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Transcript
 
      But what he is really famous for turns out to be the Spin Pop. And what I want you to do is to think about America: a
country so lazy that people need a battery-operated lollipop. Think about that for a moment. You are so lazy you are not going
to turn the lollipop. You need a battery. And you all are laughing at this product, but John sold 100 million of these devices. For
$3 million, he had them all manufactured in China, and it was all terrific. Think about that, 100 million. And he sold the company
for a very large price to Hasbro. And again, he went off.
 
      And he discovered what we all discovered, that golf sucks. Golf is a short-term kind of a thing where you think you're going
to improve, you never do. And he and his team got a little bored, so they said, "Well, what do we know?" They said, "We know
small battery-operated electrical motor driven things you can put in your mouth. What do we do? And we have this relationship
with a Chinese partner that's been unbelievably productive for both parties, and we know something about distribution. So what
should we do, and how should we do it?" And the first thing I want to bring up is, John had written down a list of 16 mistakes,
and these he would use at his speeches, "16 mistakes you don't have to make." Now, I know that no one in this crowd has
made any of these mistakes. So this is for people who are not represented here. And you can imagine, who made these
mistakes? Well, John made these mistakes. And he wrote them down. And he tried to design a company that wouldn't have
any of these mistakes. So I've just given you 6 out of the 16.
 
      But it was a very conscious process, about trying to say what's worked and what hasn't worked. We will come back to that
theme in a moment. Now, John and his colleagues went to Wal-Mart, and they observed the following. They said, on the one
end you have manual toothbrushes. There have been no innovations in manual toothbrushes for 100 years. On the other hand,
you have electric toothbrushes. That was the last innovation in the oral care market. But there seems to be some kind of gap
between these two, roughly the size of the Grand Canyon. So John thought, what if -- well, no, I'll stuff in two. One other thing,
he also noted that Braun, which made electric toothbrushes, seemed to have a profitable replacement business.
 
      How much does these three replacement heads cost? Okay. So the answer is $32. I want you to tell me what profit margin
you think they have. So this is the way to think about it. Whenever you have a business that has a very large profit margin, or
very high cost, it becomes a target. And so John took these two things, the gap between the manual toothbrush and the
electric, and the fact that people were making huge amounts of money and said, "What if I take the manual toothbrush and the
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electric lollipop and created a battery driven toothbrush?"
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