Chapter 5

The Nature of Entrepreneurship
· Entrepreneurship is risk taking behaviour that results in new opportunities
· Entrepreneur is willing to pursue opportunities in situations others view as problems or threats
· They have…
· Internal locus of control (control their own destiny)
· Passion and action orientation
· Flexibility
· High need for achievement
· Self-reliance and desire for independence
· Tolerance for ambiguity 
· Self confidence
· High energy level
· Childhood experiences and family environment makes a difference
· Necessity-based entrepreneurship takes place because other employment options don’t exist
· Social entrepreneurship seeks ways to solve pressing social problems 
· Social enterprises have a social mission to help make lives better for underserved populations 

Entrepreneurship and Small Business 
· Small business has fewer than 100 employees, is independently owned and operated, and does not dominate its industry
· You can buy an existing one, or buy and run a franchise – one business owner sells rights to another to operate the same business in another location 
· Internet entrepreneurship is the use of internet to pursue an entrepreneurial venture - ABCFIRMS
· Advertising – information and services with advertisements (Yahoo)
· Brokerage – bringing buyers and sellers together (eBay)
· Community – providing a meeting point (Facebook)
· Freemium – offering free services (Skype)
· Infomediary – giving free services in exchange for information (Yelp)
· Referral – providing listing of people to refer to (Shopzill)
· Merchant – selling products through web (Amazon)
· Subscription – access to high value content through subscription (The Globe and Mail)
· Family business is owned and controlled by members of a family
· Family business feud happens when members disagree on how to run the business 
· Succession problem is the issue of who will run the business when the current head leaves
· Succession plan describes how the leadership transition will be handled
· Small businesses fail due to…
· Lack of experience
· Lack of expertise
· Lack of strategy and strategic leadership
· Poor financial control
· Growing too fast
· Insufficient commitment 
· Ethical failure 
· These difficulties can be managed through participation in a business incubator 
· Incubator – special facilities that offer space, shared administrative services, and management advice at reduced costs
· Goal is to help new businesses become healthy enough to survive on their own

New Venture Creation
· First-mover advantage comes from being first to exploit a niche or enter a market
	Birth
	Breakthrough
	Maturity

	- Establishing the firm
- Getting customers 
- Finding the money
- FIGHTING FOR EXISTENCE AND SURVIVAL
	- Working on finances 
- Becoming profitable
- Growing 
- COPING WITH GROWTH AND TAKEOFF
	- Refining the strategy
- Continuing growth
- Managing for success
- IVESTING WISELY AND STAYING FLEXIBLE


· Stages of an entrepreneurial firm…

· Business plan describes the direction for a new business and the financing needed to operate it 
· You should include
· Executive summary
· Industry analysis
· Company description
· Marketing strategy 
· Sole proprietorship – individual pursues a profit
· Partnership – two or more people agree to contribute 
· General partnership – share responsibilities
· Limited partnership – one or more partners who do not participate day-to-day
· Limited liability partnership – limiting the ownership of one partner
· Corporation – legal entity that exists separately from its owners
· Grant organizations certain legal rights 
· The corporation becomes responsible for its own liabilities 
· Limited liability corporation – hybrid business form combining advantages of the sole proprietorship, partnership and corporation   
· Debt financing involves borrowing money that must be repaid over time, with interest
· Equity financing involves exchanging ownership shares for outside investment monies 
· Other alternatives
· Venture capitalists make large investments in new ventures in return for an equity stake in the business
· [bookmark: _GoBack]Initial public offering (IPO) - initial selling of shares of stock to the public at large
· Angel investor is a wealthy individual willing to invest in a new venture in return for equity in a new venture
· Equity-based crowd funding new ventures go online to sell equity stakes in their businesses to crowds of investors 
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