COMM 320 – Midterm Exam Notes 

Theme 1: 

Entrepreneurship: 
· Advantages: 
· Independence and flexibility (balance)
· Financial rewards (unlimited earnings potential)
· Enjoyment
· Challenge
· Disadvantages: 
· Risk (majority fail in first three years)
· Stress (on self and family)
· Working hours (long unscheduled hours)
· Lack of skills (different aspects)
· Financial rewards (paid less)

Managerial Vs. Entrepreneurial decision-making:
· Administrative domain: the way managers make decisions (managerial style)
· Entrepreneurial domain: the ways entrepreneurs make decision 
1) Strategic orientation: depends on perception of opportunities (planning/measuring performancemanagerial)
2) Commitment to opportunity: vary in length of commitment
· Entrepreneurial: need action, short window, assume risk, few constituencies 
· Managerial: slow to act, commit long time need to reevaluate (problem)
3) Commitment to resources:
· Entrepreneurial: commit resources periodically (intervals), based on objectives, difficult to obtain (maximize), multistage commitmentsmall exposure to each stage of business development
· Managerial: commit total amount needed, respond to rewards offered, and effectively administrate resources (personal reward)
4) Control of resources:
· Entrepreneur: pressure to limit resource, strive to rent on an as-needed basis
· Managerial: strive to accumulate as many resources due to rewards on resource administration and avoid periodic use ( more power, status, and higher financial rewards)
5) Managerial Structure:
· Entrepreneur: employs flat organizational structure, informal networks
· Managerial: Organizational structure formalized (hierarchical), clearly defined line of authority and responsibility 


Types of Start-ups:
1) Cottage company: 
· Small venture, privately held 
· 10 or less employees
· Revenues smaller than 1 mil
· Little growth
· Growing popularity50% of employment Canada
2) Lifestyle Firm:
· Privately held
· Modest growth
· Supports the owners
· Revenue approx. 2 mil
3) Foundation Company:
· Created from R&Dfoundation for new business area
· 5-10 year growth = 40-400 employees 
· $10-20 million annually
· Rarely go public private investors only 
4) High-Potential Venture: 
· Receives greatest investment interest and publicity
· Starts like foundation but grows faster
· 5-10 years = 500 employees
· Revenues= $20-30 mil 
· Gazelles: very high growth ventures

Entrepreneurs and small business role in economic development: 
· Employ more people, create more jobs, generate more innovation
· Small business and entrepreneur are directly linked 
· Entrepreneurs bridge gap between innovation & job creation 
· Entrepreneurs continuously innovate (new opportunity + growth)

Entrepreneurial Careers and Education:
· Childhood: need achievement, focus of control, risk taking, gender identity 
· Employment: higher probability of success if in field of work experience. Negative displacement encourages new venture 
· Adulthood: impacts women more (start later stages in life)
· Work Situation: sacrifice almost everything, source of self-esteem

The Intrapreneur non-traditional entrepreneur: 
· Intrapreneurship: entrepreneurship within an existing organization
· Bridge gap between science and marketplace 
· Financial resources, Business skill innovation, Marketing & distribution commercialize innovation successfully 
· Problem: bureaucratic structure, short term profit emphasis
· Solution: Intrapreneurial spirit: strategic business units (SBUs)
· Stimulating individualsself actualizationcapitalize 

Theme 2:
Entrepreneurial Mindset: 
· Commitment, determination, perseverance 
· Drive to achieve
· Opportunity orientation (focus on opportunity rather than resources, structure or strategy) + (constant awareness of opportunity in everyday life)
· Initiative and responsibility 
· Persistent problem solving (simple problems are boring)
· Seeking feedback (quick learners)
· Internal locus of control (control own fate)
· Tolerance for ambiguity (face uncertainty, lack of original structure)
· Calculated risk-taking (get odds in their favor and avoid uncertain risks)
· Integrity and reliability (build and sustain trust and confidence)
· Tolerance for failure (use failure as learning experience)
· High energy level (even when workload is heavy, and stressful demands) 
· Creativity and innovativeness
· Vision (know where you want to go)
· Self confidence and optimism (constant belief in ability)
· Independence 
· Team building 

Entrepreneurship interaction of skills: Inner control, risk taking, innovation, planning, goal setting, reality perception, use of feedback, decision-making, human-relations, independence

Exude passion (Draw people):
1) Be genuine in your excitement
2) Redefine rejection as learning
3) Convey personal successes
4) Empathize with others 

Confrontation with risk: 
	
	- Low 
	- High

	- Low
	- Avoid risk
- Seek activity
	- Accept risk
- Seek activity

	- High
	- Avoid risk
- Seek profit 
	- Accept risk
- Seek profit 


· Profit motive: the desire for monetary gain/return from venture
· Typology of entrepreneurial styles:
        Level of personal financial risk

Level of
Profit
Motive


Types of risk:
1) Financial risk: personal bankruptcy
2) Career risk
3) Family and social risk (lack of energy and time)
4) Psychic risk
Entrepreneurial stress: result of personality structure (Type A)

Sources of Stress:
· Loneliness (long hours, isolated from confidants)
· Immersion in business (no vacation time)
· People problems (frustration, disappointment, aggravation) 
· Need to achieve (try to accomplish too much and end up dissatisfied)

Dealing with stress: Boyd & Gumpert suggestions 
· Clarify causes of stress
· Acknowledge its existence 
· Develop coming mechanisms
· Explore unacknowledged personal needs 

Six ways to cope with stress:
· Networking (reduce loneliness)
· Getting away from it all (holidayself renewal)
· Communicating with employees (personal touches)
· Find satisfaction outside company (new passions)
· Delegating (gain time to alleviate stress)
· Exercising rigorously (running increases sales, intrinsic and extrinsic rewards and weightlifting increases intrinsic rewards)

Entrepreneurial Ego:
· Overbearing need for control (implication on networking due to need for own terms)
· Sense of distrust (alert to competition and customers, continuously scan environment, act before othersdistort reasoningdestructive actions)
· Overriding desire for success (succeed in spite of the odds, demonstrate achievementhuge buildingdestructive)
· Unrealistic optimism (leads to a fantasy approach, ignore trends and facts)

Main sources of entrepreneurship mind-set information:
1) Publications
2) Direct observations 
3) Presentations/case studies 

Theme 3:

Identifying your industry, the target sector in the industry and type of business: 
1) Identify the industry you want to enter based on: experience, education, family connections, and personal interests
2) Select sector of industry where opportunity strikes
3) Determine the type of business with the greatest potential (product, system, service) 

Decide which market to enter based on: 
· Work experience (position, type, depth)
· Education experience (university skills gained)
· Family experience (family business, experience gained, source of finance, access to channels and supplies)
· Personal business goals (long-standing goals of innovator/entrepreneur)
Correspond with characteristics of target industry and sectors within the industry
· Potential venture ideas: {Product, system, service, hybrid}opportunity
· Must integrate internal with external factors (market demand, trends)
· Find industry with positive characteristics build enterprise that capitalizes on them and your internal factors

The potential target industry: 
· Look for positive indicators in:
· Size, growth rate, profitability
· Concentration and intensity of competition
· Life cycle stage (industry’s/sector’s)
· Barriers of entry
·  (
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Exception: system and service (not products) can have opportunities at all stages of the life cycle (not just in the sweet spot) if they can provide:
· Cost-saving production methods
· Operating efficiencies 
· Imaginative marketing concepts
· Customer-pleasing product innovation
· Provide any of the above and success can strive at any stage
Barriers to entry: capital (R&D), time, manufacturing (machines), marketing

Environmental scanning can be used to design a business:
· Security: after 9/11 security companies were in need
· Health: baby-boomers are getting other can use home healthcare
· Energy: as oil prices go up alternatives are needed
· Government regulations: exploit them (financial reporting software)


Theme 4:
Business plan:
· Essential to raise money and assist in management of company
· Is a written document that describes the internal and external elements in a new venture
· Combination of relevant functional plans
· Types of functional plans: financial, marketing, human resources, productions and sales
· Addresses both short and long-term decision making for the first 3 years
· Where am I now? Where am I going? How will I get there?
· External factors: regulations, competition, social changes, new technology…
· By writing his own plan, an entrepreneur can learn much about his business 
· Lawyers, marketers, accountants and engineers inputs may be of use 
· Usually read by employees investors, bankers, venture capitalists, suppliers, customers, advisers and consultants (must satisfy everyone’s needs)
· Should look at the business from three different points of view
· The entrepreneur’s (full understanding of business and technologies)
· The customer’s (review the products marketing)
· The investor’s (sound financial projections)
· The business plan should not only be used to start the business but should be updated frequently and used to direct the entrepreneur throughout 
· Helps determine viability of venture in its designated market
· Important tool to help obtain financing
· Should make all readers from non-professional institutions sign a non-disclosure agreement to protect the business idea 
Investor criteria to a sound business-plan:
· Clearly communicated business model
· Proof that the business model makes sense (from experts in the field)
· Strong management team and board of advisors
· Realistic financial projections (don’t overestimate sales and profits)
· Very little salary to the entrepreneur
· An investment in the company from the owner 
· Clear marketing plans and accurate startup costs
· An appreciation for the lenders needs
· An exit strategy 
· Enthusiasm
Starting a business plan:
· Before starting an entrepreneur must take all other opportunities into consideration and decide is this is the one he truly wants to pursue (financially and emotionally)
· Than he must conduct market and industry research to identify his competition. He should start broadly and narrow it down gradually 
· Operations information:
· Location: accessibility to customers suppliers and distributers
· Manufacturing: identification of machine and assembly operations
· Raw materials: suppliers names, addresses, and costs  
· Equipment: listed with costs (purchased or leased)
· Labor skills: skills needed, pay, where to obtain skilled labor
· Space: total amount should be identified (owned or leased)
· Overhead: each item needed to support manufacturing
· Financial information: possible expenditures in first year, and list of all revenue sources including sales and external available funds (attain estimates from other companies in the market)
· Use Internet as a resource: online audience not only increased but represents a much broader cross-section of consumers
· Entrepreneurs will have to write more than one plan, or edit it to satisfy different parties, at the least an investor will write a:
· Snapshot plan: used to get investors attention (concise, written to sell15-50 pages)
· Short sentences and simple words
· Headers to separate text and draw attention to key points
· Use white space between sections or points
· Use lists, bullets, pictures, graphs, and diagrams
· Never exaggerate or lie
· Master plan: comprehensive plan. Investors will eventually ask to see this. Not only to attract investors, but should be used as an operations manual.
· Develop a plan for writing the plan (if not it can be overwhelming)
The Business Plan:
· Introductory page: cover page that provides brief summary of the plan’s contents (name, number, email and website) + a paragraph describing the company and nature of the business, the amount of financing needed and a statement of confidentiality of the report. 
· Executive Summary: prepared after the plan is written and concisely summarizes it (stimulate the interest of potential investors)
· Environmental and industry analysis: trends and changes occurring on a national and international levels (economy, technology, legal concerns, industry demand, and competition) **usually uncontrollable**
· Description of venture: should be detailed. This will enable investors to ascertain the size and scope of the business. Should begin with the mission statement. Include the product offered, location, size, equipment and history.
· Production plan: describe complete manufacturing process including subcontracts, location, price etc. 
· Operations plan: describes flow of goods and services from production to the customer. Includes inventory, storage, shipping, control procedures, and customer support.
· Marketing plan: describes how products will be distributed, priced, and promoted. Research evidence to support critical marketing decisions and strategies as well as forecasting sales (project profitability)
· Organizational Plan: describes the venture’s form of ownership (proprietorship, partnership, or corporation). 
· Management team and human resources: what management help is needed, who is to provide it, and how will it help. 
· Assessment of risk: 
· Potential risks to new venture
· What may happen if these risks become a reality
· Strategy to employ, prevent or minimize risk
· Ways to identify risk; Porters five forces model:
· Rivalry among competitors
· Threat of new entrants
· Supplier power
· Buyer power
· Threat of substitutes  
· Financial plan: determines the potential investment commitment needed for the new venture and indicates whether the plan is economically feasible. 
· Appendix: contains backup material (references should be made in the plan)
Using and implementing the plan: 
· The plan should be used to guide entrepreneurs through the first year of operations. Should have control points to measure progress. 
· Profit and loss, cash flow projections, inventory, production, quality, sales accounts receivable, and disbursements should be checked monthly to measure progress.
· The plan should be updated according to changes in the market. Should be updated at least twice a year. 
Why some businesses fail:
· Unreasonable goals set by entrepreneur
· Goals are not measurable
· Has not made a total commitment to the business 
· Entrepreneur has no experience in the planned business
· No sense of potential threats or weaknesses to the business
· [bookmark: _GoBack]No customer need was established for the proposed product or service

Theme 5:


3.1: Entrepreneur:
· Primary motives: independence, opportunity to create and MONEY
· Time orientation: survival and achieving 5-10 years growth business
· Activity: direct involvement
· Risk: moderate risk takes
· Status: not concerned about statues symbol
· Failures and mistakes: deals with mistakes and failures 
· Decisions: follows dream with decisions
· Who serves: self and customer
· Family history: entrepreneurial small-business, professional, or farm background
· Relationships with others: transactions and deal making and basic relationship

3.2: Six Themes of Desirable and Acquirable Attitudes and Behaviors

1) Commitment and Determination
· Requires personal sacrifice 
· Commitment can be measured through willingness to invest ones net worth and willingness to take a cut in pay and through sacrifices in lifestyle and family
· The desire to win does not equal the will to never give up
· Entrepreneurs are intensely competitive
· The best direct all competitive energy toward the goal and external competitions
· Entrepreneurs that get caught up in competing with peers destroy team cohesion, spirit, and the team


2) Tolerance of Risk, Ambiguity, and Uncertainty
· successful entrep. Balance contradictions
· risk money and reputation
· not gamblers, take calculated risks
· manage risk by spreading 
· Partners put up money, customers make advance payments, suppliers advance credit
· Limit the risks by defining and strategizing their ends and by controlling and monitoring their means
· Tolerate ambiguity because comfortable with conflict
· Maximize the good “higher performance” results of stress and minimize the negative reactions of exhaustion and frustration
· Motivation-organizational fit: those who are task oriented (entreps) opt for the following roles because of the corresponding motivations: 

	Role 
	Motivation

	Individual Achievement
	Desire to achieve on ones own efforts and personally cause success

	Risk Avoidance
	Desire to avoid risk and leave little to chance

	Seeking Results of Behaviour
	Desire for feedback

	Personal Innovation
	Desire to introduce innovative solutions

	Planning and Setting Goals 
	Desire to think about the future and anticipate future opportunities 



3) Creativity, Self-Reliance and Ability to Adapt
· High levels of uncertainty and rapid rates of change require fluid and highly adaptive forms of organization that can respond quickly and effectively
· Successful entrepreneurs believe in themselves
· Believe that their accomplishments and setback lie within their own control
· Historically: viewed as an independent, highly self-reliant innovator and champion  
· Modern: seek and take initiative, put themselves in situations they can be personally responsible for the success of failure of 
· Have insatiable desire to know how well they are performing
· Actively seek and use feedback to learn from their mistakes 
· Classified as excellent listeners and quick learns
· Not afraid of failing 
· More intent on succeeding 
· “Success covers a multitude of blunders” –GBS
· People who fear failure will neutralize whatever achievement motivation they possess, they tend to engage in a very easy task or participate in a difficult one as long as they cannot be held personally responsible if they don’t succeed
· Successful entrepreneurs Learn from failures 

4. Opportunity Obsession
· Obsessed first with opportunity, not with the money, resources, or contacts
· Constantly thinking of new ideas by watching trends, spotting patterns and connecting dots to mold a unique enterprise
· Rely heavily on their own previous experiences to come up with their breakthrough opportunities
· Entrepreneurs credo: think opportunity first and cash last
· Opportunity mind-set: how to create it, shape it, mold it, fix it
· What and how can we change the product or service to make it go right?
· What do we have to offer to become superior, dominant product or service?


5. Motivation to Excel
· Self-starters driven internally to compete against their own self-imposed standards to attain challenging goals
· Low need for status and power 
· Derive personal motivation from the challenge and excitement of creating and building enterprises
· Driven by thirst for achievement rather than power/status
· Ironically their accomplishments give them power as a result of their activities
· Having goals and direction helps define priorities and provides measures of how well they are performing
· Objective way to keep score is money (changes in profits, sales and stock price)
· Successful entrepreneurs Insist on the highest personal standards of integrity and reliability – they do what they say they are going to do
· Have a keen awareness of their own strengths and weaknesses and those of their partners and competitors 
· They are realistic about what they can and cannot
· Have “veridical awareness” / “optimistic realism”
· Believe in themselves, can personally affect their outcome 
· This attribute is consistent with achievement motivation (the desire to take personal responsibility and self-confidence)

6. Leadership
· Self-starts
· Internal locus of control with high standards
· Patient leaders, instill tangible goals
· Once a learner and a teacher, a doer and a visionary
· Building enterprise requires the patience to stick to the task for 5-10 years 
· Capacity to exert influence without formal power 
· Know when to use logic and when to persuade
· Adept at conflict resolution
· Success comes when the entrepreneur is a mediator - a negotiator rather than a dictator 


3.3: Three Steps to Industry Analysis

Step 1: Correctly Identify the Industry 
· name and correctly describe the industry
· North American Industry Classification System (NAICS) is a good place to begin
· Provides common industry definitions for US, Canada, Mexico and groups the economic activities of specific companies into specific industries and industry subsectors 
· Helps to evaluate industry size, customer demand, and competitive market share…

Step 2: Determine Market Size, Growth, and Profitability in a Sector
· examine market size, growth and profitability across a range of crops for instance
· you should define and identify your sector more narrowly
· provide some more specific insight into your industry niche
· Fortune Magazine reports profits and profit growth for single and 5-year periods for various industries
· Serves as a useful benchmark for assessing the relative attractiveness of your target industry
· Remember that yesterday’s profitable industries might not be the best one for today or in the future
· if you cannot find a aggregated report you can easily obtain the sales, profitability and balance sheet -> can calculate growth rates from that data

Step 3: Assess Industry Dynamics
· understand and assess the dynamics of the industry, the many forces at work in the industry that affect fortunes
· purpose of assessment: shed light on developments that make yours a favorable/unfavorable industry
· objectivity is essential for assessment -> “screening factors”
1) Market Growth: determine the rate of growth for the industry sector you identified above
2) Industry Profit Potential: use aggregate figure from Fortune or Yahoo!Finance
3) The Industry’s rate of technological change and innovation: watch news stories, product announcements, customer applications, specialized industry publications, news stories on industry leaders
4) The volume of venture financing to startups in the target industry/sector: identify areas of commercial growth and opportunity. Venture Capitalists do this for a living so follow their money trail -> good indicator of where growth is anticipated 
5) Strong, clear channels to markets that are receptive to new product/service innovations: small firms can align themselves with giants, can provide corporate investment, credibility with customers
6) The concentration and intensity of competition: every venture will have competitors but prefer them to not be market leaders (spend lots on R&D). Must also note offshore players that affect price and therefore profitability 
7) Poor access to key supplies and suppliers: be careful for major competitors that have “locked up” their suppliers and created a barrier to entry. You have to actually ask whether or not suppliers are open to cooperate with you
8) Concentrated customer power: who has the power in your sector, customers or producers? If Walmart is your customer know they will be a price taker.
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