starting at age 11 and he was a great

example to learn from. He was someonewho never took anything for

granted and who maintained very high standards for himself in both

good times and bad.

My father never had the time to complain. He just worked. And

that is something to learn from. When I was going through difficult

times, I would remember my father's ordeal and just keep on working

through it. I can tell you from experience that perseverance is what

is required. I think Henry Ford knew about work and so did Picasso.

The work ethic applies to whatever industry you might be in or aspire

to be in.

Robert mentions his two fathers - one rich, one poor. He had two

examples to learn from, to observe and to choose from when it came

to having a mentor. The one he learned the most from was his father

without the advanced education. He had learned to figure things out

for himself, which is very much what my father had to do. There's a

lesson in there for all of us. As much as I value higher education,

sometimes it seems the school of hard knocks produces people with

above-average common sense. My father was naturally smart, and

that, combined with his work ethic, produced an effective dynamo.

My father was a great inspiration to me as well as a great

example. He never had to tell us that success meant diligent work and

discipline. We could see that by watching him work, day in and day

out, for many years. But it was never drudgery for him. He loved what
he was doing. He had a passion for his business, and his exuberance
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was genuine. That kind of example left a lasting impression on me,

and I'm very grateful.

To this day, I receive letters from people who knew my father and

were touched by his generosity and work ethic. I received a letter

recently from someone who remembers that my father used to go

around picking up nails from the ground at construction sites. He

hated waste, and to him this wasn't an annoyance, but part of being

conscientious and doing a good job. My father was thorough, and he

always told me, "Know everything you can about what you're doing."
I listened to him and took his advice. When people ask me why I

think I'm successful, the first thing I think about is my upbringing and

my father's influence. Yes, I went to Wharton, but before Wharton

was my father. If he could achieve what he did without the benefit of

family financial support and education, my expectations for myself

would have to exceed those of my father - simply because I had so

much more to start with than he did. We had the same standards for

achievement and the same work ethic, but the conditions were

different. I literally couldn't accept doing any less than I am doing

now, because I wouldn't have one single excuse for doing otherwise.

So if I am perceived to be a driven man, there's a very good reason

behind it. Replace your excuses with reasons and everything will

become clear.

Your Response:

What Did You Learn From Your Father That Has
Helped You Become Successful Today?

(If your father was not a positive role model in your life,
describe the influence of another man who greatly influenced
your life.)
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CHAPTER FIFTEEN

WHAT DID You LEARN
FROM YOUR MOTHER?

Robert's Response

I 175

My mom was the most loving person in my life. As a young boy, I used

to get angry at her for hugging all of my friends. I would say, "Mom, stop

hugging us." Today, I wish she was around so I could hug her once more.

My mom died at the young age of48. She was born with a weak heart.

On top of that, she had rheumatic fever as a child, which left her even

weaker. Maybe that is why she was so very loving. She cherished every day

she was alive because, as a registered nurse, she probably knew she did not

have long to live.

My wife, Kim, isvery much like my mom. While they do not look alike,

they have the same spirit. When I first saw Kim, it was her stunning beauty

that attracted me ro her. She would not go out with me for six months. But,

finallyon our first date, I knew I had met the woman ofmy dreams because

Kim had the same heartfelt warmth as my mom. We have been together

almost every day since that day in 1984.

I was in the Marine Corps when my mom died. I was stationed at

Pensacola, Florida, going through Navy Flight School when my dad called

to tell me my mom had passed away. At the funeral, I experienced a grief!

didn't know was possible. My dad (who, as I said, was a giant of a man)

collapsed in tears. It took all three ofus kids to hold him and us together.

A few years later, I was in Vietnam. I had flown a Marine Corps general

into a remote village where the United States was planning what turned out

to be a last-ditch effort, a defensive against North Vietnam. The enemy was
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staging a major offensive across the DMZ. We were supposed to stop them

the moment they headed south. We knew the war was over. We had lost.

My crew had gone into the village to get some food and to shop for

souvenirs. I stayed with the helicopter, parked on the edge of a grass field.

Suddenly, a group ofyoung Vietnamese boys showed up and began climbing

in and out of the helicopter. I rose to my feet and in English attempted to

tell them to stay away. Obviously, they did not understand my English and

kept going through the aircraft, as 9- to 12-year-old boys would.

Fearing that the boys might be Viet Cong, which many in the area were,

I physically started pulling the boys away from the aircraft. I was now

concerned that one of them might be placing a grenade or some kind of

explosive in the aircraft. My fear got to me and I began being more physical

with my efforts to keep the boys away. One young lad would not listen. As

soon as I threw him off, he was back inside the aircraft, playing with the

machine guns and other weapons.

Finally, in a fit ofrage, I grabbed the boy by the hair and pulled him out

of the cabin. Responding to my anger, he kicked me and bit my arm. With

that, I lost control and instantly my Marine Corps training took over. I

pulled out my pistol, pulled the hammer back, put the barrel in his ear and

started screaming at him. Suddenly, our eyes met and he started to cry. He

was terrified. He could see I was angry and crazed. I wanted to shoot him.

In my mind, I was justified; I knew he was the enemy.

As I stood there with my pistol to his head, I looked into his eyes and

saw his soul. There is a saying by professional hit men that goes, "Ifyou are

going to kill someone, don't look in their eyes." Looking in this young boy's

eyes, filled with tears, I suddenly began to cry. I paused. I didn't pull the

trigger. As I paused, I suddenly heard my mom pleading with me. Even

though she had passed on a few years earlier, I knew her voice, and it was

crystal clear: "Stop:' she said. "I have been pleading with you all my life to

be kinder. Please stop. I did not giveyou life to take another mother's child."

With that, I put the hammer ofthe gun back, looked into the boy's eyes

and let him know I was not going to kill him. Instead, I picked up a soccer

ball the boys had carried, put the pistol down and signaled to his friends
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- Robert T. Kiyosaki

compassion

my mother.

It is not that I will

not fight;1 will not,'

fight with weapons

or violence anymore.

Instead, lwill fight

with the wisdom of

my father and the

I acknowledge my partners, both

women, for their dedication to our

mission. I know the future ofour new

brands, Rich Woman and Rich

Family, are in Kim's and Sharon's

capable and compassionate hands.

Today, The Rich Dad Company

offers financial education, free of

charge, to children all over the world.

that we should play soccer instead.

As I lifted off that evening, with the general on board, we came under

intense enemy fire. I cannot prove it, but I am certain those boys did tip the

enemy as to our presence. They were the enemy. That evening, I sat alone

on the flight deck and reflected back on that day. "Did I really hear my

mom?" I asked myself over and over. In the end, I realized that it did not

make much difference. I had finally heard her. I got the message.

My mom's message to me was that I was a good kid but I had a mean

streak. While I smiled at lot, beneath the surface I wanted to fight. I had a

bad temper with a short fuse. When my parents joined the Peace Corps for

two years, while I was in high school, I informed them I was going to join

the Marine Corps, and I did. And they were against the Vietnam war.

That day on the grassy field, outside a small village in Vietnam, was a

turning point in my life. It was a defining moment. As I flew back toward the

aircraft carrier, even after being shot at, I knew my career as a Marine was

over. As the great American Indian Chiefjoseph once said, "I will fight no

more forever." It is not that I will not fight; I will not fight with weapons or

violenceanymore. Instead, I will fight

with the wisdom ofmy father and the

compassion ofmy mother.

In business, both Donald and I

find ourselves surrounded - by

choice - with strong and successful

women.
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Irusr in Cod

and he true

to vouoelf.

Donald 's Response

The Mother Of All Advice

My mot~r wa~ of XOUJl,h t>entage. an(! ~I>p ga~ me some l.agEo

adVICe t!\at I ha~ alway5 mee to fotlow:
-Trur;t In God and be tne to yoorr;elf.-

That covees a lot of terntory. and I th mk It can ~p give ..... a
strong seese of Idl'ot, ty wM e ~eepirlg the bIg pIC ture In mind. Wr;
also so brtef thdt II war; eaW 10 rememcee, I must've bE't'fl lhlnk'rlg
of my motl>E'r wtlE'n I hr~1 \.did 10 -thmk big. - They say breVlty,~ ttJoeo
r;ovI ot wit . but ,n also the key to a good memory.

My mother etIJoyE"(IlaVlr;t! scectecre . and ~he liked 10 watch the
royal procew,om. and ceremonies from [ urope. Maybe my mo.-e
flamboyant s'oe comes from her. even If ~he was scctcn and very

careful With money and time . She always had IIIlit' to give to charity
and needy ceoses. so her In terests were dive rse yet weu-oe taoceo.

I like to thinlc mine are. too, and I'm a quiet glYer in meny ceses.
Also, if you are famous and you give a lot and noisily. I can tell you
your volume of requests for he lp - from everyth ing from hot air

balloon~ to ccucgc educations to surrener vacations wtll escala te
by the tens of thousands. There' s a lot to be loa ,d for being low-key.

Welost a membe r of our famIly wtlt"n my elde r brother Fred died

at the allt' of <12 . That had a h~

impact on me , and I saw the gnef
my re reors endured. lor;,", a child

is neve< ea r;y, no matter w!\at the"
age. It u always a r;hoc k, and it

aileen YOl.l every day lor rbe rest
ot your hfe. I tll lOk I realIzed I'!o¥o'

valuable life tr uly ,s. and I
deteflTl1nl!'d to m,\ke mlf"l(> the best
I por;sIbly could lor mysell arld



thO~ around me, It was a def ining moment In my 1,11'.

That is one 01 those qui!'t re asons for bl'mg the way I am. The

en<l r!"!>Olt ma y not always be so quiet, but the Impetus IS ther e bIg'

IImE.' because 01 this tess. I re u ctcser 10 my parenlS than eve-r and

II'tt rl"SpOnslbl!' for the" _1l·bI'll~and h3pp,~s al te- tha t terrtbte

I""l"fIt In their lives. Yes . It was hard for me , blJt ,t was much harder

Ie:- them.

My mother was a devout person, and she lived her fai th. Tha t

w~ a great e .amp{e to me as a child and as an adulL ShI' was "'-""1

st rong and yet V'I'<y eeoue. and ve was etsc very humble. YIe !lave­

I"o'l"fYl hin!l she had WIthou t reservanon. So when I spea~ so hIghly of

my parenls , you can~ tha t there is!jOOd reason 10 .

My mother's acMe!' was simple blJt WIS!' . It cuts to IhI' (Ore and

ket'ps me focused and well·balanced. -Trust In God and be me to

y<Il.I"l.I'If .- It doesn 't jet any better than thai.



180 I CHAPTER TWENTY-FOUR

Your Response

What Did You Learn From Your Mother That Has
Helped You Become Successful Today?

(If your mother was not a positive role model in your life,

describe the influence of another woman who greatly
influenced your life.)

WHY WE WANT You To BE RICH
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CHAPTER SIXTEEN

WHAT DID You LEARN
FROM SCHOOL?

Robert's Response

There is a saying that goes, "The cobbler's children have no shoe s." In

my case, the saying should have been, "The superintendent of education's

kid has no brains." Even though my dad was the head of education, I was

flunking out of school - not once but twice. I flunked English both my

sophomore year and my senior year because I could not write. It must have

been pretty embarrassing for my dad to have a son who was the class dummy.

In spite of poor grades, I did graduate and received congressional

nominations to the u.s. Naval Academy and the u.s. Merchant Marine

Academy.Although my grades were low, I had fairly good SAT scores and I

was good at football, which helped with the admi ssions process. I chose the

U.S. Merchant Marine Academy at Kings Point, New York,because I wanted

to be a merchant seaman and the pay was much higher than for Naval

Academy graduates . Back in 1965, when I made my decision, an ensign in

the Navy made about $200 a month and a graduate from Kings Point made

about $2,000 a month. When I graduated from Kings Point, Navy ensigns

were still making about $200 a month and Kings Pointers, if they sailed

merchant ships into the war zone, were making about $100,000 a year. So,

to be honest, even though the Naval Academy is a more famous school,

Kings Pointers were, at the time, some ofthe highest paid college graduates

in America. A yearly salary of $100,000 was very good money in 1969,

especially ifyou were only 22 years old.

However, I did not take one of those jobs. Instead, upon graduation, I
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took a job with Standard Oil of California, and shipped our of San

Francisco. The reason I chose Standard Oil, even though the pay was a lot

lower, only $47,000 for seven months work, was because I was interested in

oil and because our tankers sailed to Hawaii and Tahiti. (Think about it!)

In 1966, the academy sent its entire sophomore class to sea as apprentices

onboard ships for a whole year (known as a sea year). During that year, I

sailed on freighters, tankers and passenger liners as a student officer. That

year of traveling the world was a great mind-expanding time for me. It was

also fun running into classmates in faraway and exotic ports. I grew up a lot

and learned a lot about life and the real world that my parents had tried to

protect me from.

During my four years at the academy, I had two defining moments. The

first was freshman English. Having failed English twice, I was certain that

college-level English would be the end of my career as a student. I had

nightmares thinking about failing and being sent straight to Vietnam, as

was the fate ofstudents who flunked out during that era. Instead, freshman

English was a joy. I had a great teacher, Dr. A.A. Norton, a West Point

graduate and B-17 Bomber pilot in World War II. Instead ofpunishing me

for my poor spelling and radical ideas, he encouraged me to write. I finished

his class with a B. More important than the grade, Dr. Norton renewed my

confidence in myself as a student. In a school where more than SO percent

ofthe class is failed and asked to leave before graduation, it was Dr. Norton's

confidence in me as a student that got me through those tough academic

years. Today, my books have been translated into more than 46 languages,

have sold more than 26 million copies, and I am more known as a writer

than a ship's officer.Ifnot for Dr. Norton, I may never have graduated from

the academy and definitely never would have written a book.

Another defining moment ofmy life was when I discovered the power

ofoil and its effect on the world economy. In 1966, as an apprentice officer

onboard a Standard Oil tanker, I learned that oil is power. Today, I invest

millions of dollars in oil. As an entrepreneur, I have helped start two oil

companies. One failed at the start and one went public then failed. I learned

a lot from those failures.

WHY WE WANT You To BE RICH
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- Robert T. Kiyosaki

Instead of punishing

me for my poor

spelling and radical

ideas, Dr. Norton

encouraged me to

write. I finished his

class withaB. More

important than the

grade, Dr.N([lrton

renewedn!ly

confidence in myself

as a student ... and Dr.

Norton's confidence

in me as a student

that got me through

those tough

academic years.
While I may sound like a hypocrite or

a flip-flopper, I am still a capitalist. I still

tnake my money from oil, and I also

suPPOrt the eventual replacement of oil

As a pilot in Vietnam in 1972, I realized we were not fighting to stop

communism. I realized we were fighting for oil and for big oil corporations.

Today, we are in the same war - different countries, same corporations.

In the 1980s, I became a founding board member of an organization

known as GENI (Global Energy Network International). The purpose of

GENI, a not-for-profit organ-ization, is to bring to the world the ideas ofDr.

R. Buckminster Fuller, known as one of the greatest geniuses of our time.

According to Dr. Fuller, the world has the

technology to be energy self-sufficient,

which means non-polluting renewable

energy. The problem is the oil companies

would rather see the price ofoil go up, and

these companies yield a lot ofpower.

I supported Dr. Fuller's idea because if

GENI were a reality, the wealth of our

world would increase, poverty would

decline,population growth would decline

and there would be a greater possibility of

world peace.

I resigned from the GENI board in

1994. The organization is alive and well

today.If you would like more information

about GENI and its initiatives, you can go

to their Web site at GENLorg. The ideas

are bold, worthy of consideration, and

would mean a completely different world,

if the world could see the benefit of

cooperating, rather than fighting for
resources.'i
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with a non-polluting, renewable energy resource that elevates the world's

standard of living and reduces poverty and war. As a line from the song

Imagine byJohn Lennon goes, "You may say I'm a dreamer, but I'm not the

only one."

Donald's Response

College Days
I know this surprises people, but I was a very good student. I was

serious, attentive, and applied myself to every class. When Robert

and I were discussing our college days and what might have caused

us to become rich, I remembered that I spent my spare time studying

real estate and foreclosures on my own time. I always did more than

was required.

That, I think, is a key to success. Not just financial success, but

in everything. If you do only what you need to do to get by, then get

by you will. But the end results will not be outstanding or

exceptional. You have to do what others don't want to do to have an

edge.

Golf legend Gary Player's saying, "The harder I work, the luckier

I get," is one that I've adopted. The worst disservice we can do to

ourselves is to expect things to be easy. I knew that real estate

wasn't a snap, and I prepared myself. Whatever your interests are,

be sure to do the same.

There were other students in my class that were exceptional

students, but they didn't do so well in real life. I sometimes think

they were focusing so much on the academics required, and not
keeping an eye on the outside world, that when they graduated, they
were surprised by what they faced. I think I was aware of the dangers
and difficulties of the world and kept myself aware of national and
international events, those related to real estate and otherwise, so
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DonIt depend on

anyone but yourself .

for providing your

financial security.

It
that I'd be on an even keel when I '" y'l •••••••~~:

stepped out of the study halls into

the streets of business.

It's called having an

advantage. It's important in

sports, and it's important in life.

Sometimes we are required to be

isolated in order to excel, which is

fine, but at the same time we

have to be aware. People can be

over-trained to the extent that they are of no earthly good. Bookwise

versus streetwise surfaces again.
It's possible to be both. In fact, it's mandatory at this point. My

advantage is that I had seen the rough side of real estate from

working with my father and watching him from an early age. It can

be a tough world, and I knew it. I had learned to step to the side of

doorways when collecting rent to avoid being shot. So I knew what I

could be facing. My father was streetwise, and businesswise as well,

I and considering I went to Wharton, I had the best of both worlds to

learn from .

Maybe we're not all that fortunate. That's OK, too. You can make

the most of what you have and where you're at. Just expect to do

more. What you're willing to do may determine where you're willing

to go. I was willing to add extra hours of study to my college

curriculum, without expecting extra credit or a pat on the back. I did

it on my own, and I believe that's a big reason for my success.
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Your Response

What Did You Learn From School That Has Helped
You Become Successful?

Was there a certain teacher who impacted you positively?

What lessons from school have you applied in your life?

What were the results?

WHY WE WANT You To BE RICH
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How DID MILITARY SCHOOL
HELP DEFINE YOUR LIFE?

Robert's Response

There are three reasons I went to a military school.

When I was 10 years old, my fifth-grade teacher had us study the history

of the great explorers - Columbus, Cortez, Magellan and Da Gama.

Reading those books inspired me to want to go to sea and explore the world.

When I was 13, while other kids were carving salad bowls for their

moms, I talked my shop teacher into letting me build a boat for my wood

shop project. I sent away for the plans and for the next few months, I was

happily building an 8-foot EI Toro class sailboat. That class was one of the

fewclassesI got an A in.

Some ofthe happiest days ofmy life were spent sailing my boat on Hilo

Bay, named after the town I grew up in. As I sat in my boat, my mind would

drift as I dreamed offaraway ports and exotic women.

When my high school guidance counselor asked me, "What do you

want to do when you grow up?" I replied, "I want to go to sea, travel to exotic

placessuch as Tahiti, drink beer and chase women."

Instead of getting upset with me, she said, "I have just the school for

you."She then took out a brochure for the U.S.Merchant Marine Academy

and said, "Look this over. It's a tough school. But ifyou really want to go to

sea, then I'll help you get into the academy."

After winning a congressional appointment from U.S.Senator Daniel K.

Inouye in 1965, I left the sleepy little town ofHilo and traveled to New York

to begin my education to become a merchant marine officer.In 1968, aspart

L~............... "",--
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-Robert T. Kiyosaki

... I realized that

combat was the

ultimate test of will

and training. There

was no second place

and the winner was

the one who was the

mostprepared.

I changed my

thoughts to;;,"Combat

is not ri~~Y. Bei~g
unprepared is risky."

I've cometo realize

that entrepreneu rship

is not risky. Being

unprepared is risky.

ofmy apprenticeship at sea, I sailed into

Papaete, Tahiti, drank beer and went out

with one of the most beautiful women I

have ever met. She was the weather girl

on television and a candidate for Miss

Tahiti. My dreams had come true.

The second reason I went to the

academy was because my dad did not

have the money to send me to college.

He said to me, "The day you graduate,

you are on your own." And I was. Going

to the academy meant I had a full

scholarship, room, board and clothing

allowance, and reimbursement for

travel. On top of that, we were paid a

small (and I do mean small) salary each

month.

The third, and probably the most

important reason, was for the discipline.

As a kid in high school, I was often

surfing more than attending class. Even

after my dad, the head of education,

caught me, I still found it impossible not

to cut classes when the surfwas big.

I knew I needed the discipline. If I

had attended the University ofHawaii, I

never would have finished school.

At the academy, I learned discipline ... the hard way. Punishment came

often, and it was severe. Academics were tougher than I had expected.

Without a strict military system, I would never have graduated.

I also learned to follow and give orders. In other words, I learned

leadership. When you look at the CASHFLOW Quadrant, you can see that

leadership is essential for success in the B quadrant. After three years ofhard
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~
discipline and leadership training, in my senior year, I was promoted to

Battalion Officer. My job was then ro teach leadership to underclassmen

who were just like me when I entered the school - little con artists who

thought they could beat the system.

The Biggest Lessons OfAll

After four years of the academy, I volunteered for the Marine Corps

because the Vietnam War was still going. It was in Navy flight school that I

had two life-defining lessons that have served me welL They are:

1. One of the most exciting parts of flight training was learning how

to fight aircraft to aircraft, often called a dogfight. The aircraft we

flew at the time was a T-28 Trojan, a single-engine World War II

vintage aircraft. It was big, fast and unforgiving. Many a student

died because the aircraft was designed to be agile and maneuverable.

If you were not a good pilot, the aircraft could kill you.

One day, I was flying solo, on the lookout for my instructor who

was going to jump me. Suddenly, I heard screaming through my

helmet's earpiece: "Bang, bang, bang, bang!" It was the instructor

letting me know the fight was on. Immediately, I did as I was taught,

shoving the fuel mixture to rich to protect the engine and pulling

the aircraft up to the right and rolling it over, trying to shake my

attacker.

"

~l,. -' .'.

Instead oflosing him, all I could hear was, "Bang, bang, bang, got

you, sucker." I could not shake my instructor. I climbed, I turned, I

dove, I tried to stall, but nothing could shake him. I could barely

see because my face shield was covered in sweat. For a good 10

minutes, my instructor rode my tail, not fooled by any ofmy evasive

maneuvers.

Back on the ground, the debriefing began. As my instructor used

his hands to describe my flying, I got sick to my stomach. My ill
feeling was not just because of the violent maneuvers we had just

Two MEN • ONE MESSAGE---L~ .......~_~ _
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Donald's Response:

Although I was sent to military school because I was a bit

aggressive as a kid, what I learned there had less to do with

discipline and channeling my energy more effectively than it had to

do with learning about the art of negotiation. It was a great business

lesson in disguise.

I was confronted with a former marine drill sergeant , and I

realized I would never be able to match him or take him on

physically, so I had to use my brain to handle the situation.

I had to get around the guy somehow, and I refused to back down,

so I tried to figure out what might get him on my side. I saw my first

opportunity: I was a very good baseball player and captain of the

team, and he was the coach. I knew I could make him look good by

playing my best, which I did. We had a great team, and I learned

how to lead them effectively. That was the first step.

The second step was showing him that I respected him (which

wasn't hard because I did respect him) , but that I wouldn't let him

intimidate me. I think he respected that and realized it would be

pointless to go after me. So we met each other from a point of

strength, not weakness, and a mutual respect was established.

That's another great business lesson right there, especially for

negotiation. We both won.

I am friendly with the former marine drill sergeant, Theodore

Dobias, to this day, and meeting up with him at the New York Military

Academy was a fortunate event for me. So was going to military

school, although I wasn't that thrilled about it initially. I later

realized that I enjoyed the challenges and the discipline, and I never

lost the respect for time that I learned there. People who know me

know that I hate being late, and I don't like other people being late

either.
Military school underscored what my father had always taught us

- that we should show respect. I respected Mr. Dobias and it served

WHY WE WANT Yo u To BE RICH
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"He who has never learned to obey cannot be a good

commander. "

- Aristotle

"Never tell people how to do things. Tell them what to do

and they will surprise you with their ingenuity."

- George S. Patton

"What you cannot enforce, do not command."

- Sophocles

"We are what we repeatedly do. Excellence then is not an

act , but a habit."

- AristotLe

I realize my father was instilling leadership values in me by

selecting certain bits of wisdom from many ages. These lessons went

into my subconscious, surfacing to help me as I encounter situations

that they might pertain to. That's why I'm still big on quotes; they

can be a direct hit on negative or confused thinking. So when people

hear me quoting or referring to a variety of great thinkers throughout
history, they now know it's something that was started at a young age
and that I have continued to do. And it started when I was in military

Two M EN • ONE ME SSAG!--- -_:::::.:.:::.:..._ -



The more YOU learn.

the more ~OU reali ze

hO\\ mur h you

don 't know,

1'14 I C' VJ' '' . ~' VI ...1tI ~

scbcct.
Another defining moment I had in mil itary school had to do with

hrstOfy. There was a fellow suoeet wt.o was alwa~ study'ng WWUOn

his Owll. He was a history buff and a !>enous ~tudent One day I saId

to him , "You ITIU!>t be an expert on WW II after au the timE' you've

spent studylO9 It. " Hl~ reply is something I 've~ f Ol'got tm : "No,

It ha~ only made me realize how much I don ' t know_" Then he

exptallll!'d that 1Il order to understand WWtl, he had to go b.nk to

WW1 and study that , and t hen study t he wortd s'tuatlon ~fore WWI.

a nd he wU bPi'00ing to seE' it WQUld be a very I~ process. Then
he sa,d, '"Stud"';"'! hIStory has made me very humble. because I know

I'llllt'\'('r know ,t all . " (omi"'! from sornE'Olll!' as wfll -read as he was,

those comments le f t an lmprf"';~ion on me.
As a resul t , I would ~tudy hi!>tory in my s.p./Ire l Ime and t ry 10 read

as much a~ I coutd, I started a habit tha t I've kept to th,s day. which

is to a1>l< myself . " wti at can I learn today that I d,dn' t know before?"

That 's one way to keep my mind CUriOUS and eten. Aristotle was

ri ght : h celtt' n<; t' can become a habi t _

When I entered Wha rt on years later, I found that my habits from

mili t ary school helped me a great deal. As I menti oned earl ier, I

spent my spare t ime studying foreclosures and real estate and

everything I could get my hands on - all in addition to the required

CUrriculum. I dron't want to get by with just doing enough. I wanted

to do more , and I found myself prepared when I left col lege fOf the

real world ....nere very often ooing "'erlOUlIh" really isn't enough at

eu.
In tne words of one of the Greek

philosopMn my father inl roduced

me to. ree e's a f,nal , defill1ng lesson

I leamed at mll ,tary school :

DonJId 1 Trump
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" Ibe f i r~t and best victo ry i~ t o conque r seu.:'

Plato

I learned to be par t of a whole. Military school provIded the

opportullit y to under~tand how to be part of the bi~ pic ture wlthoo.Jt

losi~ my ideohty. It'~ been a great ad~anta~e on bu~I~, allOWlIl1;l

me 10 diminISh m~elf when ne<:~ry. Someti~ tilt' pectc re is

dt"arer If you' re rot in the plume at eu. A llr lt"at lesson. SorneorM'
OI1l:e said I wa~ a bIt hl<e a chameleon wl>m It came to newotlatlll1;l.

mat I could blend mysel f out ancl then back in allaln. That ability

came f rom my expenencP!> at mlhtary school .

MCKt people ~ me as beon~ mentally tOUllh, arid l ha t '~ t rue.

That 's another advanta~1t" I've had from my t1me it! mll, lary SChool.

I do:W1 ' t li ke to camplait!, I can be tenacious. arid WIT1t'tHTles I just

\fII'OI'l ' t budge. If r've daM my homework, if I've worked hard arid I've

been " Ihllent , t het1 1know , neve e~ervth i ng It ta kes to back myself

~ or defend mYM'l f. I can be a t~h i1d~lt"rsa ry.

G ; ~lt"n my eccreoeuce for quotes, I WIlt end WIth one by the

If'llt'!1darv Pro Football Hall of Fame coach Vince Lombar"l:

KThlt" qua li ty of a PIn son 's li fe is in direct proport ion to thei r

commitment to excellence. regardless of thei r chosen field of
endt"i1~or, ..
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Your Response

What Did You Learn In Military School That Helped
Define Your Life?

You may not have attended military school, but did you belong to the

Boy Scouts, Girl Scouts or other clubs where you learned the importance

of discipline and leadership? How have you benefited from these

experiences? Or, how could you have benefited from using self-discipline

and leadership skills in your life?

Where in your life could you benefit from more discipline (i.e., time

management or financial management?) and/or more leadership skills?

WHY WE WANT You To BE RICH
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WHAT WAS THE DEFINING
LESSON You LEARNED

FROM SPORTS?

Robert's Response

As a child, I played Little League baseball and Pop Warner football. At

the age of 12, I began playing golE At 15, I gave up golfto surf And in high

school I played football.

& At the academy, I captained the rowing team and played football.

F While at flight school, I was introduced to the game ofrugby. Rugby is

l my game. It is the only game I have ever been passionate about. I have

traveled the world playing the sport, and once I got roo old to play, I traveled

the world watching the great test matches. I have watched test matches in

South Africa , Australia, New Zealand , Scotl and , Ireland and England.

I learn ed something different from each sport, something important

that has influenced my life.

Two MEN • O NE MES SAGE----

2. By playing golf, I learned to control my emotions, my thoughts and

my body. The game of golf is simple in theory, but one of the

1. In Little League, I learned how to play hard even when losing. Our

team was the early version ofthe "Bad News Bears." For most ofthe

season, we never won ... but we played hard and improved with each

game. Finally, at the end ofthe season, we beat one ofthe best teams

in the league. The reason we won was because they got cocky and we

got better.
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toughest games played. In business, many times I use the same types of

self-control I use in golf

3. I loved surfing. By surfing, I learned to time the cycle of waves.

Today, as an investor, I often use the intuitive senses I gained as a

surfer to know when to enter a market and, more importantly, when

to get out.

4. At the academy, I rowed because it was the most painful sport I

could find. Since school was so challenging, I needed a sport that

was painful enough to take my mind off the military and academic

pressures I faced. From the sport of rowing, I learned the

importance of precision teamwork. Rowing is a sport of precise

synchronicity. The challenge of rowing is that during a race, most

of our stored energy is burned up in the first few minutes. For the

boat to win, it was important that each person gave his all, with

precision, even though physically exhausted. If one person even

thought about letting up, the chances were his oar would collide

with another oar and the race would be lost.

S. In football, I learned the importance ofeach team member not only

knowing his assignment, but more importantly, carrying out his

assignment. I also learned the importance of getting along with

people I did not like and respecting them for their abilities rather

than their personalities.

6. Rugby is like basketball with tackling. It is a very fluid sport .

Although rugby is the forefather ofAmerican football, sizedoes not

matter in rugby. You have big people playing with tiny people. In

American football, it is estimated that players play at most a fulll 0

minutes per game. The rest of the time is spent in huddles or

activities other than playing the game. In rugby, since the play rarely

stops, players are running for most of the game. Regardless ofhow

tired you are, you need to keep running in support of the play and

the team.

. ~" ­.
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7. I also have a black belt in Tae Kwon Do. In Tae Kwon Do, I learned

the importance of chi - the inner power that flows through our

body.

Two MEN • ONE MESSAGE-- - . - . --~--

While I have learned many important lessons playing sports, the one

that stands our is a lesson I learned while I was playing high school football.

When I was a junior, our high school had a great football team. Because

there were so many great players, that meant I sat on the bench for most

games.

It was really embarrassing at the end of the game to come off the field

with a perfectly clean uniform. My fellow benchwarmers and I would often

accidentally-an-purpose trip and dig our knees into the mud just to get some

dirt on our spotless uniforms. By mid-season, we had stopped tripping and

weresimply rubbing mud all over our uniforms.

As the season went on, with me still on the bench, I began to think that

mycoach had it out for me. I believed he didn't play me because he didn't

like me. By mid-season I was planning on quitting. My feelings were hurt.

One evening, after a really tough practice, the assistant coach walked

up to me, put his hands on my shoulder and said, "I want to talk to you."

This coach's name was Herman Clark. A former NFL player, he was a

reallybig man. He volunteered his time because he loved the game so much.

In his quiet and gentle way, he said, "Do you know why the coach isn't

playingyou?"

"No:' I said. "I don't know. I do all the right things. I show up for

practice. I run extra laps. I'm as good asJesse."Jesse was the starter for my
position.

"Yes. That's true:' said Mr. Clark. "You also have more talent and speed
than Jesse."

"So why does he play?" I asked. "Why not play me?"

"BecauseJesse has more heart. Jesse wants the position more than you.

Inlife, talent is not enough. Ifyou want a starting position, you need to take

Yourselfto a whole new level. You have the body, but you lack the spirit ."

Although I still wanted to quit, I took Mr. Clark's words to heart. For

the next two weeks, I practiced like I'd never practiced before. I was intense.

L~~~_-...",------
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I was focused . I made more tackles and even intercepted two passes in

practice, a tough job for a lineman. Although I still did not play and was

still on the bench, I was feeling better about myself

One day during an away game at another high school, Jesse broke his

arm. The coach turned to the bench, looked over the candidates. Finally,he

looked at me and said, "You're in."

That was a small but defining moment. Today, I realize that what I want

in life is up to me. There is no one in my way. If I want something, I know

that desire is not enough. I need to do what it takes to be a winner, before I

can win. I often repeat to myself, "Life is a rip-off when you expect to get

what you want." There is a world of difference between expecting to be a

start ing player and being a starting player.

At the start of this book, I wrote about the following process:

THOUGHTS ~ ACTIONS

~

... . . .......

~ RESULTS
•

The lesson I learned from Mr. Clark was that for me to change my

results, I had to redefine who I was and up my commitment to playing the

game. Once my thoughts and attitude changed, my actions changed, and so

did my results.

Today, whenever I feel wimpy and think the world is unfair or not

recognizing my talents or that people are against me, I simply rememb er my

talk with Mr. Clark. Then I work to upgrade my thoughts, my actions and

my results.

WHY WE WANT You To BE RICH---_. ---
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, Winning Principles

.. Joe Montana, one of the greatest football players in history, sent me an

rautographed copy of his book, The Winning Spirit: 16 Timeless Principles

1hat Drive Performance Excellence. It is a great book for anyone who is

committed to winning.

~... For those who may not know who Joe Montana is, he was the

quarterback of the professional football team, the San Francisco 4gers. He

led his team to four Super Bowl victories. He has been elected into the Pro

Football Hall of Fame and was named by Sports Illustrated as the greatest

football player ofthe past SO years. The following are a few excerpts from his

book:

. ' "As I have watched my own children compete in youth sports over the

years, I have noticed a growing tendency to deliver pats on the head, to say,

'Good job, everyone won today.' And hand out participation ribbons to all

who got out ofbed and made it to the game. That's not the way I was raised,

and I don't dispense that message in my role as a parent. I think it's unfair for

a parent to be an uncritical observer ofa young person wanting to improve

and play at a higher level. As a parent, you need to be not just a cheerleader

but a coach. And I believe it is wrong to tell the next generation that they

.' will be congratulated for simply showing up.

''1 "Competitive sports are one of the best preparations for life,

reflecting as they do, the highly competitive nature of the world

around us. I never wanted anyone on my team, in sports or business,

who didn't passionately care about rising above the competition ­

and winning.

"Ifwinning wasn't important, people wouldn't keep score.

"Like it or not, we live in a world that keeps score."

This is what he says about winning Super Bowls:

"Recently, after I delivered a speech, someone in the audience asked

me how old I was when I won my first Super Bowl.

Two MEN • ONE MESSAGE
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"'Twelve years old, and I've won a thousand of them since. All bUt

four of them: I explained, 'took place in our backyard in my
hometown of Monongahela, Pennsylvania, a few miles down the

road from Pittsburg,"

In other words, in his backyard, he rehearsed winning the Super Bowl

thousands of times.

This is what he says about individual preparation:

"Individuals prepare in different ways. What works for one person

doesn't work for another. Some wait until the last minute. Some

require a degree offear as motivation. Others want to eliminate all

distractions, have complete silence and shut themselves offfrom the

world. Others prepare with music in the background or in the

company ofother people. Some need to rehearse over and over until

they feel confident. Whatever the method, the goal of good

preparation is the same: to ready ourselvesfor optimal performance,

to play or work at our best."

And finally, this is what he says is the key to preparation:

"We do strongly believe and teach that repetition isking in the world

ofpreparation. Whether in sports, running the same drills over and

over, or in business practicing a salespitch or refining a presentation

we gain through preparation a sense ofmastery and self-confidence

that can be taken into the real game."

What Joe Montana says is one of the most valuable lessons 1 learned

from sport s. 1 meet people who say to me, "I played your CASHFLOW
game once. What do you recommend 1do next?"

Can you imagine that? They played once, and they think they know the

game. When I recommend they play it at least 10 more times and teach it

to 10 other people, they look at me strangely. Whenever 1 see that look, 1

know that person probably does not understand what it takes to win. AsJoe

Montana says, "Repetition is king."

WHY WE WANT You To BE RICH
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"That is why I do not diversify, diversify, diversify with my investments

or my business. Instead, I FOCUS - Follow One Course Until Successful

_ and practice, practice, practice.

A final word from Joe Montana:

"Everyone who has been successful in his or her chosen field

understands the importance ofpractice and preparation. To become

outstanding in a particular area, we must learn to practice with

concentration and focus. Practice is our chance to work on

weaknesses and get better. When we're working to excel in

something, it is not enough to do what is expected. We must

constantly strive to exceed our own expectations. Nor should we

keep starting and stopping a practice regimen. When we practice, we

must be consistent."

While I am not agreat golfer, I have learned much about business and

human nature while on the golfcourse.

My golf career began when I was eight years old. My mom and dad

would drive us out to a remote country town on the Big Island ofHawaii to

visit an old friend of theirs. Like most kids, I found sitting around in the

living room with a bunch of adults boring, so I went outside to find

something to do. On the porch of their friend'shome sat a set ofgolfclubs.

Takinga wood driver out ofthe bag, I wandered down to his rocky driveway

and began hitting rocks. After damaging his wooden driver, I got one ofhis

irons and again began hitting rocks up and down his driveway.

Needless to say, my mom and dad 's friend was not impressed with my
introduction to th e game ofgolE

l
At the age of 12, I took up the game again. I was attending an

, Two MEN • ONE MESSAGE
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And that is why my rich dad had me playMonopoly over and over again,

until one day I saw a glimpse of my future. Today, all I do is play Monopoly
for real. No matter how rich I become, I always know I can become better.

~And to me, becoming better at my game is far more important than money.

The Importance Oflhe Game OfGolf.'
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elementary school filled with rich kids, so most of their fathers belonged to

the country club. My dad and rich dad did not belong to the country club

because, at the time, neither man was rich. The only way rich dad's son Mike

and I could get on the course was to tag along with our rich friends whose

fathers were members.

It was not long before the head professional at the country club began

to let Mike and me know that we were overstaying our welcome. He let us

know that if our fathers were not members, we could not play. At that

moment, Mike and I began the first major negotiation of our lives.

Somehow, we got the head professional to allow us to become members of

the country club. In exchange for membership, we had to caddy for a set

number of rounds of golf per month. Our dads were somewhat perplexed

when we told them we had become members ofthe country club at the age

of 12 - a country club they could not afford.

From the age of 12 to 15, Mike and I golfed and caddied every chance

we could. Many days after school, Mike and I would hitchhike our way to

the country club. We caddied to keep our agreement and played every

chance we got.

Eventually, caddying turned out to be a great source of income. We got

paid $1 per bag per nine holes. Soon we were carrying two bags each for 18

holes, making $4 a day. That was a lot of money at the time. At 15, Mike

and I had made enough money to afford surfboards, so we put our golf

games on hold.

Two Reasons To Play Golf

Today, I play golf occasionally. I play primarily because my Kim is

passionate about the game. In fact, she plays from the men's tees and out­

drives me, which is not good for my male ego. I am a below-average golfer,

scoring between 85 and 95 when I am on and worse when I am off. I do not

practice like I know I should.

Although I am not passionate about golf, there are two reasons that golf

is essential for people who want to be rich.

The two reasons are:

WHY WE WANT You To BE RICH---
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I hit the ball erratically. That's why I believe I am better as a team

- Robert T. Kiyosaki

Once my thoughts

and attitude

changed, my actions

changed, and so

did rnyresult.

One ofthe things you notice ishow they hit the ball. Do they swing

hard to hit the ball long or do they swing for control? Do they

cheat? Do they ever lie about their score or move the ball and not

take a stroke?

I've seen Donald Trump play golf He plays golf like he does

business. He hits the ball long and straight. He is also very accurate

and precise in his shots.

A while ago, a friend ofa friend wanted me to invest in his company.

After looking over his financials, I asked ifhe would like to playgolf

He eagerly accepted and soon we were at his country club. On that

Saturday, I was not concerned about his score; I was there to watch

how he played the game. He was a great golfer who hit the ball long

and straight. He was doing fine until he hit the ball into the rough,

alongside the green. Thinking I was not watching, I saw him move

his ball. Because the grass was tall, it took him two strokes to clear

the rough and get onto the green. When I asked him his score, he

told me he was only one over par. I asked him if he counted his

second stroke in the rough. Instead of coming clean, he denied

taking the extra stroke. At that moment, I came to doubt the

numbers on his financial statement.

1. Games reflect behavior. Most

golfers would agree that the beauty

of the game of golf is that it is a

mirror, a reflection ofa person's true

core behavior patterns. Often, when

I want to know who I am doing

business with, I will play golf with

them. As we are playing, I am not as

concerned with the score as I am

with how they play the game.
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player than as a golfer. I loved rowing, football and rugby because I

am better on a team. I am the same way in business, which is why I

am very careful about whom I have on my team.

2. More business is done on golfcourses. Both my dads played golf

Both were pretty good . My poor dad played golfwith his friends, his

fellow teachers, for fun. My rich dad played golfto become rich. He

said, "More business deals are done on the golfcourse than in the

boardroom." He went on to explain saying, "The tougher the

negotiation, the more relaxed the environment needs to be."

It took me a number of years to grow and mature before I fully

understood the wisdom in h is words. Today, if a negotiation is

involved and complicated, I will often ask the person to play golf

with me so we can discuss the deal. With a relaxed golf course

environment, the negotiation has more time to develop, and when

the environment is relaxed, there is often more flexibility in

thinking. It seems the open space ofthe golfcourse allows for more

open thinking.

In Conclusion

Even though I am not a dedicated golfer, I am dedicated to winning at

the game of business. Golf is the game of business. I still do not take the

game ofgolfas seriously as many players do, but I take the game ofbusiness

very seriously.That is why I am a member of three country clubs. A country

club is often the best place to do business, as well as find out whom to do

business with.

P.S. True to form of any great businessperson, when Donald and I

became serious about doing this book together, he invited me to

one ofhis golfcourses, Trump National GolfClub in Los Angeles.

WHY WE WANT You To BE RICH
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Donald's Response

The sports I have played the most over the years are baseball,

tennis and golf. They are games that require finesse, a strong sense

of timing and concentration. To this day I enjoy watching baseball

and tennis, but I am a passionate golfer. I've developed fantastic

golf courses because of that passion.

The lesson I learned from those sports is the importance of

instincts. Stamina and technique are both necessary requirements,

but being truly great usually means there is an "instinct" that can't

really be explained. Think about Wayne Gretsky's famous

explanation for his hockey success - he simply skated to where the

puck was going. That's a great visual for understanding instinct.

Sounds so simple, doesn't it? Yes ... until you think about it. How

did he know where the puck was going? How come all the other guys

didn't know where it was going? Well, because he had something

special - instinct.

I've seen people who worked harder than anyone else and who

still remained in the background as athletes. They were qualified,

dedicated and competent, but that extra something just wasn't

there. I was an excellent baseball player, and I realized that I had a

natural sense of timing. Babe Ruth I would never be, but I had a

sense of what it took to be great in that game.

Tennis, as a one-on-one game, made me realize that the idea

Was to obliterate your opponent. There's only one winner, not two.
It's a fierce game. Have you ever watched the famed Swiss tennis

player Roger Federer? He's got the instinct I'm talking about. As

AndreAgassi once said of him:

"He's the best I've ever played against. There's nowhere to go.
There's nothing to do except hit fairways, hit greensand make putts.
Every shot has that sort of urgency on it. Anything you try to do, he
Potentially has an answer for and it's just a function of when he
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It's InterestIng tha t Andre

Agassl would use golf terms til

e xplalll Roger Federer bE'cause
go!f IS famou!Jy a braln galllE'. Golf

requires tec hnique. but more

importantly. It reccues extenSlVe

use of t he mmd. Roger Federer

coot rcrs the game and know~ lns t inetl ~el y how to handle hIs

opp<lOI'f1 t s. He 's as fierce as he is gfaceful and good luck to anyone

Pile on the courL Tennis is very much about knowing your oPPOnE'r1t

as wetl as yoursel f. Than another 001' of Federer 's strengths.

PlaYIng gol f is a f ll rm of fun for me. Fun in the samp way that

makIng deals IS fun lor me. Golf d1amp>on Phil MJCheISO<l says the

~t golf adYKe he ever recewed was from hIS father. who totd hIm

to have fun. Even when he practices. he's having fun and enJOYIng

n . I can relate to that , and i t 's soli d advice tor anything you're

doing.

1ha~e learned a lo t about the in tegrity of cooote by playlng golf
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E~ery game, e~ery deal. WIll be dlfferetlt. Be In shape. be prepared,

practice, and kroow there will be ~a riablE'S to deal with.

Nick Faldo, one Il f the aU ·time golf greats. says someth ing that
is absolutely right on; "Whether you hIt the ball slowly, soft , or hard,
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Your Response

What Are The Defining Lessons You've Learned From
Playing Or Watching Sports?
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CHAPTER NINETEEN

WHAT DID You LEARN
FROM BUSINESS?

Robert's Response

~ You cannot learn to ride a bicycle by reading a book. The same is true

... with business. Books and classesare good for new ideas, but like learning to

ride a bicycle, learning about business is a hands-on process.

You have heard the saying, "The bigger they are, the harder they falL"

Both Donald and I felL His fall was much bigger and much more public.

My fall was big, not as big as Donald's, and not as public ... but it hurt

nonetheless.

After receiving my sales training from Xerox, two friends and I started

the nylon and Velcro surfer-wallet business. Unfortunately, the business was

a screaming success. I say unfortunately because success went straight to our

heads. We were three single guys in our 20s who hit it big. Our products

were featured in Runners World magazine, GQ and even Playboy.
One day, one of my partners drove up in a new Mercedes 450 SL. We

asked him why he bought the car. "Because we're rich;' he said. "Why don't

you guys go and buy the cars ofyour dreams:' So we did. Larry bought a 450

SL, like John, and I purchased a silver Porsche Targa with black trim.

You probably know the rest of the story. We were driving fast cars and

dating even faster women. The business that went up fast came down even

faster. In less than three years, we went from poor to rich to even poorer. We

Were successful, but deeply in debt from our losses. (If you would like to

learn more about my many lessons learned about entrepreneurship, you can

read about it in Rich Dads Before IOu Quit lOur Job. There is a lot of

t .'".,
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After a business

failure in my early 30s,

I realizedlwas way

behind thxlearh'ing

curve. I saw~people my

age farther ahead in life,

simply because they had

taken their. education

and their professional

careers seriously. This

business failure w as my

real ization that I needed

to become a student, to

study like I never

studied before.
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information for entrepreneurs in this book. It is informative as well as

amusing.) As I say, asour income went up, we thought our financial IQwent

up as well. The problem was, as our income went up, the only thing that

went up with it was our stupidity.

That business failure was one of many defining moments I have had in

business. The failure and the loss ofnearly a million dollars was my wake-up

call.

I had not been a strong advocate for education up to that point in my

life. I did not think education was important. In school, I just got by. I was

happy to be a C student. As my poor dad often said about me, "You're

getting by on a shoeshine and a smile."

After that business failure in my

early 30s, I realized I was way behind

the learning curve. I saw people my

age further ahead in life, simply

because they had taken their

education and their professional

careers seriously.That business failure

made me realize I needed to become a

stu dent, to study like I had never

studied before.

For a number of years, instead of

running from my failure, I worked to

rebuild the business. I wanted to

rebuild the business to find out what

I did not know: What things had I

overlooked? What had I not seen?

They say that hindsight is 20/20. For

me, hindsight was not only 20/20, it

was painful. I had to face all the B.S. I

had been telling myself I had to face

the lies I told myself and told others.

After a few years of humility, the

WHY WE WANT You To BE RICH
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, nylon wallet business was back on its feet. It was successful and profitable.

It was the best education in business and the biggest dose ofhumility I have

everhad.

~ In 1980, while going through that process, I attended a seminar that

iC' featured r». Buckminsrer Fuller, My life changed again. By 1984, even

though my business was successful and profitable, I resigned and left Hawaii

with Kim. I became a teacher, a profession I had not respected and swore I

would never be a part o£ From 1984 to 1994, Kim and I traveled the world

teaching entrepreneurship and investing. In 1994, we retired financially free,

putting into practice all we had been teaching. Kim was 37 and I was 47.

For two years, I went into hiding in the mountains ofsouthern Arizona,

near a little town known as Bisbee, where I spent my time developing the

CASHFLOW board game and writing Rich Dad PoorDad. In 1996, the

first commercial game of CASHFLOWwas played and on April 8, 1997,

my 50th birthday, Rich Dad Poor Dad was launched at a small party at

Sharon and Michael Lechter's home. In mid-2000, a producer from Oprah

Winfrey's show called. I walked onstage to greet Oprah, and the rest is

history.

So losing that nylon and Velcro surfer-wallet business was a defining

moment ofmy life. Ifnot for that loss, I might never have become a student

or a teacher.

Donald's Response

Being Visionaries

I'd like to share one of my business successes, but one that took
30 years to evolve.

Just as we are looking to the future financially, trying to keep
our bases covered, New York magazine came out with their June
2006 issue called "2016 Tomorrowland," the projection of what NYC
Will be like in 10 years. I remember the uproar that I caused by
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wanting to build Trump Place on the Upper west Side of Manhattan,

along the Hudson a.ver, a few years b.lck.lt's a beaullful comple~ of

16 ft"SldE'-ntlal bu'ldlngs lroc::llx:hng a park. and It should be done SOOn.

Well. loday IN.-y ere projec tlng that the West SIdE' below the Ja~its

Center wil l be larjE'f than ue city of Mmneapolts by 2016. so I guess

I wasn't Wfong In prOVIdIng some housllllj on that side of town. Be'ng
a vIsIonary can ee worth It now and then, espE'CI.:llly aftE'!'

E'O(ounterllllj OPPOSItion, and th is is one of t~ I nnes.

One feaSOl'l Robert and I pomt out certain th'llljS IS because we
can SE"E' lhem Coml"'!l. As I '~e sard before, we 're not trylTlg to be
fna roc:: lal tE'a rlTlOl'lgE'fS , WE" fE' j ust tlopl"'!l to be able to uee- SOfTIE' of

you m the nglll directIOn - before 'I's too late and yOU say. "Why

dldn' l we see th.a t coming?! " Fortunatel.y. we 're In a POS'llon,

oececse of our I ndl ~ id..... l success fecords . 10 grve you 'IOrTIE'

indications of what m,ght be happening in I he future.

I had to be ~ery stubborn when it came to I hat oe~elopment on

the West SIde tha t I just mentioned. In fact. I warted 30 years to see

i t happen. But I knew back then that it would be Important to the

fu ture of New York City. t know th is city. , was right.

Look at Mark Bernet t. He saw a new crrecnce for television and

he too dealt WIth years of rejection. People just dldn' t get what hE'

wanted to do. But he Just kept at it. because he knew ne was right.

When t he retevutco execu t ives f inally did get what he was going

aftef. who created a new genre and a new chapter of tele~is ion

tllstory?Mark Burnett.

Sometlmes it's hard to define what "'sion is. Usually, u's based

on studyl"'!l the hMDry of something and surmISIng where ,t WIll be

goIng In 10 or 20 or more years. Yes, therE" s a n sl< In~ot ved, bUt

fOfward-th lnkl"'ll people are often On thE' mark . Another pnme

examplE' IS LE'OOardo da VInci . He looked ahead by CE'fltunes In tllS

inventIonS and 'dc>.ls. The venhcatlon of l1,s vIsIonary g,flS took

centures to clear, but ventsed they have been. Tl10reliu said. " If~

have buIlt castles in the aIr, ywr wor1< TIE'e(l not be lost ; that is where

\\ .... \\1 \~"'" ~ ( 1lJ Tu IIIl1.u.
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other ceccre. Hp said the wo.-st
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mud1 fo.- ppople to har'ldle?
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KiSSlOief ~ nOWl n g l y said , "HIstory ~ no~ no rest1l'li plates and no
plateaus. ~
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Your Response

What have you learned from your own or someone
else's business mistakes?

What have you learned from your own or someone else's

business successes?

Do you own your own business? If not, do you want to? What

ingredients do you believe are most necessaryfor a businessto

succeed?

What do you admire about successful business owners you

know?

WHY WE WANT You To BE RICH
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CHAPTER TWENTY

WHAT ARE YOUR
PHILOSOPHIES CONCERNING

GOD RELIGION AND MONEY?

Robert's Response

~. While growing up, there were two points about God, church and

religion that were confusing for me. The first was the idea that some people

went to heaven and others did not, even if they believed in the same God. I

remember asking my Sunday school teacher, "What is the difference

between our church and the Catholic Church?" I was eight years old,

attending the Protestant church my parents belonged to, and was curious

about the differences. It shocked me when my teacher said, "Well, we both

believe in Jesus Christ, but Catholics won't go to heaven."

That answer floored me. When I asked why this was, she simply said,

"Theydon't belong to the right church."

Disturbed and even more curious, I asked my Catholic classmate if I

could go to church with him. For the next few months, I went to a Catholic

church and found that the congregation was made up ofgood people who

believedin the same God as my family did. I stopped going to Sunday school

at myparents' church and asked my mom and dad if, instead, I could find out

about the different religions ofmy classmates. They agreed to it.

Over the next few years, I asked my classmates what religion or church

theybelonged to and then asked to go to their serviceswith them. I attended

Lutheran, Methodist, Evangelical, Buddhist and Shinto churches or temples.

tin the small town where I gteW up. I did not have any classmates who were
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Jewish or Muslim. I have since attended services in synagogues and mosques.

It continues to disturb me that there are so many people who believe

they follow the "right" religion and others belong to the "wrong" religion.

I strongly believe in the freedom ofreligious choice, so it disturbs me to hear

people say that they are the only ones who will go to heaven or they are the

only ones who follow the true God. This may be the reason we have so many

wars over God and religion. In my opinion, the idea of a Holy War is an

oxymoron.

A Trust In God

In Vietnam, I gained a very strong faith in a higher power. There were

many times I should have died or saw a friend who should have died, yet we

miraculously escaped harm.

In business, I have a strong faith that if I work with the highest good

and fulfill a mission, a higher calling, I will enlist the powers of a supreme

being. I believe that if! cheat, lie or am not forthright, I diminish the power

ofwhat Native Americans refer to as the Great Spirit. I also believe the more

I strive to work at the highest legal, ethical and moral standards, the more

the power of the Great Spirit enters my business.

The Golden Rule

I have tremendous respect for the real Golden Rule: "Do unto others as

you would have them do unto you." Every time I am angry, upset or blame

someone else, instead ofretaliating with my hot temper, I ask myself, "How

would I want this person to treat me now?" It's not that I always do what I

know I should do, but at least I consider it. For example, I have an ex-friend

whom I had a disagreement with. I wish he would call me first and apologize,

which means I should call him first and apologize. But I remain stubborn

and have not called him to clean up the upset.

Finding Your Path

Personally, I like what the Hindu religion calls dharma, which means

following the path a supreme being has set for you by your own choice.

WHY WE WANT You To BE RICH
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~When I decided to teach and follow a profession my heart wanted to follow,

my life changed dramatically. In Before lOu Quit lOur Job, my book on

entrepreneurship, I write about my decision to become a teacher and all the

good fortune that came my way once I made that decision. One of the gifts

from heaven was that my wife, Kim, came into my life the moment I made

mydecision to teach.

I have tremendous trust in God, a higher power. I just question some of

the beliefs different religions have about God and who holds the key to

heaven. In my opinion, our main job in life is to make life here on earth a

little bit more like heaven.

TheSecond Bit OfConfusion

I The second bit confusion was about God and money. I still remember

myfriend's mom, who was very rich, alwaysinferring that money was evil. I

wondered why, ifshe thought money was evil, she simply didn't give all her

money to the church she attended.

I did not know if it was anti-God to want to be rich. I even wondered

if poor people were going to heaven and the rich were not. This confusion

between God and money haunted me.

At a summer church camp, I found the answer. The church brought in

a young youth minister, just for the summer. I still remember the day he

walked into camp. All the older church leaders gasped as he walked in with

a guitar slung on his back, wearing blue jeans, a T-shirt and cowboy boots.

Let me remind you that this was Hawaii in the early 1960s, and the only

people we saw dressed like that were juvenile delinquents in the movies.

Naturally, the kids liked him immediately.

Instead ofpreaching and telling us what to do and what not to do, he led

US in song and dance. Instead ofbeing taught to feel bad or guilty,we learned

to feel good about ourselves.

The head minister of the church looked and dressed like a dried-up

String bean. He often grumpily warned us of the potential evils of the flesh.

Sowhen this young, happy youth minister arrived, the tension between the

two men was evident. During one ofour evening bonfires, I asked my usual

t
, 'ft- - "
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questions about money. The older minister started in about theloveofmoney

beingthe rootofall evil and that it waseasierfOr a cameltopassthrough the

eyeofa needlethan it wasfOr a richman togo to heaven. I felt my spirit sink.

as I felt guilty about wanting to be a rich man.

The youth minister had a different take on the subject of God and

money. Instead of the rant about the love of money. he told us the story of

the rich man and his three servants, known as the Parable of the Talents.

which comes from the Book ofMatthew. The story goes that before the rich

master went on a journey, he gave his three servants some money (talents).

To one he gave five talents. another two talents, and the third one talent.

The one who received five talents immediately traded and turned his

five talents into 10 talents. The one with two talents, made two more talents.

The servant who received only one talent dug a hole in the ground and

buried it.

When the master returned, he said to the servants who doubled their

money. "Well done, good and faithful servant. You have been faithful over

a little; I will set you over much. Enter into the joy ofyour master."

At this point in the story, the youth minister said. "Notice the words,

'Enter into the joy ofyour master.' What do you think this means ?"

A few ofus fumbled around attempting to answer the question. Finally,

a young girlsaid. "Our master wants us to be rich. Our master is happy when

we are rich, when we share in his world ofplenty?"

The youth minister smiled, but did not answer. Instead. he said, "Let

me read to you what the servant who buried his talent said." With that, he

put down his guitar, opened his Bible and read the servant's response:

"Master, I knew you to be a hard man, reaping where you did not sow,

and gathering where you scattered no seed. so I was afraid, and I went and

hid your talent in the ground. Here you have what is yours.'''

The youth minister looked up to see ifwe were still listening and said,

"He claimed that his master was a hard man. so he did nothing."

"You mean he blamed his master?" asked the same young girl.

The youth minister again smiled and then read the master's reply to the

servant, "'You wicked and slothful servant," . , .
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~. "The master called him wicked and slothful?" asked another person

" sitting around the bonfire. "Beeause he did not multiply his money? You

i mean he called him evil and lazy for not multiplying his money?"

The youth minister only smiled and read on, '''You knew that I reaped

where I had not sowed and gather where I scattered no seed? Then you

ought to have invested my money with bankers, and at my coming, I should

have received what was my own with interest. So take the talent from him

and give it to him who has the 10 talents:"

"So the master rewarded the servant who made the most money?" I

asked.

The youth minister said, "Is that what you understand?"

"Sounds like it to me;' I said. "That means the more I make, more will

be given to me ?"

t . The youth minister just smiled and strummed his guitar sofi:ly.

~. "Is the master in this story God?" asked a young girl. "Are we the

servants?"

"Does God reward rich people more than poor people?" asked someone

else.

~ "IfGod is the master, does God reward the rich and punish the poor?"

askedthe person sitting next to me.

By this time, the older minister was shaking his head, wondering where

this conversation was going. The youth minister just strummed his guitar,

letting our thoughts swirl in our heads, allowing us to decide upon our own

message from the parable. Finally, with the fire crackling and smoke drifting

into the night air, he asked, "What does this say about people who have

money and people who do not have money?"

"That people without money are lazy?" asked a boy across the fire from

me."Or that people without money are evil?"

"No, that's not what it means;' said someone else. "That would be too

cruel to even think. The world is filled with poor people."

"But what about the words 'enter into the joy ofyour master: Doesn't

that mean being rich makes you happy?"

"No, that's not what that means;' shouted another young camper. "My

~ ................-....-.._------_........- Two MEN • ONE MESSAGE



- Robert.T. Kiyosaki

In my opinion, our ,"

main job in life is to

make Iife here O'n
earth a Iittle bit

more like heaven.
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mom and dad say that rich people

aren't happy. They say that only poor

and good people can go to heaven.

They say that the love ofmoney is the

root ofall evil."

"OK, OK;' said the youth

minister, quelling the brewing

argument. "Let me finish the reading."

Putting down his guitar, he

finished reading, saying, "For to

"'~•••••••• ""~T everyone who has, will more begiven,
and he will have an abundance. Bur

from the onewhohasnot, even what he has will betaken away."

The fire crackled in the silence. No one talked. Both the older minister

and the youth minister were quiet.

"Does that mean the rich will get richer and the poor poorer?" asked a

young girl.

The youth minister and the older minister sat without speaking.

"That wouldn't be fair;' said the young girl. "God should give to those

who don't have anything. God should be generous to the poor."

"Yeah, that's not fair;' said another person. "To saythat 'to everyone who

has, more will be given, and from those who have little, even what little they

have will be taken away.' That sounds terrible."

"Does this mean people who are lazy are evil?" asked a quiet voice from

a face I could not see in the darkness. "Is that why what little they have is

taken away?"

The conversation around the campfire went on until the fire went out.

Putting water on the coals, the youth minister said, "Time for bed. You can

all find your own answers to the parable. Some ofyou will continue to think

that money is not important, some of you will think that rich people are

evil or that poor people have a better chance to get into heaven. Whatever

answer you come up with will determine the rest ofyour life."

While I may not understand the full meaning of the parable, I did
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money. I also decided that the master could create where there was nothing.

In other words, he was creative and creativity is infinite, therefore money

wasinfinite - abundant. And to be creative and have abundance was the joy

of the master. As to what happens to those who do not multiply their money

and why the little they have is taken away, I am still not certain of the full

meaning. I have my suspicions. Nonetheless, the youth minister's words that

evening did ring true for me. The answer I came away with that night did

affect the rest ofmy life.

My rich dad taught me the difference between God and gold. He said,

"Ifyou want to be more like God and turn anything into gold, you need to

know the difference between God and gold." Explaining further, he said,

"The difference between God and gold is the letter L. He then said "The

letter L stands for loser, looter, lousy leader and liar. Ifyou do not get rid of

those descriptions from your character, you will never develop your Midas

touch - the ability to turn anything you touch into gold."

The Difference Between God And Gold.'

Donald's Response
I have noticed that people with deep faith of some sort often

seem more grounded and more productive. They have a sense of

purpose that can't be destroyed, and they are not easily

discouraged. Whether they are Jewish, Christian, Buddhist, Muslim

or whatever religion they may follow, it gives them a direction and

dedication that can defy business analysis.

I have some employees who observe the sanctity of sundown on
Fridays, and they need to leave the office early. They are hard­

Working individuals, and I respect their devotion and faithful
observance. When they are traveling with me, I have even scheduled

rny jet to arrive early enough on a Friday to accommodate their
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I have never bel ieved

that prosperity is bad

or someth ing to

be shunned.

- Donald J. Trump
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p:c
I that leaders have because they need to have it. They know they're

: not omniscient and omnipresent, but they do their best for the

people around them, and they try as much aspossible to have the big

picture in mind in their decisions.
I have a picture of a galaxy that I often look at because it keeps

mefocused on how small my problems are in comparison to those of

the universe. It gives me perspective, and then suddenly I don't

seem pressured. I remain responsible to my family and to my

employees and businesses, but I know that while I am famous and

successful, there is a power that is far greater than I am. Faith keeps

you going with confidence and keeps you humble at the same time.
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Your Response:

What are your philosophies concerning God
and religion?

How do your religious beliefs impact your feelings
about money?

Do you believe we live in a world of abundance or scarcity?

'.- :'::, .:
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PART FOUR

IF You WERE IN My SHOES,
WHAT WOULD You Do?

One of the riskiest things a person can do is say, "I have

$10,000. What should I do with it?" The problem with
announcing that you do not know-what to do with your money is
that it attracts millions of people who do what to do with

your money - take it.
Most people want to be given amagic formula. People who

want to be told what do with their money are often the ones who

take the advice of the typical financial advisor who says to save,

get out of debt, invest for the long term and diversify. If you're
looking for someone to tell you what to dowith your money, most

people will tell you the smart thing to do is to live below your

means. If that appeals to you, then go for it.

People who look for a magic answer are usually people who
invest not to lose. They are often terrified of making mistakes. If

you are terrified of making mistakes, then find someone who has

the magic answer for you and turn your money over to them.
Donald and Robert believe in financial education and

preparation, not one-size-fits-all answers. They also would rather
continually expand their means, not work to live below them.

In this part of the book, Donald and Robert offer their generic
advice for specific groups of people on how they would get ahead
by gaining greater financial education and preparation.

~.
r~

~--
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I AM STILL IN SCHOO~
WHAT SHOULD I Do'!

Robert'sResponse

Ifyou're in high school or younger, I suggest you focus on having fun. If
you ever watch kittens or puppies playing, you'll notice they are actually

learning many ofthe skills they will need for adult life by playing. Have fun,

play and learn.

I feel for kids today whose parents are preparing them for Harvard in

kindergarten. In Hawaii, well-to-do parents are paying over $1,000 a month

for their six-month-old children to go to a college-prep day care. It's their

choice, but I would not want to be their child.

The tough part for me, as a kid, was that I did not know I was poor until

I went to school. What made it even worse was that it was not OK for me

to tell my parents, adults or teachers that I wanted to be rich. In my family,

to want to be rich, to actually desire money, was sacrilegious. I know in many

families and groups, that is still true today.

Ifyou are a child who is growing up in a family or in a circle ofpeople

who think wanting to be rich is bad, even evil, keep quiet. Don't antagonize

adults. It's not worth it. Find friends in school or online who think like you,

and be true to yourself without violating the values of your family. Your

family is important.

Ifyou have a family that is supportive ofyour desire to be rich, then take

them along with you on your journey. At many ofthe seminars, like the ones

Donald and I do together, it's ofien the kids who drag their parents along.

L.~~__......._ ...... _
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Most people struggle /

with money because

in school they only

learn how to work

for money. Rarely do

they learn to have money

work for -them.
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Many times, I have had fathers and mothers come up to me and say, pointing

to their son or their daughter, "They read your book and insisted I bring

them to this event. Ifnot for them, I would not be here ."

Remember this: Money by itself is not good or evil. Yet we all know

many people do evil things for money. Many people are afraid that if you

love money you will turn into a greedy person, which some people do.

Always remember that ifyou decide to become a rich person, you can also

choose to be a good person who is rich and generous, but not foolish with

money.

One of the blessings I had in my life was that my rich friends were not

snobs. They were nice to everyone. When we played baseball or football, we

were all one team, rich or poor. Today, I know things are different. Many

kids hang out in cliques, discriminating against less fortunate or less"cool"

kids. Ifyou should decide to become a rich kid, I ask you to remember to be

kind and respectful to all kids and not to be a snob.

Two Challenges With School

There were two challenges I faced with school. The first was that it kept

programming me to get a job. Teachers assumed I was going to be an

employee in the E quadrant. I wanted to be an entrepreneur. Thank

goodness schools today have business

clubs and curriculums for students

who want to be entrepreneurs. In my

day, there were a few clubs , but they

were taught by people who did not

know anything about business.

The second challenge was that

schools punish people for making

mistakes. Isn't that silly? The way we

learn is by making mistakes. I learned

to ride a bicycle, skateboard and

surfboard by falling offtime after time.

If! had been punished for falling off. I
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might never have learned to ride. When you make a mistake, please do not

lie about it or pretend you did not make one, as many adults do. Instead,

take the time to learn from your mistakes, and you will learn faster than

those who avoid making mistakes or pretend they do not make any.

Two Great Exercises

Exercise # 1: When you are old enough and your parents are willing,

an excellent real-world exercise is to budget and buy the food for your

family for one week. Let's sayyour family'sbudget for food for one week

is $100. Plan the menu and shop for the food, staying within your

budget and keeping everyone happy with the menu. Do this several

times until you become good at budgeting and your family ishappy with

your food selections. This is a great real-lifeexercisein budgeting money.

When I did this, I was IS years old and all I heard were complaints.

While I did stay within the budget, my family got sick and tired ofhot

dogs and beans. After that exercise, I felt a lot more compassion for my

mom.

Exercise #2: Most people struggle with money because in school they

only learn how to workfir money. Rarely do they learn to have money

work for them.

After you have mastered budgeting for food, you can learn how to make

money with money. The exercise is simple ifyou are creative, but tough

ifyou are not creative. All you have to do is take $10 and see how long

it takes you to double it to $20. Youmight lend it to a friend and charge

that friend $1 a month interest, taking you 10 months to double your

money. Or you could buy something and sell it on the Web. Ifyou are

good, you may double your money in one day. The challenge is to find

out how many different ways you can take money and make more

money with it.

Most adults struggle financially because they do not have a clue how to

do this. They just know how to go to work, get paid and spend what

'1 1 H t
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they earn. If you are going to be rich, you will need to know many

different ways to make money with money.

Apprentice And Mentor

Donald and I both had rich dads as mentors. This may be why Donald

has his hit television show, The Apprentice. Years ago, before there were

government-controlled schools, young people learned by becoming

apprentices to mentors. This mentor/apprentice system was the primary way

we learned. All the way back to cave dwellers, children learned their craft by

being apprentices to adults who were mentors.

Today, instead ofmentors, we have teachers. While there are similarities

between teachers and mentors, there are also differences. One difference is

that a teacher teaches you a subject while a mentor is someone you want to

grow up to be like - a role model.

One of the difficulties I had as a child was that my dad was a teacher,

and although I loved him, I did not want to grow up to be like him. He

taught me many things that are priceless - the importance of honor, the

love ofstudy, honesty and the courage to stand up to a corrupt government

system, even ifit meant losing his job. I have done my best to embody many

ofthose traits in my life today. But I did not want to grow up to be a teacher

in the government system as he was. I did not want to need a job or expect

the government to take care of me when I retired. I wanted to be a rich

entrepreneur who invested in real estate. That is why I sought out a mentor,

my rich dad.

Today, I am a teacher. The difference is I am an entrepreneur who owns

an education business. If not for my apprenticeship with my rich dad, I

doubt if! would be an educational entrepreneur who invests in real estate,

gold, silver and oil. In other words, by seeking a mentor, I was able to become

the best ofboth my dads.

Remember the difference between a teacher and a mentor. If you are

lucky, and a mentor you like decides to make you his or her apprentice,

honor that person with respect for his or her time and the wisdom he or she

is willing to impart to you.
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and some you will wish you never met. You can learn something from all of

them.

". AWord About School

~ While I did not like school, did not do well in school and have not used

much of what I studied in school, I still recommend all young people

complete their education, at least through four years ofcollege.

Why do I recommend this? For the following reasons:

1. High school and college are times to grow up. I believed I knew all

the answers when I was in high school and college, and all I found

out after I left school was how much I did not know.

2. A college degree is a ticket. It means you accomplished something.

It means you focused for four years. If! did not have a college degree,

I would never have been allowed into Navy flight school. As a

helicopter pilot, I often let my enlisted crew chiefs fly the helicopter.

Most of them were better pilots than me, but because they did not

,) have a college degree, the ticket, the military would not let them fly.

Whenever I am asked by college students, "What do you recommend I

study?" I recommend two things.

3. College gives you the opportunity to explore many different

subjects and interests. At the academy, I was surprised to find out

how much I enjoyed the study of economics. If I had not gone to

college, I would not know much about global economic trends and

the language economists use.Just knowing a little about GNP versus

GD P, and the differences between M 1,M2 and M3, the measure of

money supplies, has made a significant impact upon my finances.

fi
~

~.
What Should I Study?,
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They are:

1. Accounting

2. Business law

I do not recommend these subjects because I think everyone should

become accountants or attorneys. I recommend these two subjects because

they give the student the ability to see into a business or investment.

Understanding these two subjects is like putting on X-ray glasses and being

able to see what most people cannot see.

Financial advisors are able to convince you to turn your money over to

them because they know you believe they can see what you cannot see.They

want you to think they have the inside track. Well, some do, but most don't.

Most financial advisors are salespeople (which is why they are called

brokers). As I've said, a majority of them do not invest in what they

recommend.

One ofthe benefits ofgoing to school and studying different subjects is

that you learn the disciplines and the "languages" particular to different

professions. For example, when I went to flight school, I learned the

disciplines ofpilots and the lingo they used. When I was at the academy, I

learned the disciplines needed to live on a ship and become an officer. I

learned that in the shipping industry, instead of using the words right or

left, we use starboard or port.

When you study accounting, you will learn to read numbers and words

particular to that field. For those ofyou who read Rich Dad Poor Dad, you

may remember that my rich dad had a different definition for the word asset

than my poor dad. That is why my poor dad called his house an asset and

my rich dad called his house a liability. My rich dad understood the

definitions of that word, and my poor dad did not. That one distinction

made a big difference over the lifetimes ofboth men. I still run into financial

journalists and salespeople who want to argue with me over the definitions

ofassets and liabilities.

Bythe way, the reason most houses are a liability is because in accounting

there are three basic reporting forms. They are: 1) the income statement"
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which is pictured below:

INCOME

ExPENSFS

2) a balance sheet, which is pictured below:

AssETS LIABILITIES

and 3) the statement ofcash flow. It is this statement ofcash flow that

many people, even sometimes accountants, do not pay much attention to. If
you are an investor, which many accountants are not, you will need to pay

very close attention to the statement of cash flow. As any entrepreneur or

investor knows, cash flow is king.

In the CASHFLOWgame, the statement ofcash flow is found here:
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r ·

INCOME

EXPENSES

The sign ofa high financial IQ is high cash flow flowing into the income

column. The sign ofa low financial intelligence is excessive cash flowing out

through the expense column.

America as a country and many Americans are in financial trouble

because they have not been able to increase the cash flowing into their

income column and have lost control over the cash flowing out of their

expense column. Also, rather than creating assets, they continually create

more liabilities, which accelerates the cash flowing out through the expense

column. Someone who has excessive credit card debt, takes out a home

equity loan to payoffthe credit cards, and then goes out and gets into more

credit card debt is an example ofsomeone who has lost control.

My rich dad recommended I spend a number ofyears learning to sell,

knocking on doors, because he wanted me to learn how to have control over

the cash from income flowing into my financial statement. Many people

struggle financially simply because they are not good at sales or marketing.

Youmay notice that Donald Trump ispossibly the world's greatest marketer

today. His brand means money, and it attracts money.

Interestingly enough, my rich dad said the expense column was the most

important of the columns. He said, "Most people spend and make

themselves poor. Ifyou are going to be rich, you need to know how to spend

to make yourself rich." The following diagram will explain why he said this:

. ,WHY WE WANT You To BE RICH- - - ---
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INCOME

JOB

.---~-'I-'"

#2~

#3

Y

These are the three basic controls of the expense column. One of the

reasons our country struggles and millions ofpeople struggle is because all

they have is cash flow # 1 and cash flow #2. Ifyou want to be rich, regardless

ofhow much you make, you need to have cash flow #3.

As I said earlier, USA Today conducted a survey and found that the

greatest fear in America was not terrorism but the fear of running out of

money during retirement. Could it be because most financial advisors and

people have a saver's mentality? Cash flow #3 is a diagram of a saver's

mentality. To become very rich and not live below one's means, a person

needs cash flow arrow #4. This is the arrow Donald and I have.

INCOME

#4

Two MEN • ONE MES:::SA..::G::.;E:-__
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INCOME

#4

UABlUTIFS

Whether or not we work, cash keeps Rowing in from our assets. The

harder we work at adding to thi s asset column, the more the money keeps

pouring in. Both Donald and I have more than enough money Rowing from

cash Row #4. We do not have to work, but we choose to continue to work

hard , adding more assets, which make us richer.

Let me give you an example of my wife's activities. In 1989, Kim's first

investment was a $45 ,000 two-bedroom, one-bath home in Portland,

Oregon. Her financial statement looked like this:

INCOME

-: ~ $25

( ExPENSES

ASSETS LIABI LlTI~S

\ $45.000 $40.000

WHY WE WANT You To BE RICH
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After looking at thousands of deals and actually buying maybe 25 of

them, she made the following investment in 2004: She purchased a

commercial property for approximately $8 million and put down $1

million, which she borrowed, so it was 100 percent financed by debt. Her

net cash flow looked like this:

INCOME

-: ~ $30,000

I ExP ENSfS

AssETS L IABU.mFS

\!8 million $8millioll

i
r

In other words, every month she earns $30,000 net income. Also, this

income, because it is passive income, is taxed at a lower tax rate than that of

someone who earns wages of $30,000 a month. This is an exceptional

investment. While such investments do exist , they are rare. But being

financially literate, being able to have X-ray vision, has its rewards . Ifyou do

the math, the return on this investment is infinite. It sure beats the 10

percent returns the financial planners brag about.

~~ Real estate investors and entrepreneurs derive higher returns on their

money because creativity is allowed in real estate and in business. Creativity

and controls are, for the most part, taboo in savings, stocks, bonds and

mutual funds.

In 2005, Kim found another investment. This time she had to put down

a million dollars ofher own money, but this 2005 investment also pays her

a net $30,000 a month. Today, her passive income, which is income without

Two MEN • ONE MESSAGE-- - -.,: .f:
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working, is well over a million dollars a year.

This is why I recommend students take courses in accounting and

business law in college. Once you graduate from college, begin practicing.

You will need to convert your education into experience. The more you

practice, the more you learn and the more experience you gain. Youwill find

that your risk will go down and your returns will go up.

Kim has written a book entitled Rich Woman. She has earned the right

to write this book. It rook Kim abour 10 years to become pretty good, and

now I'd say she's joining the ranks of the experts. The subtitle of the book

says it all: "Because I hate being told what to do." I can attest to that

statement. The reason she became rich is because she wants the freedom to

live life according to her terms.

My Bank Pays Me Interest

I can hear some of you saying, "Well, my savings pay me interest as a

return." Again, the problem with savings is that the value of the dollar is

falling faster than the interest it earns. With savings, you have very little

control over your income or the return on your money.

People who retire with fixed incomes, now and into the future, will

probably see inflation go up, which means the value oftheir dollar or savings

will erode.

I would rather learn to control my income, returns on my money,

instead of turn it over to a banker. I do keep some money in savings, as a

reserve, but I am not counting on the dollar to keep me alive.

I encourage people to learn to develop an investor's mentality rather

than a saver's mentality. You'll sleep better when you're older ifyou do.

In Conclusion

Ifyou are in college, get a basic education in accounting and business

law.Once you leaveschool, invest some time converting that education into

experience. In theory, learning to have control over cash flowing from

income, expenses, assets and liabilities sounds easy, but in reality, it is not.

Converting educational theory ro real-life experience is vital.
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Business law is about the rules of the game. If you look at any game,

there are always rules. and professional games always have a referee. Many

times, I have gotten into trouble, not because I am a crook, but simply

because I was not aware ofthe rules or had an advisor who was not aware of

the rules. So rules are important, and the earlier you understand the basic

rules, the better chance you have ofwinning the game.

Ifyou can become good at budgeting, controlling the cash flowing to

your asset column, you will have a better chance of becoming rich. If you

are good at budgeting and understand control and leverage,you can become

very rich without needing a high-paying job. There are many people who

havehigh-paying jobs but are poor simply because they do not know how to

budget or leverage and they have no COntrol.

So take a course or courses in accounting and business law. Knowing a

little about accounting and business law will probably make you better at

choosing good accountants and attorneys. (By the way, adults can do the

same thing in night school or at their local community colleges. And

regardless of age, you can join or form a CASHFLOW Club and take

control ofyour financial education.)

At The Rich Dad Company, we have our Web site

www.RichKidSmartKid.com so we can make financial education available

to schools free ofcharge. It is our wayofhelping to level the playing field for

allchildren.

Donald's Response

~ i

Just this week, I received a letter from a professor at

Georgetown University who had taught and known my son Eric during

his college career there. Eric graduated last month from the business

school, and while I knew he was a serious student who did well, I
have to say I didn't know how diligent he was.

This professor mentioned that Eric was the only student in all his
years of teaching who ever handed in his papers a week before they

l .......i :..-:..-_---........_......_........ TwO MEN • ONE MESSAG_E _
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were due. Eric's work ethic became something all his other

professors remarked about as well. He also received an award for

excellence in negotiation and arbitration (among others). The

teacher said he definitely stood out from the crowd, and not because

he's 6'5" tall. Of course, I was very proud to hear of his over-the-top

performance.

I've mentioned before that it's important to do more than is

expected if you expect to excel. I studied in my spare time, and it's

exactly what I'd do again today if I were back in college. It doesn't

matter what you are studying; whatever it is, find out more. Read as

much as you can, learn as much as you can, every day.

I knew someonewho was a lit major, and he would read not only

all the required books plus some, but then he'd go get the CliffsNotes

and study those. I asked him why he did that if he'd already done the

reading (and, knowing him, he read everything very thoroughly). He

said, "That way, I can compare what they have to say versus what I

think, and I can form a debate in my mind between the two sources.

By the time I finish doing that, I will be very familiar with the work."

Not surprisingly, he went on to become a lawyer - a brilliant and

very erudite lawyer. He prepared himself for it by being thorough

and doing more than was expected.

Raise the bar on yourself. Never settle for doing "enough."

Today's world is competitive and movessoquickly that you will have

to raise your stamina level if you expect to remain in the competition

or to even get into the competition to begin with.
In addition, today is full of ever -changing and progressing

technology, and keeping up with that is necessary. You have to know

what's going on, and with so much going on, you have a big

homework assignment.
The second big homework assignment is just keeping up with

current events worldwide. Donot be negligent in this area. We've all
heard of the global market. Well, it's here, so start plugging into it.
Read about and keep up with international affairs.

'WHy WE WANT You~T-,-,o",-=BE"-R,-,,I=CH:..:.· .;.....-.; ...........
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In last season's Apprentice, we had a fellow named Lenny who

was originally from Russia. For one task assignment, the apprentices

were supposed to write a jingle. Well, he'd never heard of a jingle.

He didn't know what it was. Some people didn't believe him, and

they thought he was playing dumb. He wasn't playing dumb, because

he started out by humming and then said to try adding some bells,

so he was trying to figure out what a jingle was by thinking of "Jingle

Bells," the Christmas song. I have to hand it to him for trying. But it

proves that it helps to know what something is before trying to do it.

Let's face it, there's a lot to know in this world. If you are in

college today, and you want to be a major player in the world arena,

pay attention and go the extra mile - every single day. Don't wait

for opportunity to come to you.

As Louis Pasteur said, "Chance favors the prepared mind."

Thirdly, do not neglect your life skills, which should include a

healthy dose of financial education. Your financial intelligence can

have a profound impact on your quality of life, no matter what your

interests are. Do not allow blind spots to interfere with or ruin the

blueprint of your life. It helps to think like a builder and know that

every inch of a building, or every aspect of your life, has to be

accounted for. In construction, we can't be haphazard, or hope that

things might work out okay. That's setting the stage for a disaster. We
have to know.

One reason I'm known asa great builder is because I am thorough.

Thoroughness is not a choice, it is a prerequisite. Don't view your

financial education as a choice unless you want to encounter big

problems later on. Do a review of your financial status once a week

to begin with. See it being as necessary as doing your laundry.

Lastly, spend some time on your focus. You should try to discover
YOur ambitions and passions, if you haven't already. One good
question to ask yourself is:

L What would you do if you didn't need money?
, Before I went to college, I had to make the choice of going into

Two MEN • ONE MESSAGE
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Do not neglect your

life skills, which

should include a
'.l=:.

heaIthy dose'of

financial education.
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the film industry or going into real

estate. I had an interest in both

industries, and I seriously

considered going to USC to study

film before choosing Wharton. I

love real estate and had no second

thoughts after making my

decision, but I've kept up my

interest in the entertainment
business, which better prepared
me when I entered it, .r.J•••••••••Iii~-·.

unexpectedly, later in life. Pay attention to what interests you, and

your interest might be well rewarded later.

Another question to help you with your focus: What would you do

if you knew you couldn't fail? Your answer might be outrageous, it

might be sensible, or it might totally surprise even you. You might
want to keep it to yourself. A hundred years ago if someone replied,

"I want to walk on the moon" they might be considered a wacko.

We know today that really wasa possibility. In working on your focus,

you might discover that you are a bit of a visionary.

Putting those ideas into action will require resources. So we're
back to your financial intelligence, also known as your life skills.

Learn about money and how it can work for you. Then get to work

on making your dreams become your reality.

(I
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CHAPTER TWENTY-Two

I AM AN ADULT
WITHOUT MUCH MONEY,

WHAT SHOULD I Do?

For my parents' generation, the WWII generation, the rules for success

were pretty simple: "Go to school, get a job, work hard and the company and

the government will take care ofyou once you are through working." They

received regular pay raises and promotions because America's economy was

growing, oil was cheap and we were the leaders ofthe free world. Our dollar

was strong. and after World War II, many nations owed us money. Today,

almost everything has been reversed.

t The rules ofmoney have changed. As already stated, in 1971 our doll ar

t changed from money to a currency, which means the government can print

it faster than you can save it. The second change was in 1974, when big

corporations let employees know they were not going to take care of them

for life.I In 1996. there was another law change. known as the Telecom Reform

r Act. The reason this change is affecting the rules ofmoney and employment

t today is because the Telecom Reform Act made it easy and inexpensive for

I... businesses to hire workers in China. India. Ireland and the rest ofthe world.

, When I was a kid, the only people who were threatened by foreign

competition were blue-collar workers. As you know, many factory jobs went

Overseas. After the 1996 Telecom Reform Act, white-collar, college-level

jobs started going overseas as well.

Robert's Response

t,

Two MEN • ONE MESSAGE
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Many call centers are no longer in the United States, but in countries

such as Indi a. This is because the Telecom Reform Act allowed companies

such as Global Crossing, which no longer exists, to lay miles of fiber-optic

cable all over the world. Now it may be far less expensive to call someone in

Asia or Eastern Europe than it is to call someone in another U.S.city.

People primarily in the B and I quadrants benefit from this act, and

many of those in the E and S quadrants suffer. People have been crying the

blues about our jobs going overseas. While jobs have been going overseas

for years, it was this 1996 act that accelerated the process. Today, even

medical doctors, lawyers and accountants have their income threatened by

thi s change.

In 2001 , som ething else happened - China was admitted into the

World Trade Organization (WTO). Again, this is great for those in the B

and I quadrants, but may be a threat to those in the E and S quadrants.

Asking For A Raise

The significance ofthe Telecom Reform Act and the admission ofChina

into the WTO is that asking for a raise could now be a job-threatening

move. Whether you're a blue-collar or white-collar worker, the person

competing for your job may live thousands of miles away - this at a time

when inflation is climbing, gas prices are climbing and housing prices are

through the roof

Some ofyou say,"Well, my job is safe. I'm a schoolteacher and someone

has to actually be in the classroom to teach." Yes, there are many jobs like

that - including the jobs held by police officers, desk clerks, firefighters,

hotel maids, janitors, city workers and more. Some jobs are protected from

foreigners. But remember this: If blue-collar and white-collar workers are

losing their jobs, they in turn will become local competition for your job.

Simplicity Or Complexity

Ifyou are an adult without much money, you have two basic choices:

1. Live below your means.

2. Expand your means.

~EW~NT You To BE R_I_CH__~.
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Saying it another way:

I have several friends who have simplified. They have simply downsized

and decreased their living standards. A couple in southern Arizona built

their own adobe home, so they had no mortgage. They are off the grid,

which, for them, means the y have their own solar power, their own well,

raise cattle and are heavily armed. The husband has a military pension and

goes into town once a month for essentials. They are living the simple life

and are very happy.

Many baby boomers are relocating to Mexico or Costa Rica for the same

simpler life at a better price.

Donald and I have chosen a more complex life. We do business 24/7

because we have business interests all over the world. We have multiple

homes, are in constant communication with our home base and travel

constantly.

Kim and I love our life. We have friends all over the world and our

lifestyleaffords long-distance relationships, both personal and business.

1t.:J Most people fall somewhere between the two examples of the two

. lifestyles. Today, a person can easily buy their 100 acres, disconnect from

the grid and still be in contact with the world and live the 24/7 lifestyle, if

they choose.

til· The reason I say it is important to choose simplicity, complexity or both

now is because all choices require time, money and planning. I know many

people who would love to drop off the power grid and get out of the hustle

and bustle of daily life today, but they cannot afford the time or the 100

acres ofland.

.. As an adult, you should know what kind oflifestyle you want. There is

no right or wrong. My point is: Start planning for it now - before it's too

late, especially if you want to live on your 100 acres ofland or on a tropical

island. My suggestion is to start looking for your paradise now. Life is too

shorr not to dream ofparadise, whatever it looks like to you. There are things

p

I

I
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- Robert T. Kiyosaki

In simple terms,

competitive complexity

means being a student of

the world of money,

people and business

24/7/52.

more important than money.

Donald and I do not recommend

the hectic pace ofour lifestyles. But We

love it. We chose it. We want you to

choose yours.

Ifyou're not ready to retire to the

ranch or the beach, and a more hectic,

financially richer life is appealing to

you, then you will probably need to

increase your complexity. Increasing

your complexity means increasing

'" ~3' your financial awareness of the world

around you as well as the world in front ofyou. For example, when I wake

up, I need to know how the markets in Asia and Europe are doing. What is

the relationship of the yen to the dollar? How is oil doing? How about

natural gas, gold, silver and my companies in China and South America?

It also means reading business books and magazines such as Forbes,

Fortune, TIME and The Economist, just to keep a pulse on the world. Kim

and I are always attending investment and financial workshops, not only to

meet new people, but to keep up on new ideas and find new investment

trends. Complexity means meeting and doing business with many different

types of people. In the world of entrepreneurship and highly leveraged

investments, you meet many interesting characters and con artists.

Our livesalso mean dealing with the press all the time. The press is good

to us 90 percent of the time. But true to the 90/10 rule, it is the 10 percent

who promise to do a fair article about us and then knife us in the back, lying

instead of being factual, distorting instead of informing. As my rich dad

often said, "The freedom ofspeech does not mean you have to tell the truth."

In simple terms, competitive complexity means being a student of the

world of money, people and business 24/7/52. Twenty-four hours a day,

seven days a week, 52 weeks a year. I love this game. To me, it is like Super

Bowl Sunday every day of the year. I do not know of a more exciting,

frustrating, sometimes disappointing and rewarding game. Ifyou are foolish,

'."--i...... WHY WE WANT You To BE RICH--------""""""'"'--.......---..:......_------'~
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the game takes back all your winnings. Ifyou are smart, the game opens the

gushers and money pours out to you.

Two Extremes

t So those are your two extremes. It's a free country and your choice. I

made my choice years ago when I was a kid in fifth grade, reading about the

great explorers such as Columbus, Marco Polo and LeifErickson. I dreamed

of following in their footsteps all over the world, and that's exactlywhat I've

done. The difference is, I can now travel around the world and check on my

holdings electronically, in less time than it took for Columbus to cast off

the dock. The world today is a 24/7 market. Trillions ofdollars are trading

hands every day. That is why it amuses me when I meet people who are

looking for a job or for a pay raise or wondering how they are going to make

a fewextra dollars. Obviously, they live in a different world than I do. Today,

a person can live in the most remote parts of the world and still be doing

businesswith the rest of the world.

~ Those who live in a free world have the option to choose the kind of

world they want to live in. Instead of becoming angry with globalization,

as many people are, I'd rather do my best to keep up with it. Recently, most

of us heard of the riots in France. The riots were about demanding job

security. The students wanted the government to write rules that make it

impossible for businesses to fire people. While I understand their concerns

and desire for job security, I am afraid those young students are not living in

this new reality.

When people ask me what they should do, I recommend they travel to

France, then fly to New York and Los Angeles, then fly to Hong Kong,

Singapore, Shanghai, India, on to Dubai, to Prague, to London, and to

Dublin, and then return home. It will be the best $25,000 or lessyou could

havespent.

t A friend of mine in Arizona always vacations in Europe and took my

adVice and went around the world. When he came back, all he said was,

"Wow. Have my eyes been opened. I cannot believe how much faster the

[

rest of the world is moving. Hong Kong and Shanghai blew me away. If

Two MEN • ONE MESSAGE
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American workers could see how fast Asian workers work, and for so much

less, they might realize how hard they are not working. And in Europe, the

rich are in great shape because they operate more globally than mOSt

Americans. But many other European workers are in the dark ages. Instead

ofgoing forward, many of them are going backward." So, travel and see the

accelerating world ofmoney, known as globalization.

Winning The Money Olympics

For people who are starting with nothing, yet want to be rich, I often

suggest they imagine wanting to win an Olympic Gold Medal. Once you

set the goal ofwinning a gold medal, the next question is, which Olympics

- summer or winter? After that, the next question is, in which event? Do

you want to be a gold medalist in the 100-yard dash, water polo, rowing,

figure skating, downhill skiing, snowboarding, hammer throwing or

shooting? Once you choose which event, then study, train, hire a coach,

enter smaller events and dedicate your life to winning.

Ifyou are not willing to dedicate your life to winning, I doubt you have

a chance ofwinning the Olympics or becoming rich.

When I look back upon my life, the three subjects I failed in school were

English, typing and accounting. Today,I am best known as a writer, I spend

most of my time typing and I write about accounting. Although I am not

great at writing, typing or accounting, I am dedicated to winning.

Assess The Facts

Ifyou are an adult, it is time to be truthful with yourself and ask, "Am I

ahead of the world, or am I falling behind?" Ifyou are falling behind and

would rather keep falling behind, then begin to simplify your life. You may

need to live below your means, as most financial planners recommend.

Ifyou decide on joining globalization and becoming more complex, the

following are some basic steps I recommend:

1. Find friends , new or old , or join a club with people who think

the way you want to think.

WHY WE WANT You To BE RICH



I AM AN ADULT WITHOUT MUCH MONEY, WHAT SHOULD I You Do? I 253

2. Travel more. Take trips to learn and grow. See the world.

3. I recommend you read:

The "WOrld IsFlat by Thomas Friedman

The Dollar Crisis by Richard Duncan

A WholeNew Mind by Daniel Pink

The ComingEconomic Collapse by Stephen Leeb

The America U7e Deserve by Donald Trump

Ifyou are not up to speed, reading and studying these books as soon as

possible will give you an interesting view of the world, a view very different

from the one painted by our politicians and financial planners. By studying

these books, preferably in a group, you will see beyond the problems ofour

world. You will see the brave new world that is emerging along with the

... abundance ofopportunities to become richer beyond your wildest dreams.

" Instead ofliving life like an ostrich, as most people do, you may want to

soar like an eagle and enjoy a life that only 10 percent ofthe population will

know.

It is important to remind you that these clubs are not affiliated with

1. Commercial CASHFLOW Clubs are often formed because the

founder of the club uses the CASHFLOW game as a way of

introducing the group to the game, but also to the products they

are selling. For example, a real estate company uses the game as an

educational tool, but also to introduce people to the real estate

company's staffand services.

Two MEN • ONE MESSAGE1IiIl....-~ .-..; ............ _ __

At The Rich Dad Company, we are thrilled that individuals have created

their own CASHFLOW Clubs. A CASHFLOW Club is a group ofpeople

who get together to play the CASHFLO W game and invest time in their

financial education. These clubs are independent ofThe Rich Dad Company

and form on their own.

There are two kinds ofclubs: commercial clubs and educational clubs.

Meet Like-Minded People

t
f
{
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The Rich Dad Company. They are totally independent. All We ask

of such commercial clubs is that they inform the new members of

their commercial agenda upfront, before people play the game.

At The Rich Dad Company, we realize that most of us have

something to sell. All we ask is that it be done with respect and

professionalism.

2. Educational CASHFLOW Clubs are formed primarily for the

purpose of teaching friends and family the same principles of

business and investing my rich dad taught me.

You may recall from The Cone of Learning, introduced earlier in

the book, that one of the best ways of learning and retaining what

you have learned is via group study and playing games or

simulations. This iswhat CASHFLOW Clubs do. It is a cooperative

way oflearning together. It is also a great way to meet new friends.

We strongly recommend you invest time before you invest your

money. We would rather you learn to fish before you turn your

money over to people who sell fish. That is why CASHFLOW

Clubs are formed in homes, businessesduring lunch hour, in schools

and in churches.

Those are the two basic types ofCASHFLOW Clubs. Ifyou would like

to find out if there is one in your neighborhood, just go to our Web site at

RichDad.com where we have a directory ofsuch clubs. Ifyou would like to

start your own club, contact us. We have new products that are especially

designed to be guide and support materials for CASHFLOW Clubs.

In Conclusion

If you should decide to live in the more complex world of our global

society, I strongly recommend you learn the following subjects:

1. Fundamental investing: This is the ability to read numbers. If

you are going to invest in a business, real estate or a stock, it is
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important to be able to read numbers. They are an important part

offinancial literacy.

CASHFLOW 101 was designed and created to teach the basics of

fundamental investing.

2. Technical investing: Technical investing is essential in today's

volatile world. Technical investing requires knowing how to invest

when markets are going up and when markets are going down. A

technical investor knows how to make money regardless ofwhich

direction the market is moving.

More importantly, technical investing is essential for teaching

investors to invest with insurance. As I have said many times,

professional investors invest with insurance. Amateurs do not. One

ofmy concerns with mutual funds is that besides not being able to

borrow money to buy mutual funds , you generally cannot buy

insurance against market crashes. That is extremely risky.

CASHFLOW 202 was designed to teach you the ins and outs of

technical investing.

Again, ifyou do not have the money to buy these games, simply go to

RichDad.com and look for a CASHFLOW Club near you. Most of these

clubshave both games as well as the electronic versions ofour games so you

can challenge, meet and play against other like-minded people all over the

world.

II Most importantly, you will be investing only time, without risking yourr realmoney. Once you feel you have learned the basics ofboth fundamental

and technical investing, then you may venture out and invest tiny amounts

of your real money. Soon, if you study and practice diligently, you will be

traveling the world, physically and electronically,playing the most exciting

game in the world - the game ofmoney.

-tl
;~;
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Donald's Response

- Donald j. Trump

Due diligence equals

increasing your

financiallQ daily.

I suggest you take an in-depth look at your lifestyle and the kind
of person you are. Do you like simplicity? Doyou like complexity?

To me, money is like health. Health is very important to our well­

being. You can have loadsof money, but if you're not in good health,

it's not so great. Money has its limitations. I say that in order to set

you up to think about what you already have going for you.
If I had no money, but was healthy, I know I could make a fresh

start of things by being diligent and patient. Due diligence is

increasing your financial IQ daily by keeping up with world events

and reading financial publications. Patience is realizing that things

take time, effort and thought.
I would make sure that any ideas I had for making money were

based on a reality check. The stakes get higher aswe get older, and

there's less leeway for making big mistakes. But hopefully we have

a little more life experience to draw upon.
I was talking with Allen Weisselberg, my (FO, one day, and he

mentioned how when he was a young teacher just out of college, he

would introduce new lessons by starting with something known to

the students before introducing the unknown. He was especially

concerned that high school students had no money skills, which in his
mind, meant their life skills were something to worry about. He

-'i( ..~ finally figured out a way to get his
point across by asking them if they
liked to go shopping. They all did.

Then he asked them to figure what
a discount of 15 percent was off a
pair of jeans. They said the cashier

would figure it out for them!
Then he asked them, what if

the cashier didn't give them the
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correct discount? Would they know what the correct amount was and

be able to correct the cashier? Because if they didn't know, how

would they know if they'd been ripped off or not? Well, the kids

didn't like the idea of being ripped off, so they suddenly began trying

to figure out the correct amount. He told them that this example

was one step to being prepared, or at least alert to what was

happening around them.

The same lesson applies to adults. We have to take the time to

figure things out for ourselves, or we wind up being at the mercy of

peoplewho may intentionally or unintentionally have priorities other

than our best interests in mind.
Review your skill set, your interests, your location, your

inclinations, and put your mind to changing your situation. Remain

open to ideas that you might not normally entertain. Realize that

opportunity comes in different packages, and that somegreat things

have come after wipeouts. It may not be easy, but it can happen.

Whatever you do, don't give up. Assess what you have going for

you, and go with that. We all have something to offer, every person

is unique, and as I've said before, I don't accept excuses.

When it comes to your life and the well-being of your loved ones,

neither should you.

...... fr" bb
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CHAPTER TWENTy-THREE

I AM A BABY BOOMER
WITHOUT MUCH MONEY,

WHAT SHOULD I Do?

rRob;;':'s Response

l The baby-boom generation, rhar group born berween 1946 and 1964,

!: was, in many ways, a very fortunate group. They were born just as America

became the dominant world power militarily and financially. However, they

are now witnessing the decline of America, if not militarily, at least

, financially.

1,' The baby-boom generation is the last generation of the Industrial Age

i and the first generation of the Information Age. They are a transitional

generation, and this transition is causing an even greater divide between

". boomers who have money and boomers who do not.

~. Aging may not be easy for boomers who followed the rules and values

of the Industrial Age. Upon leaving school, many of these boomers went to

work in Industrial Age businesses such as the auto industry and the airline

~' industry. There are significant financial challenges facing boomers in these

industries today, just as they prepare for retirement.

~. The boomers who made the transition to Information Age rules and

t values will have a better chance of aging with grace and retiring with

. affiuence. While many boomers in the auto and airline industry are

suffering, boomers who went to work for companies like Microsoft and

Apple have done extremely well.

As this group grows older, this division of wealth between Industrial

................ ~'-;"''--'''';' '''__ooIoIioo. ~Two MEN • ONE MESSAGE_,_
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Age boomers and Information Age boomers will become even more

apparent. How they will fare in the next few years may depend upon which

rules ofmoney they followed - the rules ofthe Industrial Age or the rules

of the Information Age.

Just as the first wave of baby boomers was leaving college, the world

started changing. First we had the Vietnam War - a costly war that divided

and nearly tore our country apart. Then in 1971, the United States came off

the gold standard. In 1973, the first gas crisis hit. And then in 1974, ERISA

was enacted.

In 1971, just as many of the first baby boomers were getting out of

college, gold was $35 an ounce. Today, gold has hit $700 an ounce. That is

an example ofhow much the dollar has lost in buying power.

In 1971, many of the baby boomers were getting married and buying

homes. Back in 1968, my father paid $50,000 for his home. Today, the same

home is worth nearly $2 million. While this increase in value is good for

the baby boomers, it makes it tough on their kids and grandkids to be able

to afford a home of their own. Some baby boomers now have a tough time

getting their kids to move out ofthe house.

Many baby boomers do not have pensions due to the changes that began

in 1974. Many boomers do not have the Defined Benefit Pension plans their

parents did, and if they do, many of those DB plans are in trouble. Having

received no financial training in school, they didn't understand the

difference between a Defined Contribution plan, a savings plan and their

parents' pension plan. Millions simply turned their money over to "financial

experts" and had no idea what was happening with their mone y. In 2000, the

stock market crashed and woke many ofthose boomers up to the reality that

their retirements may not be that secure. Many found out that their "experts"

had less financial training than they did.

In 2006, after buying huge gas-sucking SUVs, boomers were once again

hit with an oil crisis.This time it is a real one, not a politically contrived one.

Back in 1973, oil was about $3 a barrel. It is now expected to go over $100

a barrel , maybe even higher in the near future.

The increase in the price ofoil means those counting on living on fixed

' h
WHY WE WANT You To BE RICH--...... --_ . . ..... -----.;------_.......-----......._------



I AM A BABY BOOMER WITHOUT MUCH MONEY, WHAT SHOULD I Do? I 261

incomes will find those fixed incomes will not buy as much. What will

happen to their retirement savings if the price of gasoline goes to $10 a

gallon?

And we already know about Social Security and Medicare. I hope none

of you reading this book are counting on the government to take care of

you.
It is estimated that 80 percent of the baby boomers are not going to be

able to afford a comfortable retirement. Many are in trouble simply because

they followed their parents' financial plans.

~ I'll Just Keep Working

.'. .• Some of my boomer friends say they will just keep working. While I

, think work is an excellent way to stay active and alive, thinking you can work

I foreveris a little shortsighted. What will happen when you cannot physically

I....... work? The cost of nursing home eare is staggering. And what ifYOUt kidsl do not have a spare bedroom for you?

. Health, Wealth And Happiness

~' When I was in school at the academy, I realized that my dad had truly

i been a successful man. After all, he was the head of education, was

~ recognized for his service and was well-respected by his peers. But he did
!

'~' not have health, wealth or happiness.

,•.:." My dad's health was deteriorating because he smoked two to three packs

t ,.. of unfiltered cigarettes a day. He eventually died oflung cancer.

.' ,. . He had no wealth. He made a lot ofmoney, but he spent as much as he

made. He tried to save and did not invest. I believe he was counting on a

•...',teacher's pension, Social Security and Medicare to take care ofhim.

". He was also not happy. The more successful he became, the more the

pressure ofhis work took its toll. He was rarely at home. Although I played

SpOrts most ofmy life, he never made it to any ofmy games. He was always

working. He was always on the road, traveling to schools all over the state

and attending PTA meetings - but not available to attend his own kids'

PTA meetings.
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_____p'r. Health And Wealth Are
Measured In Time

Many of us allow fear

to run our lives, not

love. For example,

many people work,

not because they love

what they do, but out

of fear of being-fired

or not maki ng enough

money. Many people

invest out of the same

fear -·oot having

enough money. And

many people are

unhappy because

they are-not-in love.

- Robert T. Kiyosaki

measured in money. Wealth is measured in

time. For example, ifyou have $10,000 in savings and your monthly expenses

are $1,000 a month, then your wealth is 10 months.

Definition OfA Poor Person

While I was watching CNBC, the popular financial television station,

the commentator reported that he had come across an interoffice directive

from a well-known financial institution. While he mentioned the name of

this well-known stock brokerage firm, I will not, simply because I did not

personally see the memo. Anyway, the commentator said, "The company

memo defined a poor person as a person who did not have at least $100,000

WHY WE WANT You To BE RICH
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in cash to invest."

Imagine that. That means most of America can be defined as poor

people by the standard of that company's memo.

When I asked a friend who once worked for this firm, he verified the

comment and added, "Not only do they use that criteria before taking you

on as a client, they also use that $100,000 criteria to hire you." He went on

to saythat the company did not really care about your college education or

work experience. Before they hired you, they wanted you to write a list of

people you personally knew who had more than $100,000 to invest. Ifyou

had a long list, you got the job. If you did not, you were not hired.

Back To Health, Wealth And Happiness

I mention the relationship between health and wealth and time because

there are many people who have more health than wealth ... and that may

not make them too happy. Ifyou are fortunate to have wealth and health,

you might not only live longer, you may live longer and better than those

without health and wealth . With the advances in research, there is no telling

what impact future medicine will have on health, ifyou have the wealth to

afford it.

What Is Your Answer?

.. Of the three, health is, in my opinion, the most important. If you're

dead, 'wealth and happiness may not matter that much. The problem is,

manypeople sacrifice one for the other. For example, many people sacrifice

their health for wealth, or their happiness for wealth. We all know people

who areworking hard and are wealthy,but are not taking care oftheir health.

Or, like my dad, worked hard for money and tide, but sacrificed health,

wealth and happiness.

t All three are important, especially ifyou are a baby boomer without

much money and running out of time.

So these are my suggestions:

1. Ifyou are not doing what you love, then start doing it , even ifit

is only part-time. For example, a friend ofmine is a civil servant
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and hates it, but is passionate about golf. Every Saturday, he goes by

the local golf course and volunteers his time for free. He works in

the local pro shop, teaches and helps out with tournaments. He has

only a few more years before retirement, but because he has made so

many friends at the golfcourse, he has opportunities to go full-time

in golfonce he retires.

2. Start investing in things you love. Notice again the word love. I

know most of you have heard that you should work at what you

love. Well the same is true for investing. Too many people invest

their money in things they know nothing about, things they are not

interested in and things they do not love.

I invest only in what I love. I love real estate. My wife, Kim, says,

"You'venever gone past a building or piece ofdirt you did not love."

I also love oil because I worked in the industry when at the academy.

I understand it. I also love gold and silver. Ifyou've read RichDad
Poor Dad,you may recall my attempts, at the age ofnine, at making

silver coins out oflead (a.k.a. counterfeiting).

If you love what you're investing in, you're more likely to study the

subject, know the pros and cons and understand the ins and outs.

And the more informed you are about your investments, the more

likely you are to choose ones that will make you money.

3. Hire a coach. In 2005, I looked at a picture of Kim and me in

Hawaii. I was shocked at how fat I had gotten. I looked like a

balloon. I had known I was heavy,but I alwaysdeceived myself that

I was not as heavy as other people and that I could easily go on a

diet and get back to fighting weight. I have been telling myself those

lies for about 25 years.

Looking at that picture shocked me into action. It was not the fear of

dying that got me to take action. It was the fear oflosing time with Kim that

hit me in the head. It was not fear, it was love. I had a lot to live for.

I also knew that I did not have the willpower to do what I needed to do
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on my own. I had been lying to myself for 25 years. I needed a coach, a

mentor - someone who was going to hold me accountable and have me do

what I did not have the discipline to do on my own.

A year later, I was over 50 pounds lighter. But more than weight, my

percentage ofbody fat went from 36 percent to 20 percent. To get here, I had

to reinvent myself.

Change starts in the head. Look at the diagram below once again:

THOUGHTS .. ACTIONS

~

. . . ...

.. RESULTS
•

• I knew I had to change my thoughts and be reeducated about health.

Today, when people ask me how I've lost the weight (what kind ofdiet

I'm on, what type of exercise I do) , I try to explain that it is not as much

because ofwhat I did, as it is because ofhow I've changed my thinking.

• . I now eat more than ever. It kind of tickles me to see my friends gasp

when they see me eat so much.

If you're a baby boomer without much money and you're running out of

time, it's time to make a change in your life. Ifyou can, hire a coach to assist

you, someone with the expertise to help you reinvent the part of your life

that needs attention.

Happiness Is The Key

~. Love is the key to a life ofhealth, wealth and happiness. It is easier to be

( healthy ifyou are happy. It is easier to be wealthy ifyou are happy. And it is

, easier to be happy ifyou are in love with what you are doing.

Many ofus allow fear to run our lives, not love. Make a commitment to
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yourself to let love dictate what you do next. You are far more likely to have

the results ofhealth, wealth and happiness ifyour thoughts and actions are

roo.ed in love.

Love Does Not Make It Easy

Some people think that doing what you love or investing in what you

love or becoming healthy out of love means things should be easy. Love is

not easy and it can sometimes be painful. Many people give up loving

(whether it was a job, a person, a place - it could be anything) because it

was painful. How many ofus have heard someone say, ''I'll never love again."

Love may not make life easier, but it does give meaning to life.

Love is spiritual, although sometimes painful. Every time I'm in the gym

in agony and wanting to quit, I simply think of my sweetheart, Kim, and I

find the will to carryon. Two hours ofpain makes for a longer and happier

life with the person I love the most, so I put up with the pain. The same is

true with work and with investing. Ifnot for love, I could not get through

the pain and frustration that often comes with work and investing. Anyone

who thinks love is easy is obviously someone who has never loved.

A Word On Coaching

The Rich Dad Company has a team ofwell-trained professional coaches.

Ifyou are looking for someone to assist you to get clear on your financial

goals and hold you accountable, then go to richdad.com and find out more

about our coaching program.

A Final Word To Baby Boomers

For most ofus baby boomers, it is an exciting time to be alive, and there

are even more exciting times ahead. May you have many more years of

health, wealth and happiness.
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Donald's Response

I'd worry. Things aren't looking really great for people at the age of60

in this country unless they're well off enough to care for themselves for

another 3S years, counting in inflation and rising fuel and medical costs.

It's not that the baby boomers have been an indolent group - they've

been big achievers - but as Robert said, unless they entered the Information

Age at mid-life, they have been left behind in many ways. I would become

very serious about thinking about the future. You may be thinking, "But

we'vealwaysdone that" which is most likely true. It's just that the future has

changed dramatically from what it was a few decades ago.

Having said that, and keeping in mind what Robert has suggested, I have

to say that renewed diligence is of utmost importance. Starting over isn't

always easy, but ifyou see it as a challenge that you are more than capable of

meeting, you've already done half the work.

Very often it helps to remember situations that are worse than what we

maybe facing as individuals and citizens. You may be facing difficult times,

but it is not a wipe out. My 'blip vs. catastrophe' theory comes to mind. In

other words, keep it in perspective and you will keep your equilibrium.

A positive take on the age situation is that you have already survived for

60 years.That in itself is an achievement. Wisdom accompanies experience,

so you've got an advantage right there. Your strategy will have to include

seeing the future from a different perspective now as compared with when

you were 20 or 2S years old.

Here's where your creativity comes in. We all know that opportunity

can be hidden within disappointments or so-called setbacks . Ifyou will see

your situation that way, and focus yourself to look for those opportunities,

YOur problems can be turned into a future that might be better than what

you had planned on to begin with. It can happen. But I emphasize the

importance ofkeeping your focus on the positive side ofyour situation for

good reason: That is the number one reason you will come out winning.

There was a couple I knew who had lost their business when they were
I
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in their early 60s, for a variety ofreasons. It represented their life'swork, and

their retirement. Needless to say, they were concerned about their situation

and decided they'd return to the ski resort where they had enjoyed many

wonderful vacations, both in the ski season and in the offseason. They had

always hoped they might be able to retire to this area someday. They stayed

at the same inn where they'd stayed before, and were discussing what they

should do about their situation when a situation arose with the owners ofthe

inn. They had to leave town due to a family emergency, and they asked the

couple if they wouldn't mind watching it for them, in return for a free stay.

The couple agreed to do so and, long story short, they were asked to stay on

as full time managers and eventually bought the inn for themselves. They

wound up with a new business that they loved and they were living where

they'd hoped to retire! This was better than what they had planned on, and

they had great financial success as well.

That's just one example of opportunity being hidden within

disappointment. There are millions ofstories like that and there is no reason

you can't become one of those stories. But notice that this couple went to a

place that represented something that they enjoyed and already loved. It was

a smart move for them to go to a place with positive memories in order to

proceed with positive energy. If you have a place like that, keep it in mind.

There could be a good reason why you think of it fondly, and it could be

pertinent to your future.

It's also a good idea to ask yourself why you like a certain place.

Sometimes it 's obvious - it's beautiful, it represents holiday time, it's

romantic, or whatever. But ifyou keep

asking yourself the reasons why, very

often you'll hit on something that

could open a door for you to a new

idea or career.

I also believe that retirement isn't

always the best thing for people. My

father used to say "To retire is to

expire" because he got so much energy

. ''''''
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~
. i from his work. Remaining active and plugged in seems to prolong life in a

lot ofcases. Maybe your so-called 'setback' is a good tiding for a longer and

happier life. Maybe you have more ro do, and maybe doing more will bring

you the satisfaction that retirement never could. Sometimes our plans are

disrupted for good reason.

We've all heard stories ofpeople who have missed flights and been very

upset that their travel plans were messed up, only to find out that the plane

had crashed. We've heard stories of people who have narrowly missed

disaster in many different scenarios. Don't be one of those people who

narrowly misses success or a second chance because they refused to take the

time to consider alternatives.

Goal re-orientation is a good thing to do whether it's thrust upon us or

not. Both Robert and I are firm in our belief that you have to love what you

do in order to be very successful at it. He also advises to invest in what you

love - which is exactly what ended up happening to the couple at the inn.

They had the prescience to visit a place they loved for reinforcement, and

reinforced the y were. That's walking the talk.

Ifyou are a baby boomer without much money today, be thankful for

the life you've had, and know that life is still waiting to show you some great

adventures. Don't underestimate yourself or your possibilities. Whether

you're six or 60, there are still a lot ofgreat opportunities out there. The good

life isn't over until you give up on it.

I'd like to give you a statement from Steve Forbes that says it all. Steve

wrote this a few years ago in his bookA New Birth ofFreedomand it remains

insightful and pertinent: "The real source ofwealth and capital in this new

era is not material things - it is the human mind, the human spirit, the

human imagination and our faith in the future. That's the magic of a free

society - everyone can move forward and prosper because wealth comes

from within."
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1. The Rat Race. The rat race is where most people are. Again, these

people, if they invest, invest primarily in paper assetssuch as savings,

stocks, bonds and mutual funds.

2. Small deals and big deals. These small deals and big deals are where

most people get their financial education and some actually make it

out of the rat race.

3. The Fast Track. The fast track was created in 1933, by Joseph

Kennedy, father ofPresident John Kennedy.

The fast track was created for rich investors with financial education

and experience. The problem is, many rich people do not have the

financial education and many lose their fortunes to unscrupulous

promoters who prey on people with money.

Every year, you will read in the paper

about a sports star or movie star who lost

everything to an unscrupulous promoter.

You will also read about a rich , old person

who has his or her money stolen by a relative

or trusted caregiver. It is a very common

story. And we have all heard ofpeople who

marry and then lose their money. One ofthe

more infamous stories oflate is Anna Nicole

Smith who, at 26 years ofage, married a man

If you are not

doing what you

love, then start

doing it, even if

it is only part-time.

- Robert T. Kiyosaki

So there are basically two kinds of rich people: 1) people who made

their money and have the required financial education and experience to

invest on the fast track, and 2) people who have a lot ofmoney, but little-to­

no financial education and experience.

Self-made people are lessafraid oflosing their money because they know

they can make it back. People who came into their money by other means

have two choices, the same two choices people who do not have money are

faced with - get educated or turn their money over to a competent and

trustworthy professional .
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63 years her senior. It had to be love! Also, Paul McCartney, after four years

ofmarriage, is getting a divorce, without a prenuptial agreement. That may

prove to be a very expensive four years ofbliss.

Investing On The Fast Track

For the average investor, the SEC scrunruzes investments and

investment promoters. There is lessprotection for people who invest outside

the rat race.

For small deals and big deals and the fast track, education, experience,

trust and integrity are essential. If you or your advisors lack education,

experience, trust or integrity, stay with SEC-supervised paper assets.

l But if you have the qualifications, investing on the fast track can be the

most exciting, profitable and fun. The fast track is where Donald and I

invest. It is the only game in town.

Examples OfFast Track Deals
t!~' The following are examples offast track deals I have done:

1. When starting a business, as an entrepreneur, and seeking funds

from investors, it is a fast track deal. I need to be very careful the

investors I talk with are qualified, accredited investors.

The definition ofa qualified, accredited investor is:

A person who individually (or jointly with a spouse) has a total net

combined worth in excess of $1,000,000. A person who has an

income in excessof$200,000 for the two most recent years with an

expectation ofsuch income in the current year or a person who has

joint income with a spouse for such periods in excessof$300,000.

L. Two ME N • ONE MESSAGE
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investors lost most of their money. The good news is that some of

those who were in my oil company were also in my gold-mining

company in China.

2. Real estate partnerships: Kim and I are partners in several large

real estate projects - projects such as 300-unit apartment houses.

commercial buildings and office buildings. Kim and I are not real

estate developers like Donald Trump. We simply are the money

partners to developers. We have never lost money in any real estate

partnership ... knock on wood.

The key is to have honest and experienced partners.

3. Oil and gas partnerships: There are many reasons I personally like

oil and gas. They are:

Cash flow: Ifyou strike. you get paid every month just as you

do with real estate.

Tax advantages: If I invest $100,000 into an oil and gas

partnership, the IRS allows me to deduct approximately

$70,000 from my taxes. At the 50 percent tax bracket, that is

almost the same as receiving $35,000 from the government in

cash flow or to apply to my investment.

The other tax advantage is that for every dollar I receive from oil

and gas, the government allows me to deduct an additional 15

percent (known as depletion allowance). That means I pay taxes

on only 85 percent of the income I receive from oil and gas.

4. Private equity funds: These are mutual funds for the rich .

Generally. a private equity fund is built around an investment group

with an excellent track record. They invest in all manner of things.

such as businesses and large real estate acquisitions.

Generally, the cash requirements are much higher than those for

mutual funds. One I invested in required a million-dollar
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commitment. We got our money back plus a 40 percent return in

less than three years. The dollar requirements and returns vary with

the investment group you entrust your money to.

5. Hedge funds: Hedge funds are different from mutual funds in that

they use leverage (borrowed money) and are not restricted in

investments and investment methods as mutual funds are. I have

had varied luck when investing in hedge funds. Again, most of the

success ofa hedge fund depends upon the management.

6. Derivatives: The world of derivatives is a world few people know

about. Yet, they are a concern to all of us. Warren Buffett refers to

derivatives as "weapons ofmass destruction."

I do not know much about this investment class. Yet, I do know

what a derivative is. A derivative is something that is derived from

something else. For example, orange juice is a derivative of an

orange. A mortgage is a derivative of real estate. So I believe the

reason Warren Buffett is concerned about the world of derivatives

is that many people, even those involved with them, probably do

not fully understand them, and they are leveraged instruments on

steroids. Ifthere is a glitch, the whole world ofmoney might collapse

like a house ofcards.

A friend explained it this way to me. He said, "It is like being

unemployed and borrowing money to invest in something, using borrowed

money as collateral to borrow the money." That sounds like people who

refinance their homes to payoff their credit card debt but continue to use

their credit cards. If that is what the shadowy world of derivatives is, then

maybe this world of global high finance really is a house of cards - credit
cards.

In Conclusion

~ If you are rich, your job is to hang on to your money and hopefullyttnultiply it. Rega<dless of what you do. it is v"'y important to have the
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following:

1. A will

2. An estate plan

3. A plan if incapacitated

4. A prenuptial agreement ifyou get remarried

Donald's Response
First of all , I'd say to be grateful if you are already rich. Then I'd

say, be careful. Then I'd say, have a lot of fun.

That's what I'm doing. Right now, I'm in Los Angeles at the

Beverly Hills Hotel with my beautiful wife, Melania, and our baby

son, Barron, and we are having a wonderful time. The weather,

accommodations and food are fantastic here, and Alberto del Hoya

takes good care of us.

I'm here to shoot the sixth series of The Apprentice. Mark

Burnett and his wife, Roma, live in Los Angeles, and my daughter,

Tiffany, will have a graduation ceremony this week, so while I'm a

New Yorker, this is a pretty nice way to live and a wonderful place

to be.

Not too far away is Palos Verdes, on the Pacific Ocean, which is

where my spectacular new golf course, Trump National Golf Club /

Los Angeles, is. I'll be making regular visits and playing some golf,

and the new estate homesoverlooking the golf course and the ocean

are just about ready. These are exceptionally beautiful residences.

I have a lot of projects going on, and that's one of the reasons I

am rich. I make the most of my wealth. There's nothing like it if you
want to get things done. I'm not happy unless I'm busy making deals
and learning new things. We are setting up a Trump Productions

WHY WE WANT Yo u To B E RICH ": ..-.
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Philanthropic efforts

are among the best

rewards you can

have for a life

well lived.
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j office in Los Angeles while I'm here, too. 'I
So there is never a dull moment. Life

can, and should, be exciting.

That doesn't mean I'm not careful.

It's too easy to become careless when

things are going well, so I keep myself
focused. , have children growing up and

coming up into the business world, and I

don't want them walking into any

disasters, for one thing. It's important to

remain responsible for what you have.

I keep in daily contact with everyone at The Trump Organization
to see what's happening there, and Rhona keeps me on track with

what's going on with my schedule. My two eldest children, Don Jr.
and Ivanka, have been out here with me for the Apprentice finale

and for some new episodes, so it's been a celebratory time.

If you are rich, I hope you can say the same thing about your life.
Life is something to celebrate, especially if you have the means to

do so.

Never underestimate your good fortune, and remember that
philanthropic efforts are among the best rewards you can have for a

life well lived. That's my best advice for rich people.

Two MEN. ONE MESSAGE
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my rich dad, the street is the environment where my genius comes out. If!

had stayed in the world ofacademia, I would not have thrived there.

The right environment is essential to developing your genius. When I

was in Navy flight school, some of my fellow pilots found their genius

piloting planes . One went on to become a general and others became senior

pilots for the airlines. I was an average pilot. In football, some ofmy friends

found their genius on the field. I was average in football. When I worked for

the Xerox Corporation, one ofmy friends found his genius in the corporate

world and climbed the ladder quickly.

Every gardener knows that plants need good soil, water and the right

temperatures. If all of the right elements are there, the plant will flOUrish.

The same is true with people. Each person needs certain elements to thrive.

If the essential elements are not there, the person may not grow and blossom.

Rich Person In A Poor Environment

My rich dad used to say, "There are many rich people in poor

environments." As I grew older, I began to better comprehend what he was

saying.

My Home Environment

One of the first things I realized was that I was born into a family with

a financially poor environment. Now, this does not mean we were not a

loving family; we were. The problem was that the environment was not

conducive to becoming rich. In my family, to desire wealth was taboo. As a

family, we valued education, public service and low pay. Although it was

not spoken out loud, there was an underlying belief that the rich were evil

and exploited other people.

There was never a discussion about investing. Investing in my family was

gambling. Living below our means and saving money was the accepted way

oflife.

In my home environment today, money is not a dirty word. Getting rich

is fun, and investing is a game. Rather than living below our means, we

constantly work on expanding our means, increasing our income, building

WHY WE WANT Y o u To BE RICH-'-'------_.......--:...__..:-_---
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f." assets and serving as many people as we can. Also, we keep financially

J negative people out of our lives and surround ourselves with like-minded

i people who challenge and support us. Our friends are also a part of our

, environment.

When I got my first job, with the Xerox Corporation, I quickly found

that it too was not an ideal environment in which to get rich. While my

bosseswanted me to work hard and make a lot ofmoney, their primary focus

was to make the shareholders happy ... not the employees. Whenever I

talked about starting my own company, my managers above me let me know

that it was against company policy to be working on my own business.

~........ This does not mean I did not love working for Xerox, because I did. It

~ wasjust not an environment designed for me to get rich in. In addition, even

i though I did make a lot of money, the tax schedules for high-income

Lemployees would not have allowed much in the way ofwealth creation.

, In The Rich Dad Company, every weekly meeting focuses on our staff

becoming richer. We encourage them to attend financial seminars, to start

their own businesses and to invest - not through a company retirement

plan, but through their own investment plans. Several employees have left

because they did not like the pressure I put on them to become financially

I educated and eventually financially free. I am glad they left because they will

, be happier working in a different environment.

, Environments For People Who Are Afraid OfLosing

~. Many people who want to become rich fail to become rich simply

because they are rich people in a poor environment. For example, ifyou are

an employee, you are probably working in an environment designed for

people who are working not to lose - people who want job security and a

steady paycheck. Owners who create such environments usually have no

problem attracting and keeping good employees - employees who are

happy working not to lose and turning their money over to financial experts

rather than learning to be their own financial expert. Obviously, government

My Work Environment

t
!
f
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Find the environment

where you thrive.

We wou Id probably

never have heard of

Tiger Woods if there

were no golf courses.

- Robert T. Kiyosaki

service is such an environment.

Environments For Winners

There are organizations that

provide environments for winners ­

people who want to become rich.

Examples are professional SPOrts,

Hollywood and the music industry.

The challenge with these

environments is that you have to be

exceptionally talented, driven and

tenacious. In these industries, the

90/10 rule ofmoney applies. There are

definitely more losers than winners.

Other winner-driven environments are Wall Street investment firms,

real estate sales, network marketing and other high-performance businesses.

A Dying Tree

Recently, a young tree I planted began to die. This disturbed me greatly

since I love trees. I called in tree specialists and experts who fertilized the

tree, bur the tree kept dying . Finally, I took a garden hose and soaked the

roots twice a week for a month. Suddenly, leavesand new growth exploded

from the dying branches . All it needed was a little more water. (Upon further

inspection, I found the drip line that took water to the tree was clogged.)

Today, that tree is healthy and vibrant. All it needed was an environment it

could grow in. The same is true with people. Many people do not grow rich

because they are in poor environments.

Powerful Environments

Taking this idea ofenvironments a little further, consider the following

ideas:

1. If you want your intelligence to grow: go to a library, a

bookstore or to school.
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2. Ifyou want your health to grow: go to a gym, ride a bicycle or

play more.

3. Ifyou want your spirit to grow: go to a church, find a quiet

spot and meditate or pray more.

4. Ifyou want your wealth to grow: go to a place where people

are getting rich (like a real estate office or stockbroker's office),

join an investment club, or start a study group and meet new

friends who also want to grow richer.

5. Ifyou want to expand your world: go to places you've never

been before ... do things you've been afraid ofdoing before.

In other words, sometimes the fastest way to change and improve

yourself is simply to change your environment.

~, Final~estions

r I believe we are allborn with a special genius, a unique gift. The problem

is that not everyone finds his or her genius simply because he or she does

not find the environment where his or her genius can blossom. Just

remember this: We would probably never have heard of Tiger Woods if

there were no golfcourses.

So my final questions are:

1. Is your home and family life an environment that develops your

financial genius? Yes or No?

2. Is your workplace an environment that encourages the

development ofyour financial genius? Yes or No?

3. Do you have any idea what your genius might be? Yes or No?

4. Are you working with people who want you to develop your

genius? Yes or No?

S. Ifyou found your environment, would you be willing to work

hard to develop your genius? Yes or No?

t t"U"*W'
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I ask this last question because just because you have a genius does not

mean life is easy. We all know people who are talented. The problem is, some

. people do not work very hard at developing their talents. Always remember,

l
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Tiger Woods (or any great person for that matter) has worked very hard at

developing his genius.

As my rich dad would say,"Laziness is the assassin ofgenius."

These fivequestions are important questions, so you may want to think

about them as well as the answers before turning the page.

Donald's Response

Environment

I realize my great fortune in coming from the family I did, with

my parents being supportive and being great believers in education.

I often call it the lucky sperm club. But I've known people who have

been in environments that were not conducive to achievement, yet

they prevailed and became very accomplished and successful

anyway.

As Thoreau said, "I know of no more encouraging fact than the

unquestioned ability of a man to elevate his life by conscious

endeavor."

You may have to work harder and longer, but that is preferable

to making excuses and letting your goals slide. My father had very

little to begin with and he just went about making ends meet and

then kept moving forward with his work ethic and natural

intelligence to eventually become very successful. I have great

respect for people who have found their success the hard way.

The correct environment, as Robert points out, is necessary to

nourish your particular talents. Part of our responsibility is to find

the right environment so that we can flourish, or at least use it as a
stepping-stone to the next level. Life experiences can be likened to
school, as in when we reach fifth grade, we expect to go on to the
sixth grade, provided we do what is required. Reaching a place in
adult life that remains the fifth grade for a few decades isn't really

_ vy~~WE WANT You To BE RICH .---
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- Donsld ). Trump

Keep your focus

intact, and focus on

the solution.

progressing. It might be comfortable,

but it shouldn't be acceptable for the

long term.

A very good way to deal with

environments that are not ideal is to

maintain your focus. Rarely is

everything perfect, so if you are in a

home or work environment that is not

conducive to your success, you will

have to put more effort into keeping

your focus intact.

Aboveall, do not begin to focus on the negatives of your situation
- focus on the solutions!

There are many examples of people who have risen above great

hardship and profound disadvantages to become amazingly

successful. That is always a possibility, and you could be that

example. Remember that you are in some worthy company if you

are in an environment that isn't great. Keep your focus on your goals,

be willing to go the extra mile or miles and know you have just as

much right to be successful as anyone else does.

I say that because I've seen people who seem to think they're

asking too much if they want to be successful. It's almost as if it's a

territory that belongs to someone else, but not to them. I don't know

if they were raised to believe that success means you're greedy or

selfish or whatever, but it's definitely a mind-set that needs to be
worked on.

There is no advantage to being poor. In fact, poverty becomes a

burden to everyone in the long run.

No healthy person wants to be a burden to someone else.
Creating an environment that can help others requires money. Being
in a position to be charitable is definitely more desirable than
becoming a charity case. That alone can be a great motivation for
paying attention and working hard.
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Heredity and environment are two important factors that

influence what we are and what we become or what we do not

become. But they are not the only factors. The other factors are

your responsibility - and your choice. That in itself should be an

empowering thought.

You are in a position to override your disadvantages. We've all

heard the term "environment-friendly," and it can apply here, too.

Be friendly to your situations, learn from them, but keep progressing

forward. For example, Robert learned from both of his

environments, and they both served him well in the long run.

Keep your focus on success and elevate your life to where it

should be.

WHY WE WANT You To BE RICH
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•
Take some time to further analyze your environment.

1. Is your home and family life an environment that develops

your financial genius? If it is, how so? If not, what can you
do about it?

2. Is your workplace an environment that encourages the

development of your financial genius? If it is, how so? If
not, what can you do about it?

3. Do you have any idea what your genius might be? If so,

what is it? Are you developing it? If you don 't know what
your genius might be, how can you find out what it is?

4. Are you working with people who want you to develop

your genius? If so, how do they support you? If not, what
can you do about it?

5. If you found your environment, would you be willing to
work hard to develop your genius? Why or why not?

Next, review the CASHFLOW Quadrant and do the following
exercise ...

l From which quadrant do you want to receive most of your
r income?

List the six people you spend the most time with:

-------_ .__...-Two MEN • ONE MESSAGEt.___ _ ____IIiIiIIIiIIIIIIIiliIoIol__. _

Now list which quadrant each of these six people derive their

income from.

Are they active in the quadrant that you want to be active in?

Ifnot, you may want to change your friends and seek new friends whol derive their income from the quadrant you seek.I Ifso. yoor environment may be supportive for yon reaching yonr goals.

l
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investment. People are 'gooa or~1)acf iI,vestors":,i 'lnvesting is not

risky; people are risky.

Robert's rich dad used to say, "There is no such thing as a bad
investment, but there sure are a lot of bad investors."

Ninety percent of the investing public wants to be given the

magic formula, the answer that will make them rich. There are

three problems with this . First of all , there are millions of ways a

person can attain great wealth . With the birth of the Internet, even

more billionaires, millionaires and rich people have and will be
created. So the first problem is: Each person needs to find the

magic formula that fits him or her best. The second problem is:

People who look for amagic formula often fall prey to people who

sell magic formulas - forrnulassuchas, "Turn your money over

to me for the long term, and I will invest it for you." The third
problem is: Most peoplecannotfollow a formula for long ­

which is why, for example; there are so many different diets being

sold, generally to the same people.

If you choose to be one of the many people who are not

committed to being partof the 10. percent, then you know what

advice to follow: "Save money, get out of debt, invest for the long
term and diversify." However, Robert and Donald would caution

you to start as early as possible and save as much as you can

because you will need a lot of time and a lot of money to do well
using that formula.

If you are committed to being one of the 10 percent of people
who earn 90 percent of the money, then it takes focus and

commitment - your focus and your commitment!

You will need to find your own magic formula.

WHY WE WANT You To BE RICH
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CHAPTER TWENTy-SIX

WHY Do You
INVEST IN REAL ESTATE?

JI.~.$ _

Robert's Response

Why do I invest in real estate? The answer is found in one word, and

that word is control, There is no other investment I know of that gives me

~ so much control over the many aspects of making money and keeping my

I money. As a result, it gives me control over my life.

As stated often in this book, many feel investing is risky because they

do not have control over the asset in which they invest. There is very little

control over savings, stocks, bonds and mutual funds. Always remember the

following:

RJSK --

People worry about job security because they lack control over their job.

Few employees have any control over the ownership of the company, how

much they earn, how much they are taxed or the future of their job.
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In addition to control, real estate offers many other advantages. If a piece

ofreal estate ispurchased at the right price, is financed well, is in a good area

and is well managed - then some of the advantages of real estate are the

following:

1. Cash flow: Checks come in every month.

2. Leverage: Bankers will line up to lend you money for investing in

property. Ask your banker if he or she will lend you money to buy

mutual funds.

3. Amortization: Tenants payoff the debt.

4. Depreciation: The government offers tax breaks for real estate

because it goes down in value. Real estate can go down in value, but

it tends not to. In reality, the reason why governments offer

depreciation incentives is because real estate investors provide

housing.

5. Creativity: The value of the property improves through creativity.

For example, if! buy a piece ofraw land, I can change the zoning. Or

I can buy an old house and fix it up. Or I can convert an apartment

house to condominiums.

6. Expandability: Once I learned how to buy single-family homes, I

expanded into multiple units. Today, when my wife and I buy a

property, it needs to be at least 250 units.

7. Predictability: It takes about a year after purchase to stabilize an

apartment complex. After a year, the management is able to get rid

of bad tenants, make the cosmetic repairs that good tenants want,

and we can sometimes, slowly, raise the rents.

Once a building is stabilized, the checks come in every month like

clockwork. This certainly beats watching the ups and downs of the

stock market ... feeling good when prices go up and feeling bad

when prices come down. I like my monthly checks in the mail.
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The key to good real estate is great management. As stated earlier,

the reason many stock, bond and mutual fund investors do not do

well in real estate is because they are either poor managers or do not

want to be managers.

In our investment plan, Kim and I worked hard to begin investing

in apartment buildings with more than 100 units simply because

with more than 100 units, we could afford better managers.

Since management of real estate is the key to success, some of the

best investment opportunities are buying properties that were

owned by poor managers.

8. Tax-deferred money: One of the great advantages of real estate is

tax-deferred money. There are many ways a real estate investor can

avoid paying taxes ever - legally. One way is known as the 1031

tax-deferred exchange. Last year, Kim and I sold a small apartment

house and made over a million dollars in capital gains. By following

the rules ofthe 1031 exchange, we were able to reinvest that money

without having to pay taxes.

This tax-deferred treatment is not available for people who invest

in stocks, bonds and mutual funds. You'd be surprised how fast you

can get rich ifyou don't have to pay taxes.

9. Appreciation: Because the dollar is going down in value, real estate

tends to increase in value. Also, as our population increases, demand

increases, which also drives up prices.

Most investors invest for appreciation (capital gains). In the stock

market, most people invest low hoping to sell high. This is investing

for capital gains. In real estate, these investors are known asflippers.
Flippers also buylow and hope to sell high. The problem with a

capital gains strategy is that the strategy generally only works in an

up-trending market. If the market trends down (a.k.a. a bear

market), many paper-asset investors and flippers are toast.
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Investing for cash flow is better than investing for capital gains in

real estate because the tax laws favor the cash-flow investor.

Why Appreciation Is Last

There is a reason I put appreciation last, yet for most people,

appreciation is first. Many people buy a house to flip it, which means they

buy it to sell it for the money. People who flip properties have to work harder

and pay a significantly higher tax rate. While I do occasionally flip

properties, I prefer the first five reasons for investing in real estate. My

favorite strategy is to buy a property, then buy another and another. In the

long run, I work less, make much more money and pay less in taxes.

I put appreciation last because it is the last reason. I don't really count on

appreciation. In my opinion, to buy a piece ofproperty or a stock and hope

it goes up in value is speculation (or gambling), not investing. While I do

like appreciation, I do not count on it. Investing for appreciation is especially

tragic when the real estate market crashes, which it does on a regular basis.

The Secret Reason

There is another reason why I like real estate. And that reason is because

real estate is slow; it does not change rapidly. As I stated earlier, the baby­

boom generation is the last generation of the Industrial Age and the first

generation of the Information Age. My problem with the Information Age

is that I am obsolete - I am an old guy. I do not have an e-mail address, and

I do not want one. I do not know how to use the Web or the gadgets that

come along with using the Web.

My companies do have Web sites, and I earn millions of dollars from

the Web. I have a computer, but I use it like a typewriter - it makes me

millions ofdollars as a word ptocessor, but not as a computer.

Not only am I obsolete, I am becoming rapidly more obsolete with each

new technological change that comes along. I once bought an iPod but

could not figure out how to put information into it or how to get anything

out ofit. In fact, I know exactly when I became obsolete. It was when I tried

to program my VCR in the 1980s. That's when I realized I was not a rechie.
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People with vision

master the ability to

see through to the heart

of issues and

investments. They

value transparency.

- Robert Kiyosaki

So that is why I focus more time

on real estate than attempting to keep

up with technology. As best I can tell,

we all need a place to live and a place

co work, for a long time. As our

population grows and our dollar

declines in value, real estate should do

nicely, as long as I buy the right

properties, in great locations, at the

right price, well-financed and with

good management.

The real problem with being

obsolete is still coming. The young

people born after the year 2000 will radically accelerate the rate of change

of technology by the year 201 S.Just as high school kids of my generation

began building souped-up cars, the kids today will take today's technology

and soup it up.t The Web has only been around since 1989. Kids born after the year 2000

, will experience a completely different reality than I do. They no longer watch

television or read the newspapers. They do not know what world borders

are. They know they can do business online and globally.

I was in elementary school when television first came into our homes. By

the 1960s, the kids were rioting in the streets. Why? They were rioting

because television brought the Vietnam War straight into our homes. It was

real war. It was not the war as portrayed by John Wayne and Hollywood.

Mygeneration saw the realities ofwar, bodies ofwomen and children blown

to bits. That is why my generation rioted - at least some of them did.

It will not be long until this new generation makes their presence felt.

They may ask cough questions like, "Why are we not seeking alternative

energy resources?" Or, "Why not focus on reducing global warming?" Or,

"Why is there poverty?" Or, "Why are there different tax laws for different

people?" Or, "Why don't we teach kids about money in school?" Hopefully

they will take on the challenges my generation has swept under the carpet.
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Blue-chip companies that millions ofinvestors are counting on may not

be blue chips for much longer. New companies, run by kids with different

minds, will bring down the blue-chip companies of today. Just as GM Was

the powerhouse when I was a kid and is an aging monstrosity today, maybe

Microsoft or Dell or Google will be the GMs of tomorrow.

When I invest in real estate, I do not care ifthe tenant is GM or Google
or an old baby boomer or a new kid on the block, just as long as the bills get

paid.

And this is the secret reason why I like real estate: Real estate will take

awhile to become obsolete.

Who Owns Your Real Estate?

Just as a side note, I thought you might be interested in who really owns

real estate.

The term real estate comes from the Spanish word real, which means

royal. So real estate literally translates into royal estate. That is because during

the Agrarian Age, there really were only two classes ofpeople, royalty and

peasants. As mentioned earlier, the royals owned the land, and the peasants

lived on and worked the land. As payment for living on royal land, the

peasants paid a tax, in the form ofa percentage of their crops , to the royals.

Today, we still do not own our real estate. The government owns our

land. We all pay a tax, known as property tax to the government. Ifwe do not

pay this tax, we soon find out who really does own the land.

As you can tell, not much has changed.

Yahoo! Finance

Presently, I am a writer for Yahoo! Finance. If you would like to keep

up to date with what is on my mind in the world of money, go to this fine

Web site (http://finance.yahoo.com). It allows me to communicate quickly

- much more quickly than writing a book.

The following is an article about some ofthe other reasons why Donald

and I invest in real estate. It has to do with a favorite term ofWarren Buffett,

the term intrinsic value.
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How Many Ways Do You Get Rich?

~
I'

Warren Buffett is famous for talking about the intrinsic value ofa sto ck.

While many people parrot or mimic Mr. Buffett's words on intrinsic value,

very few people know what he really mean s. In this article, I will do my best

to explain intrinsic value, as simply as possible. If you would like a more

sophisticated explanation, then you may want to read the plethora ofbooks

f, written about him and his methods of investing.

f Once you understand intrinsic value, you may better understand why

some investors make much more money th an others. You will also realize

that you can find intrinsic value in investments other th an stocks. I will

explain intrinsic value using real estate as an example. Why do I use real

estate? Because real estate is more tangible than stock, meaning more people

will be able to understand intrinsic value.

When the average investor thinks about making money, he or she

usually thinks about buying low and selling high. For example, an investor

buys a stock for $10 and sells when and if it reaches $20. He gets up every

day and checks the stock price.

Many investors are addicted to watching the market go up and down.

Their day gets off to a good start if the price goes up and to a bad start if the

price goes down. That is not what Warren Buffett does and neither do 1.

While the price of an asset is important, it is not something we watch on a

daily basis, as many investors do. Warren Buffett pays close attention to price

when he buys a business. After that, he really is not concerned if the share

price is going up or down. Nor does he care if the stock market is opened or

closed. He does not play the stock market, as most investors do.

~ . First ofall, Warren Buffett does not just own stocks. He owns businesses.

Secondly, in very simple terms, what Mr. Buffett looks for in a business is a

well-managed business that will grow more valuable over time. He often

refers to business value compounding, in other words accelerating in value.

Shifting To Real Estate

r Let 's shift to using real estate as an example, because I believe it may be

[ easier to explain intrinsic value from a real estate perspective.
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When I buy a piece ofreal estate, I am only concerned about price at the

time ofpurchase (the same as Mr. Buffett) because price determines returns.

What I am looking for when I purchase a property are the following four

streams ofincome (or cash flow):

1. Income (cash How): This is hopefully called positive cash flow after

all expenses are paid, including my mortgage payment and taxes.

2. Depreciation (phantom cash How): Depreciation appears as an

expense when it really is income that comes from a tax break. This

confuses many people who are new to investing in real estate. It is

cash flow or income you do not see.

3. Amortization: This is income to you because your tenant is paying

down your loan. When you pay the mortgage on your personal

residence, this is not income to you but an expense. When your

tenant pays your loan down, it is cash flow.

4. Appreciation: This is really inflation that appears as appreciation.

Ifyour rental income goes up, you as an investor can refinance and

borrow your appreciation out as tax-free cash and have your tenant

pay for the amortization ofthe new loan amount. In other words, it

could be tax-free cash flow.

This is an example of the intrinsic value of a well-financed real estate

investment, purchased at the right price and well-managed. As a real estate

investor, this is what I invest for. I invest for increased value and cash flows.

Investors who buy property to sell are often calledflippers,but I call them

speculators because this is not really investing. They are focused on capital

gains, but those gains are often taxed at higher rates when they do not

reinvest their money but spend their gains instead. Unlike such speculators,

I invest for cash flow and increased value.

Warren Buffett also does not like to sell because selling shares triggers a

tax and a tax reduces his wealth. For those ofyou who know Mr. Buffett's

formula, he is into compounding his returns and not sharing his returns

with the government.
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One reason I recommend people play our games CASHFLOW 101 and

CASHFLOW 202 is so that people will become better investors by training

their brains to see what their eyes cannot. In other words, to see the real

value or lack ofvalue in any investment, regardless ofwhether it is a stock,

bond, mutual fund, business or real estate. I also recommend you play it at

least 10 times because the more you play it, the more your mind will be able

to see - see what most investors miss.

In this simple schematic diagram, you may better understand what I

mean by allowing the brain to see what the eyes often miss. The following is

a diagram ofa financial statement:

INCOME
Positive cash flow
(net income)

ExPENSES
Depreciation
(phantom cab flow)

AssETS LIABILITIES

Appreciation Amort ization
(intb.rion) (my tenant p<tys

down my loan)

(

This is an overly simplified example ofwhat a real estate investor looks

i for. They are looking for the intrinsic value most amateur investors miss.

~ When Warren Buffett mentions intrinsic value of a company, he is

:' referring to many of the same things. The vocabulary he uses is sometimes

different, but I believe you may have a better idea from this real estate

example of intrinsic value.r. The average stock investor often refers to PIE ratios; the average realrestate investor speaks ofcap rates. While these are important indicators to
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note, they hardly are a measure of intrinsic value - and professional

investors are looking for value, not the price.

If you would like to experience playing our CASHFLOW games,

without risking any money, there are CASHFLOW Clubs all over the

world. You may want to join one and expand your mind to be able to see

what your eyes cannot.

In conclusion, the average investor only knows one way to make money,

and that is by buying low and selling high. A professional investor would

rather buy low, realize gains from other arenas, and let the asset grow forever.

The Power Of Vision

Financial literacy allows a person to see with their brains what the

human eye cannot see. This is what I refer to as vision. Donald and I invest

in real estate because we can see the cash flow and value. People with vision

master the ability to see through to the heart ofissues and investments. They

value transparency.

No Transparency

Mutual funds have no transparency. A mutual fund company is not

required to be financially transparent. They do not have to accurately

disclose expenses. Why anyone would invest in an entity that does not

disclose expenses is beyond me. That is more than just being an amateur ­

that is choosing to be blind.

Invest For The Long Term

Because mutual fund investors cannot see the true numbers, they cannot

see how much money the mutual fund company is taking from them . When

a financial advisor recommends you invest for the long term, this is the

reason why:
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Over More Than 40 Years•••

Mutual Fund Company

80% of the returns

0% ofthe risk

0% of the capital

You

20% of the returns

100% of the risk

100% of the capital

The mutual fund company receives 80 percent of the returns because

the mutual fund company is always collecting fees over the life of the

relationship between the fund and investors. The investor takes 100 percent

of the risk and puts up 100 percent of the capital. Now do you understand

why banks do not lend money to buy mutual funds and insurance

companies do not insure them against losses?

Not All Investments Are Equal

The job ofa leader or a teacher is to teach people to see. Since our school

system does not teach much about money, most people, even those who are

t well educated, cannot see why some investments are better than others.

r Now that you have seen the differences between real estate and mutual

funds, you should be better able to decide which investment is best for you.

·U£

Donald's Response
When I am asked why I like investing in real estate, I always feel

like answering, "Because I like breathing." To me, real estate is like

oxygen. It keeps me going when I'm awake, and it keeps me going

when I'm asleep.

Aside from the fact that I was raised around the real estate

business, I probably would have found my way to real estate
investment and development anyway because I like so many things

about it. I'm a builder by nature. I remember building very tall
structures with my building blocks as a child. I would borrow my
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brother's blocks to make my buildings even taller (which I would

have returned had I not glued them all together). I guess it was just

in my genetic code to build things, and the bigger the better.

As an investment, real estate is one of the safer places to put

your money. It doesn't go completely bust like many other industries

do. Real estate may have ups and downs but, as Robert pointed out,

it rarely if ever becomes obsolete. The earth has become more

valuable as the centuries have passed. The original price of

Manhattan was around $24. That's just twenty-four dollars - with

no zeros added on.

When Robert mentions that he isn't fond of gadgets, I have to

admit that I'm the same and that I agree. I don't even use an

intercom in my office. I'd much rather yell - it's effective, and it

saves time. It also creates an energized environment for everyone to

work in, and as long as people yell back loud enough for me to hear

them, all is well. As I've said, I'm not always a one-way street.

Real estate offices are not known for being quiet. Media people

who have come to visit have called them "war zones" among other

things. That's OK. Business is like combat sometimes. The fact that

I expect it to be combative means I'm prepared for reality.

Which brings me to more reasons I like investing in real estate:

It's exciting. It's complex. It's multi-dimensional. And it's tangible.

You can actually go and see what you've invested in. It evolves and

becomes bigger and better as time goes by, provided you know what

you're doing.

11m passionate about

real estate, and that's

what works for me.

- Donald f. Trump

WHY WE WANT You To BE RICH

Trump Tower hasn't been built

for very long as far as landmark

buildings go, but it's already

considered a landmark building . It

was built in 1983. That's an
accomplishment I'm very proud of

and another reason real estate can
be rewarding. It has also been
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rewarding financially, as an investment.

If I am going to invest my time and money in something, I have

to be proud of it at the end of the day. A lot of people invest in things

they don't know one thing about or in things they don't care about.

That's OK, to each his own, but I have to be passionate about

something first. I'm passionate about real estate, and that's what
works for me.

What are you passionate about?

Your View

Is Real Estate Investing for You?

Two MEN • ONE MESSAGE
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CHAPTER TWENTY-SEVEN

WHY Do You RECOMMEND
NElWORK MARKETING?

Robert's Response

When I first heard about network marketing, I was against it. But after

opening my mind, I began to see advantages that few other business

opportunities offer.

Long-term success in life is a reflection ofyour education, life experience

and personal character. Many network-marketing companies provide

personal development training in those key areas.

Most schools train people for the E or S quadrants, and that is great if

those are the quadrants in which you want to spend your life. Most MBA

programs are training students for high-paying jobs in the corporate world

as an E, not a B.

What if you're in the E or S quadrant and you want to change? What if

you want to be in the B quadrant? Where do you find the education that

trains you for that quadrant? I recommend a network-marketing business.

I recommend the industry for people who want to change and get the

necessary skills and attitude training to be successful in the B quadrant.

Being an entrepreneur and building a B quadrant business is not easy.In

fact, I believe building a B quadrant business is one of the toughest

challenges a person can take on. The reason there are more people in the E

and S quadrants is simply because those quadrants are less demanding than

the B quadrant. As the y say,"If it was easy, everyone would do it."

Personally, I had to learn how to overcome my self-doubt, shyness and

fear of rejection. And I had to learn how to pick myself up and keep going

t " )
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- Robert T. Kivoseki

An important personal

skill required for any

B-quadrant business is

leadership. Are you

able to overcome

your ownfears.and

have others.overcome

their fears-in order to

get the job done?
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after I failed. These are some of the

personal traits a person must develop if

they are to be successful in a B quadrant

business, regardless of whether it is a

network-marketing business, a franchise or

an entrepreneurial startup.

An important personal skill required

for any B quadrant business is leadership.

Are you able to overcome your own fears

and have others overcome their fears in

order to get the job done? This is a skill the

Marine Corps taught me. As Marine

Corps officers, it was imperative that we

be able to lead others into battle, even

though we were all terrified ofdying.

I meet many people in the 5 quadrant,

the specialists or small business owners,

who would like to expand, but they simply lack leadership skills. No one

wants to follow them. The employees do not trust their leader or the leader

does not inspire the employees to better themselves.

As mentioned earlier, Forbes defined a big-busines s owner, a B quadrant

business owner, as a person who controls a business with more than 500

employees. This definition is why leadership skills are vital for the B

quadrant.

Where could you find a business that will invest the time in your

education, your personal development and building your own business? The

answer is: most network-marketing businesses.

Building a B quadrant business is not an easy task. 50 you need to ask

yourself, "Do I have what it takes? Am I willing to go beyond my comfort

zones? Am I willing to be led and willing to learn to lead? Is there a very

rich person inside of me, ready to com e out?" If the answer is "Yes;' start

looking for a network-marketing business that has a great training program.

I would focus less on the products or the compensation plans and more on
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the education and personal development program the company offers.

A network-marketing business is a B quadrant business because it meets

several criteria I look for in a business or investment. Those criteria are:

1. Leverage: Can I train other people to work for me?

2. Control: Do I have a protected system that belongs to me?

3. Creativity: Will the business allow me to be creative and develop

my own personal style and talents?

4. Expandability: Can my business grow indefinitely?

5. Predictability: Is my income predictable if! do what is expected of

me? If I am successful, and keep expanding my business, will my

income increase with my success and hard work?

Isn't Network Marketing A Pyramid Scheme?

I am often asked ifnetwork marketing is a pyramid scheme. My reply is

that corporations are really pyramid schemes. A corporation has only one

person at the top, generally the CEO, and everyone else below.

The following is an example ofa typical corporate pyramid: .

Compare that to a network-marketing business system:
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A true network-marketing business is the exact opposite ofa traditional

business model. A network-marketing business is designed to bring you up

to the top, not keep you down at the bottom. A true network-marketing

business does not succeed unless it brings people up to the top.

Additional Points Worth Mentioning

The following are some other points worth mentioning:

1. Tax breaks increase. By starting a network-marketing business in

your spare time and keeping your regular job, you begin to gain the

tax advantages of the rich. A person with a part-time business can

take more tax deductions than employees can. For example, you may

be able to deduct car expenses, gasoline, some meals and

entertainment. Obviously, you need to check with a CPA for exact

rulings on your situation. And the cost of your CPA is tax­

deductible. In most cases, an employee cannot deduct CPA

expenses. In other words, the government will give you a tax break

for advice on how to pay less in taxes.

2. Meet like-minded people. One of the advantages I had is that my

friends also wanted to be in the B quadrant. When I first started

out, most ofmy E quadrant friends thought I was nuts. They could
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not understand why I did not want a steady job or steady paycheck. 50
an important part of becoming a B is to surround yourself with other

people who are Bs and want you to become a B.

3. Give yourself time. It takes time to be successful in any of the

quadrants.

In the corporate world, ifyou are not successful in six months to a

year, you are often fired. In the network-marketing world, as long as

you are willing to put in the time, most companies will work with

4. Network-marketing companies are patient. One of the beauties

ofa network-marketing business is that it will invest in you, even if

you are not successful.

Just as it takes time to climb to the top ofthe corporate ladder as an

E, or become a successful doctor or lawyer in the 5 quadrant, it takes

time and dedication to become successful in the B quadrant. It took

me years before I built a successful B quadrant business.

50 give yourself time . I would allow at least five years to learn and

develop into a B quadrant person.
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you in your development. After all, they want you to get to the top.

5. Leverage the systems that are already in place. These systems are

already tried and proven, which allows you to hit the ground

running instead of trying to build the internal systems of a new

company.

In Conclusion

After opening my closed mind, I could finally see some of the unique

benefits the network-marketing industry offers people who want more out

of their lives.

Generally, it costs much less to get started in a network-marketing

company than to build a business on your own.

Donald's Response
Marketing is a powerful tool, and network marketing can increase

that power, provided you are self-motivated. In a simple visual, see

a product and then remove the advertising agency from it. It is up

to you to do the marketing and advertising.

That's a big job, but it can be done if you are passionate enough

to get it going on your own and to keep the momentum and

motivation going at a high level. It requires an entrepreneurial spirit,

and that means focus and perseverance. I do not recommend

network marketing to people who are not highly self-motivated.

Another important aspect of network marketing is that it is

inherently social, so if you are not a social or outgoing person, I'd

think twice about going into it. Sociability is a requirement.
Just like in advertising, there's no point in having a fantastic

advertising campaign if the product isn't equally fantastic. Also keep
in mind that if you decide to become a distributor, you will be legally
responsible for the claims you make about the product, the company
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worth your energy.

- Donald]. Trump
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and the available opportunities. ;~f " 'il•••••••;"'~· < ·;i~f:

But above all, make sure the

product is worth your energy and

total devotion. Otherwise, you

could be energetically spinning

your wheels.

Robert mentions the import­

ance of going beyond your comfort zone when it comes to network

marketing. He also mentions giving yourself enough time. These are

good points to consider. I would also agree that having leadership

, qualities is critical for success. You definitely have to have a take­

charge, can-do attitude.

As with any other undertaking, know everything you can about

what you're doing before you begin. Network marketing has proven

itself to be a viable and rewarding source of income, and the

challenges could be just right for you. There have been some

remarkable examples of success, and those successes have been

earned through diligence, enthusiasm and the right product

combined with timing. As with so many issues we have discussed

before , there are tangibles and intangibles involved, but success is

not a total mystery, and that applies to network marketing as well.

Most people have heard of focus groups, a research tool that

advertising agencies use when they are testing a new product. They

will go out to different locations and simply ask everyday people

what they like and don't like about a new product. It's best if you

can keep the focus group idea close at hand when you are deciding

about a product. Just because you like it doesn't mean everyone

else will. Finding a common denominator in product appeal will

matter.
My nutshell advice about network marketing is to do your

research and then put everything you've got into your product.
Genuine enthusiasm is hard to beat , and the odds will be with you.

Two MEN • ONE MESSAGE



312 I CHAPTER T WENTy-S EVEN

Your View

Is Network Marketing for you?
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CHAPTER TWENTy-EIGHT

WHvDoYou
RECOMMEND STARTING
YOUR OWN BUSINESS?

Robert's Response

Take a look at the CASHFLOW Quadrant below again:

The big differences between the quadrants are the different values. My

poor dad did not succeed in the S, B or I quadrants simply because, having

been trained as a teacher, he was trained in the values ofthe E quadrant. He

did not have the survival skills or survival instincts required for success on

the street. He was not trained for the other three quadrants. So when the

tt 't' '.'1
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governor banned him from government service, my dad found our who was

in control ofhis life.

The good thing about having a rich dad who made his fortune in the B

and I quadrants was that my rich dad guided me mentally and emotionally

from the E and S quadrants to the B and I quadrants - the same way

Donald's dad guided him. While there were several failures along the way,

it was my rich dad 'swisdom and mentorship that got me through the rough

spots.

I Love Being An Entrepreneur

Even though it was a tough road at the start, today I love being an

entrepreneur. I love starting new businesses.I love the creativity, the people

I meet, the challenges and the rewards. The price for gaining the education

and the experience was high, yet in retrospect, the journey was worth it.

I did not go back to sailing tankers or flying planes because most ofthe

excitement of learning those professions was over for me. It was most

exciting when I first took the wheel of an oil tanker and when I landed my

first plane . Once I mastered those tasks, the learning curve got easier - and

eventually ended. As an airline pilot or a ship's officer, today would be too

much like tomorrow.

I love the new challenges I go through every day as an entrepreneur. I

love the excitement of the startup and then the development. Once the

business is up and running, I love the challenge ofthe expansion and growth.

Once the business is growing, I love th e challenge ofbringing on new team

members to add stability and grow the business, which makes the business

predictable and profitable.

As an entrepreneur, every day is exciting, new and educational. I am

always learning something new, even on bad days. Donald says the same

thing, which is why he has so many business projects going on. He is a true

entrepreneur. To be a true entrepreneur, you need to be smart and love to

learn. If you do not love learning, chances are your business will not grow ...

because you are not growing. Whenever I find a business that is declining or

stagnant, it is often because the owner is declining or stagnant.
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One of the reasons so

many pe~~le feel

insecure today is

because school never

taught them about the .

importance of control

in their lives.
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Looking In The Mirror

Your own business is the best mirror you can look into. Your own

business is like the game ofgolf It givesyou instant feedback every time you

swing the club. If you are good, your business will make you richer than

Tiger Woods. As you know, successful entrepreneurs are the richest people

on earth. And ifyou are bad, they won't let you join the country club. I know

that personally. Today, I am offered many honorary country club

memberships. A few years ago, the same country clubs would not have let me

in the door.

Putting You Back In Control

One ofthe reasons so many people feel insecure today is because school

never taught them about the importance of control in their lives. For

example, if you are an employee, you have very little control over how much

you earn , if you get the promotion, if you receive a raise, when you go on

vacation, and sometimes even when to eat lunch.

In 1974, when ERISA was passed, which led to the 401(k), many

employees in the E quadrant were forced to become investors in the I

quadrant. The problem, again,was a lack ofeducation and experience. Since

most employees, even though highly educated, have very little financial

knowledge, the y often invest in paper "';" c::&

assets such as savings, stocks, mutual

funds and bonds. Again, the problem is

the same - as investors, they have no

control over those assets.

The other thing employees have

little control over is taxes. Those in the E

and S quadrants, in most cases,pay much

higher taxes than those who are

professionals in the B and I quadrants.

Again , the reason iscontrol. The IRS

and the tax code of the country offer

more control to those in the B and I

g . ••,
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quadrants because the people in these quadrants are important for the

economic growth and strength of the nation. The true Bs provide jobs and

the true Is provide the capital to fund the businesses, infrastructure,

exploration, energy and real estate.

Many people feel uncertain about their future s simply because they have

very little control over their jobs, their investments and their taxes.

Often I meet people from different countries, and they attempt to tell

me that the laws in their country are different. That is not my experience. I

know since I have businesses in China, Japan, Korea, Canada, Australia,

South America, Israel, the Middle East and Europe. I have found similar tax

advantages for the B and I quadrants ro be available in most developed or

developing countries. There are some differences, but the Golden Rule that

states, "Those who have the gold make the rules:' seems to prevail allover the

world.

Learning To Take Control

Today, it is easier than ever to gain access to the B or I quadrants. We

have technological tools that make it very easy to leverage and expand one's

base of operation all over the world. For example, the computer and the

Internet make being a national or international entrepreneur much easier

and less expensive. For less than a thousand dollars, I can buy a computer

and accessthe world markets as a businessowner or an investor. The question

is, do you have the education, experience, mind-set and core values to be a

national or international entrepreneur?

How To Get The Education And Experience

Since our schools do not teach a person much about entrepreneurship

or investing, the question is, how does a person get the education and

experience to be successful in the S, B or I quadrants?

My answer and Donald's answer are very similar. We both recommend

going to business school or finding a mentor you can apprentice with. As

you already know, he and I both had rich dads who guided us through the

developmental process.
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In the previous chapter, Donald and I wrote abour the benefits of

network marketing. In my opinion, the biggest advantages of a network­

marketing business are the training and the low cost of entry. If you are

serious about becoming an entrepreneur, again I would suggest you find a

network-marketing company with a great training program and dedicate at

least fiveyears ofyour life to learning the core values ofthe B quadrant.

The Power OfFranchises

Ifyou have more money and are ready to make a bigger commitment,

then you may want to look into buying a franchise. Again, if it is a good

franchise, the owners of the franchise will focus a lot of time and energy

training you to run the business and the business systems.

We all know abour McDonald's. It is by far one ofthe most well-known

franchise systems in the world. There were many times I thought about

buying a McDonald's franchise, not necessarily for the money, bur for their

training programs. You may have heard of Hamburger University. It is a

highly acclaimed business school that trains people for the real world of

business. But one of the problems with a McDonald's franchise is the high

cost ofentry, which is often over a million dollars.

The Power OfMentors And Coaches

Personally, I understand the challenges, frustrations, rewards and the

journey from the lett side of the quadrant, E and S, to the right side of the

quadrant, Band 1. That is why we at The Rich Dad Company have more

advanced programs for people who want to be successful in the B and I

quadrants. We offer the following programs:

1. Rich Dad's Coaching: We have a team of professionally trained

coaches whose only goal is to keep you focused and on track to

achieve your goals in personal finance, investing, starting your own

business or growing your business. This is a one-on-one program /

that has produced phenomenal results in participants' lives. I believe

the magic of the program is that the goals you set are your goals:

your own goals that are beyond your current reality, your own goals
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that demand you bring out the best in you, and your own goals that

you know - when accomplished - will change your life. For more

information visit: www.richdadscoaching.com

2. Rich Dad's Education: While most investment advisors

recommend diversification, diversification, diversification, we at

Rich Dad recommend focus, focus, focus. All people who have

achieved greatness have been very focused people.

In the near future, Rich Dad's Education will be offering college­

level courses and seminars for people who are ready to focus on

specific areas of business or investing. For example, a course I am

very excited about is learning to be a raw-land developer. Or you

may want to become an expert in stock options or foreclosures. As

you know, there are many ways a person can become very rich - if

he or she is focused.

3. Rich Dad's INSIDERS: Man y people have asked me to be their

personal coach. Given the sheer number ofpeople who have asked,

that task would be impossible. Instead of coaching individuals, The

Rich Dad Company has created Rich Dad's INSIDERS, a Web­

delivered electronic forum.

For a small monthly fee, I keep you informed about what I see and what

I am th inking about. I also have my personal advisors sharing their

knowledge on specificsubjects in which they are experts. We have experts in

real estate, law, gold , oil, banking and even high -performance health.

As you know, the world is changing rapidly. Rich Dad's INSIDERS is

my way ofstaying in touch with you and keeping you up-to-date with what

I think is important in this world.

In Conclusion

There are two kinds of people in the world. There are those who seek

security and those who seek freedom. As some of you know, security and

freedom are exactly the opposite. That is why those with the most security
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have the least freedom. Those people are in the maximum security section

ofprison. Ifyou seek freedom, I can sincerely say that maximum freedom

exists in the B and I quadrants.

Donald's Response
Oddly enough, I don't always recommend that people start their

own businesses. Some people simply are not entrepreneurs, and I

feel it's bad advice to tell everyone that they, too, can be wildly

successful when in fact it's probably not in the cards for them. This

doesn't go over so well with the groups who ask me to speak on

motivation and success, but I have to be honest. I don't ever want

to give the wrong advice if I can possibly help it.
About a year ago at one of my speeches, I realized this when a

man in his 60s came up to me and asked me some direct questions

about becoming an entrepreneur. I had to tell him that it's not
always the best thing to do - there's risk involved. The thought of
advising a man who might lose everything at that stage of his life
gave me something to think about beyond the usual sound bites of
solid success advice I normally might offer. Every case is different,
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and I would feel personally responsible if he were to follow my

advice and fail. I had a feeling he wasn't a natural entrepreneur, and

it wasn't just because he wasn't a young guy just starting out. I'm a

cautious optimist, but the cautious part comes first.

I have recommended that people start their own businesses when

the situation warrants it - I've seen their work ethic, their drive,

their passions and their tenacity, and I know they've got what it

takes. Some people think they have it, but they don't. The people I

have advised to go into business for themselves have all succeeded.

But I haven't told every person to do it.

I told a young woman in real estate that she should go into

business for herself, and she did - the next day! Kim Mogull has

become very successful in New York City with her own real estate

company, and she still tells people the story of how she got started.

She didn't spend more than 24 hours getting to it. Another person I

knew was in the wrong business for him, which was on Wall Street,

and I finally told him he was beginning to look like a loser because

he wasn't very good at it and he was miserable. I asked him what he

liked to do and his answer had to do with golf. It took a few years of

coaxing, but he finally made the change and has become very

successful with his own golf business - and very happy at the same

time.

•••••••r,, · ~ 1~· '···

"You wilFr~'apwhat

you sow," rings true

again; And you will

be reaping it. A good

thing to think about.
I

- Donald}. Trump

WHY WE WANT You T o BE RICH

These two examples show that

1) you have to be good at what

you're doing, and 2) you have to

have the courage to take the leap

and go for it yourself. We all have

different timetables, but the

inclination has to be there.
One of the first things I tell

people is that being an
entrepreneur is not a group effort.
You have to be willing to go it
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alone for a certain amount of time - and sometimes for a long time.

Robert did not have an overnight success, but he kept at it, learned

along the way, and look where he is now. If you have the

determination, believe me, it is worth it.

The pride of ownership doesn't have to be explained. It probably

starts with our first bicycle. When something is yours, there's a built­

in loyalty factor to making it work well. In my case, my name is on

a lot of things, and my responsibility is to make sure the product

represents the highest quality possible. Those are my standards, and

I work and live accordingly. It's an integrity of purpose that is hard

to equal unless you have your own business.

I've heard people say of certain employees they meet or may

have, "They work as if the business were their own." They work with

such singleness of purpose, it's as if they were the owners. Singleness

of purpose is required if you want to have your own business - there

are no time limits to your work week, for one thing. It can be 24/7,

and ultimately, the responsibility is yours.

I like having that responsibility because I find it empowering. It

also givesme energy instead of enervating me. Some people will find

this pressure to be less than enjoyable, and if that's the case, I urge

them to remain employees.

The rewards of having your own business are certainly there to

be seen by all. That doesn't have to be explained. Once you've had

your own business, it's hard to go back to working for someoneelse.

It's just not the same, by any stretch of the imagination. It can be a

good incentive for working that much harder to remain the captain

of your ship. You can say each and every day, "The buck starts with

me - now, here, today!" It's a great feeling.

Having your own business is like growing a tree - it's a living

organism that goes through seasons and storms and beautiful summer

daysand winter blizzards, but it keeps on growing and is literally an
expression of yourself. That's one reason I'm so careful with the
quality controls of what I do. If something represents you, you want
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it to be the best representation you can possibly find or achieve.

Then you can even raise the bar on yourself and, believe me, you will
never be bored.

That's another great thing about havingyour own business. If you

are bored, you will have no one to blame but yourself, and that

situation won't last long. Some jobs are boring, and there's not much

you can do but leave them. With your own business, you are in

control, which equals more freedom.

Freedom is an interesting word because freedom comes with a

price. Most business owners will work many more hours than their
employees, but I've never heard an entrepreneur say they'd rather
be working for someone else! Ever!

We've all heard about expressing yourself, especially when it

comes to art or the arts. That also applies to business, which I see

as an art form as well. There are many things in common, including

discipline, technique, perseverance and so forth. But it's that

freedom of expression that makesbeing a business owner especially

great. If I have a vision of what I want to do, I go about making it
happen. I don't have to askanyone for permission, for one thing. It's

my ball game. Granted, I have to follow the laws of the area, zoning

and so forth, but the idea and the power to get it done resides with
me. That's a terrific feeling.

People feel inspired for a reason - inspiration is a motivator.

Frustration occurs when their inspiration is not attended to . If you

have the inspiration and are able to combine it with diligence and
focus, I would advise you to think about owning your own business.

The rewards are greater, and the old saying, "You will reap what you
sow," rings true again. And you will be reaping it. A good thing to

think about.

WHY WE WANT You To BE RICH
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Your View

Do you want to own your own business?

Why or why not?

What does "freedom" mean to you?

Two MEN. ONE MESSAGE
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CHAPTER TWENTY-NINE

LEADERS
ARE TEACHERS

Robert's View

There are many challenges ahead. Instead of followers, we need more

leaders.

Too many people with an entitlement mentality - people expecting

the government to handle their problems for them. This book was written

with the hope thatyou will become a leader.

What does it mean to be a leader? The following are three definitions to

consider:

1. Leaders are role models. When I was at the academy and in the

Marine Corps, much ofmy training in leadership focused on being

a role model - being someone my troops would look up to, being

someone who lived his life according to a higher standard.

Donald Trump certainly fulfills those criteria. In writing this book

with Donald, I was able to get to know a person I have respected

and looked up to for years. Just being in his presence has been a

lessonon how I want to live my life - to livelife according to higher

personal standards.

My poor dad advised me to live my life below my means. My rich

dad advised me to continually work to expand my means. Being ,

around Donald has inspired me to expand my means beyond what

I thought was possible for my life. And that is what true leaders do.
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They inspire you to go beyond what you think is possible for you.

I trust this book has inspired you to go beyond what you think is

possible for you, to live your life according to a higher standard.

2. A leader inspires you to be bigger than your doubts and fears.

My rich dad used to say, "Fear is the great divider. Fear is the line

between people who are cowards and leaders, failures and successes."

In my final days ofpreparation at the Marine Corps base at Camp

Pendleton, California, just before we were shipped to Vietnam, the

instructor pilot who trained me to shoot guns and rockets said,

"School daysare almost over.Soon, you will be in Vietnam. Youwill

soon be facing the toughest task a leader can face. Youwill soon be

asking your men to give up their lives so others may live. My

question to you is, are you willing to do the same?" After letting my

copilot and me think about his statement, he said, "Ifyou are willing

to give your life, you will find life. In a strange way, you are being

given an opportunity to face a point in life most people spend their

lives running from. You will enter a realm of life beyond life and

death."

There were several times during my year in Vietnam that I faced the

moment my instructor talked about - the moment in time when

I faced one of my greatest fears and went beyond life and death.

True leaders inspire

us to be bigger and

do th ings we are

afraid ofdoing.

- Robert T. Kiyosaki

WHY WE WANT You To BE RICH

Obviously, business and investing are

not life-and-death events. Yet, to be

successful, often you need to choose

between the death of the old you and

the birth of a new you. Many people

stop growing because they are afraid

of dying, the old identity refusing to

commit ego suicide, so life remains the

same as the world moves on.
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True leaders inspire us to be bigger and do things we are afraid of

doing.

Looking back on my life, I realize that for the new me to have

emerged, the old me had to die.

For example:

When I decided to become a rich person, the poorperson inside

ofme had to die.

When I wanted to become an entrepreneur, the employee inside

ofme had to die.

When I wanted to become a thin and healthy person, the fat

and lazy person inside ofme had to die.

A friend ofmine often says, "Everyone wants to go to heaven, but no

one wants to die." Spending the past two years around Donald has

inspired me to go beyond the old me and seek a life few people

experience.

3. Leaders have vision and teach others to see. I once read that

Winston Churchill could see 200 years into the future, I also read

that Dr. Buckminster Fuller could see a thousand years in the future,

Whether this is true or not, we all know people who cannot see past

tomorrow. We also know that Donald Trump can see tall gleaming

skyscrapers where others see only blighted, burned-out buildings.

That is what makes Donald a leader and a very rich man. He can see

what others cannot.

My rich dad taught me to see what others could not see. Repeating

an important lesson from this book, my rich dad taught me to see

the four different forms ofincome a real estate investor receives.

Two MEN. ONE MESSAGE
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INCOME
Posilive cash Row

ExP ENSES
Depr eciation

AssETS LIABIUTIF.5
Appreciation Amorti zation

As a young man, once I could see these four incomes with my mind, I

was then able to see how I could become a rich man. By teaching me to see

what others do not see, my rich dad gave me vision - a vision ofmy future.

When you compare that vision with the reality of investors who are

investing for the long term in mutual funds, you are empowered to see a very

different future. Again, repeating a very important lesson from this book:

Investing From Age 25 To 65 In Mutual Funds,

The Investor's Returns Look Like This:

Over 40 Years

Mutual Fund Company

Returns 80%

Risk 0%

Capital 0%

Investor

20%

100%

100%

Do you want to be an investor who blindly turns your money over to a

mutual fund company to invest for you, or do you want to be an investor

who takes control ofyour future by taking control offour different types of

income?

WHY WE WANT You To BE RICH J
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Leaders Are Teachers

Years ago, my rich dad did not give me money. Instead, he gave me the

power co see. That is what financial literacy is: the power to see with your

mind what your eyes cannot see.

As mentioned earlier in the book, in the world ofmoney, you ofien hear

the word transparency. Transparency means being able co see into

something. When a banker asks you for your financial statement, he or she

wants co look inside you or your company. Your financial statement is your

real-world 'report card.'

My rich dad, by being a great leader and teacher, gave me a vision ofmy

future, yet lett it up to me to determine my future. That is what great leaders

and teachers do. Great leaders can see and teach others co see.

It has been an honor for me co work with Donald Trump, a great leader

- a man ofvision and a great teacher - a man who teaches others co see.

- Robert T.Kiyosaki

Donald's View

In Summary

Robert and I have outlined and addressed someof the problems we

face as individuals and as a nation. We are both believers in looking

at the solution and becoming a part of the solution. I hope we've been

transparent enough to allow you to see how you might become part of

the solution as well.

As teachers, we know that we can offer you insights and some

guidelines, but that, ultimately, you will be responsible for yourself.

In fact, that's one of our goals.

I've always been big on focus, because focus is one of the
mainstays of effectively dealing witha problem, just as awareness is

the first step to progress. How can you fix a problem if you can't see

Two MEN • ONE MESSAGE
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Donald's Acknowledgements:

Working with Robert Kiyosaki and the Rich Dad team has been a
tremendous experience and an enjoyable one. Sharon Lechter, Robert's
partner and co-author, has been gracious as well as rock solid as a
collaborator, and I thank her for her help in weaving Robert's and my
similarities and differences together. Not an easy job, and a job well
done. Mona Gambetta has done a great job coordinating the launch of
the book. Robert, thank you for a wonderful experience - you're one of
a kind, and a very gifted teacher.

I'd like to thank my co-author, Meredith Mciver, for her attentiveness
as well as her good humor. With a schedule like mine, she needs it.
Rhona Graff is always there to help us, and I'd like her to know it's
greatly appreciated.

To Michelle Lokey, thank you for your hard work on this project
from the beginning, and to Allen Weisselberg, thank you for your insight
and help with the educational impact of this endeavor. Many people
don't know you were a high school teacher at the start of your career
before you became the CFO of the Trump Organization. They will now.
To Keith Schiller, your vigilance and your thoughtfulness is appreciated
by everyone. Kacey Kennedy, thank you for your help with the photo
coordination.

ToWilliam McGorry and Cevin Bryerman at Publisher'sWeekly, and
their entire team, thank you for your enthusiasm and support from the
very beginning of Robert's and my collaboration. You've been terrific.

And to my readers, it's been great spending time with you. Keep
learning, keep moving forward, and keep thinking big.

WHY WE WANT You To BE RICH
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Robert's Acknowledgements:

It has been an honor and a dream come true to work with Donald
Trump and his team. He is indeed an icon of our times. While
demanding excellence in all he does, his graciousness and respect for
those who work for him is paramount. I have learned so much from him,
expanding my own reality of what is possible in the process. His team
is a reflection of him in their dynamic attitudes and tremendous support.

Getting to know Meredith Mciver and working with her has been a
true pleasure. Her classic elegance is matched only by her talent and
creativity. Michelle Lokey has been incredibly supportive in moving this
joint venture along by working with Michael Lechter, attorney to
attorney. Powerful women in their own right, I thank both Meredith and
Michelle for taking a personal interest in this project.

I also want to thank Keith Schiller and Rhona Graff for their ongoing
enthusiasm and kindness throughout this past year. In addition, it was a
pleasure meeting Allen Weisselberg, CFO of the Trump Organization,
and learning of his shared passion for the need for financial literacy for
young people.

A special thank you to my partner and co-author Sharon Lechter for
once again molding my words and creating a readable text. Her talent for
combining my style with Donald Trump's makes this book unique in its
style and impact. Her knowledge of publishing is incredible and her
vision for this project has helped us in forging a new path in the
publishing world.

Mona Gambetta has been a tremendous help in driving the
production and promotion of this book. Her enthusiasm is only surpassed
by her never-ending dedication to excellence. And then there are those
who make it all come to life. Melanie Wilke and Kevin Stock take our
vision and create a graphic reality that exceeds what we envision.

I would also like to thank the team at Publisher's Weekly for their
guidance, wealth of knowledge and experience and, most importantly
their enthusiasm. William McGorry, Cevin Bryerman, Hannah Volkman
and Rachel Deahl in particular have been instrumental in their support.
A personal thank you to Cevin for your mentorship throughout this
project.

And most importantly, I thank you for your interest in your own

financial education and for reading this book.~~.
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