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Entrepeneurship: Process by which individuals pursue opportunities without regard of the resources they currently control
Characteristics of successful entrepreneur
· Passion for the business
· Product/Service focus
· Tenacity despite failure
· Execution intelligence

Myth 1: Entrepreneurs are born, not made
Myth 2: Entrepreneurs are gamblers
Myth 3: Entrepreneurs are primarily motivated by money
Myth 4: Entrepreneurs should be young and energetic
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Opportunity: favorable set of circumstances that creates a need for a new product/service
4 essential qualities of an opportunity
· Attractive
· Timely
· Durable
· Anchored in a product/service that creates value for the end user

3 ways of identifying opportunity
· Oberving trends ( Economic, Social, Technological, Political & Regulatory)
· Solving a problem
· Market gap
Qualities to recognize an opportunity
· Prior experience
· Cognitive factors
· Social networks
· Creativity
Chapter 3

Feasibility analysis: Process of determining if a business idea is viable
4 components
· Product/Service feasibility
· Product desirability
· 1. Ask questions to determine basic appeal of the product
· 2.  Administer a concept test
· Concept statement should be developed: 1 page description of a business that is distributed to people who are asked to provide feedback
· Product description
· Target market
· Why create this brand
· Special features
· Management team
· Product demand)
· Step 1: Administer buying intentions survey
· Conduct library, internet and gumshoe research
· Industry feasibility ( Industry and Target market attractiveness)
· Organizational feasibility ( Management prowess, resource sufficiency)
· Financial feasibility ( Startup cash needed, financial performance of other firms)

Chapter 5: Industry

Industry: Group of firms producing similar products or services

Environmental trends: P.E.S.T: Political, economic, social and technological
Business trends
5 forces model
· Threat of substitutes: substitutes supress profitability
· Threat of new entrants
· Barriers to entry
· Economies of scale
· Product differentiation
· Capital requirements
· Cost advantage
· Access to distribution channels
· Non-traditional barriers
· Management team
· Unique business model
· Domain name
· First-mover advantage
· Inventing new approach to industry

· Bargaining power of suppliers
· Supplier concentration
· Switching costs
· Attractiveness of substitutes
· Threat of forward integration
· Bargaining power of buyers
· Buyer group concentration
· Threat of backward integration
· Degree of standardization of products
· Buyer’s cost
· Rivalry among firms
· Number and balance of competitors
· Degree of difference between products
· Growth rate of industry
· Level of fixed cost
· Industries
· Emerging
· Fragmented
· Mature
· Declining
· Global
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Model: Plan or diagram that’s used to make or descibe something
Business model: model is a plan or diagram for how it competes, uses its resources, structures relationships, interface with customers and creates value to substain

Importance of business model
· Extension of feasibility. “Does this make sense”

Components of business model
· Core Strategy
· Mission statement
· Product/market scope
· Basis for differentiation
· Strategic Resources
· Core competencies
· Strategic assets
· Partnership network
· Suppliers
· Other key relationship
· Customer interface
· Target customer
· Fulfillment and support
· Pricing structure


Chapter 8: Financial management
Questions to ask: 
How are we doing? Are we making money
How much cash do we have on hand,how much de we owe?
Are we efficiently utilizing our assets
Financial Objectives of a firm:
· Profitability: Ability to earn a profit
· Liquidity: Ability to meet short term financial obligations
· Efficiency: Productively using assets to generate profit
· Stability: Strength and vigor of overall financial posture
Importance of financial statements: Assess whether financial objectives are met and measure financial health.
Forecast: estimate of a firm’s future income and expenses based on historical performance, current circumstances and future plans
Budget: Itemized forecast of a company’s income, expenses and capital needs. Good for financial planning and control.
Financial ratios: Depict relationship between items on a firm’s financial statements

1. Preparation of historic financial statements
a. Income statement
b. Balance sheet
c. Statement of cashflows
2. Preparation of forecasts
a. Income
b. Expenses
c. Capital expenditure
3. Preparation of pro-forma statements
a. Income statement
b. Balance sheet
c. Cash flow statement
4. Ongoing analysis of financial results
a. Comparing results to plan
b. Comparing results to industry norm
Ratio analysis: most practical way to interpret and make sense of a firm’s financial statements
Sales forecast are based on
· Historical sales
· Current production capacity and product demand
· Factors influencing capacity and demand

Chapter 9 Building new venture team
New venture team:
· Group of founders, key employees and advisers that form new venture into fully functioning firm
· Team isn’t built in one shot. Progressively as firm gets money to hire staff

Liability of newness:
· New firms have a high propensity to fail
· Failure rate is due to the liability of newness of the firm and the lack of successful track record
· Assembling talented team helps firms overcome these limitations

Elements of a new venture team
· Founders
· Management team
· Key employees
· Board of directors
· Board of advisers
· Lenders and investors
· Others

Advantages of starting a firm in teams:
· Allows for founders to get more talent and resources
· Broadens the network of professional contracts
· Partners can offer eachother psychological support  and contribute to success
Disadvantages of starting in a team:
· Partners may not get along
· If partners are experts in the same field, they will duplicate and not complement each other
· Teams can disagree on work habits, style of management and ideas
· If members start as equal, conflict may arise when 
Heterogeneous teams are more efficient than homogenous ones

Preferred attributes of entrepreneurs
· Higher education
· Prior entrepreneurial experience
· Prior industry experience
· Network of contacts
Recruiting and selecting key employees

Board of directors:  corporations required to have a BoD
· Panel of members chosen by shareholders to oversee management of firm
· Made of inside and outside directors
· Role of BoD
· Declare dividends
· Appoint managers
· Oversee the affaires
· What a Board of directors can do to help a startup
· Provide guidance
· Provide legitimacy
Board of advisers:
· Panel of experts appointed by managers to provide counsel and advice on ongoing basis
· No legal responsibility
Lenders and investors: 
· Have vested interest in companies
· Provide guidance and advice
· Role
· Recruit customers
· Help arrange partnerships
· Serve on the board of directors
· Fine-tune business model
· Recruit key employees
· Service on boards of directors and advisers
Other professionals
· Attorneys, accountants,
· consultants
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Reasons most ventures need funding
· Cash flow challenges
· Capital investments
· Lengthy product development cycles

Alternatives for raising funds
· Personal funds: personal funds + sweat equity
· Friends and family
· Bootstrapping: cutting costs
Preparing to raise debt or equity
1. Determine how much money is needed
2. Determine the type of financing needed
3. Develop a strategy to engage potential investors or lenders ( Elevator pitch)

Sources of equity funding
· Venture capital. VC firms raises funds as the General Partner. They fund a lot less companies
· Business angels ( Invest between 10,000 and 500,000, expect 40% return)
· Initial public offering (IPO)
· Why go public?
· Fund current and future operations
· Raise public profile. Attract high quality customers
· Allow investors to earn a return
· Growth via acquisitions

Sources of debt:
· Banks
· Not practical for startups
· High risk aversion
· Banks interested in strong cashflows
· SBA Loan program
Other sources of debt financing
· Vendor credit: credit terms with other businesses
· Factoring: Selling accounts receivables
· Peer to peer lending
· Crowdfunding

Creative soures of funding
· Lease
· Paying owner to use an asset for a specific time
· Requires little down payment
· At the end can be purchased, stopped or renewed
· Leasing is more expensive than cash
· Private Grants
· Government grants
· Strategic partners
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Intellectual property: Any product of human intellect that is intangible and has a value on the market

Intellectual assets are increasingly important.
Determine if the intellectual property is:
· Directly related to the firm’s competitive advantage
· Has a value on the market
Common mistakes
· Not identifying all the intellectual property
· Not recognizing the value of the intellectual property
· Not protecting the intellectual property legally
· Not including intellectual property in the plan for success

Forms of intellectual property:
1. Patent: Grant from the government conferring to exclude others from production and sale
a. Must Be:
i. Useful
ii. Novel
iii. Not obvious to someone in the industry
b. Types of patents
i. Utility
ii. Design
iii. Plant ( for reproducing plants asexually)
2. Trademark: Word, name, symbol used to identify the source of origin of products and distinguish them
a. Provides customers with more information
i. Mcdonalds
ii. Apple
iii. Etc
b. Types of trademarks
i. Trademark
ii. Service mark
iii. Collective mark
iv. Certification mark
3. Copyright Form of intellectual property protection that grants the owner of a work the legal right to determine how the work is used to obtain the economic benefit from the work
a. Does not have to be artistic
4. Trade secret: Any formula, pattern, physical device, idea that provides the owner a competitive advantage in the marketplace
· Marketing plan
· Product formula
· Financial forecast
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3 things to do to prepare for growth
1. Appreciate the nature of business growth
2. Stick to core strategy
3. Prepare for growth

Reasons for growth
· Economies of scale 
· Economies of scope
· Market leadership
· Influence power, survivability
· Accomodate growth of customers
· Attract and retain talented employees

Warning signs for growing too fast
· Borrowing to pay routine expenses
· Over stretched staff
· Unanswered emails
· Decrease in quality
· Increase in complaints
· Tight profit margins
· Productivity falls

Stages of growth
· Introduction
· Startup
· Determine core strengths and capabilities
· Early growth
· Increased sales and heightened complexity
· Founder starts working on the business
· Increased formalization and procedures
· Continuous growth
· Formalization and structure
· Develop related products
· Make tough decisions
· Maturity 
· Sales reach peak. Little or no growth
· Manage efficiency
· Develop next generation
· Decline
· No invetible
· Business have adapted

Challenges to growth
· Managerial capacity problem
· Entrepreneurial and managerial framework
· Entrepreneurial: Generate new market, ideas
· Managerial: Administer routine tasks of the business
· Entrepreneurial require the help of managerial
· The administrative framework is not prepared for growth
· Day to day challenges with the business

Other managerial challenges
· Adverse selection: As the company grows, finding the right employees and place them in right positions is harder
· Moral hazard: As firm grows, new employees don’t have the ownership incentive to perform well and may not be as motivated

Managerial Growth constrained by:
· Socialization of new managers
· Managerial motivation
· Adverse selection
· Moral hazard

Day to day challenges
· Cash flow management
· Price stability
· Quality control
· Capital constraints
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Internal Growth strategies
· New product development
· Other product-related strategy
· International Expansion

External growth strategies: 
· Mergers and acquisitions
· Strategic alliances and joint ventures
· Franchising
· Licensing

Internal growth strategies
· Pros
· Incremental, Paced growth
· Company in control of growth
· Maintain organizational culture
· Promote firm from within
· Promote internal entrepreneurship
· Cons
· Slow growth
· Need to develop resources
· If internal growth fails, difficut to recoup
· Adds to industry capacity
External growth strategies
· Pros
· Reduces competition
· Gain access to proprietary products
· Gain access to new products and markets
· Obtain access to technical expertise
· Economies of scale
· Diversified business risk
· [bookmark: _GoBack]
· Cons
· Incompatiblity of top management
· Clash of corporate cultures
· Operational problems
· Increased business complexity
· Loss of organizational flexibility
· Antitrust implications

Other Product-related strategy:
· Improve new product or service: increases revenues
· Increase market penetration: greater marketing efforts, increased production capacity
· Extend product lines: appeal to larger clientele
· Geographic expansion
International expansion: High potential, high complexity
Foreign market entrance
· Exporting
· Licensing: Selling property rights, earning royalties
· Joint ventures
· Franchising
· Turnkey project
· Wholly owned subsidiary

External Growth strategies
· M & A
· Franchising
· Licensing: Granting permission to 3rd party to use intellectual property and charge royalties
· Technology licensing
· Merchandise and character licensing
· Strategic alliance: 2 firms partner to achieve a specific goal. Does not create a new entity. Technological alliance, marketing alliance
· Joint venture: New entity created by 2 firms pooling their resources
· Scale joint venture
· Link joint venture

Strategic Alliance and Jont venture advantages
Pros
· Gain access to specific resources
· Economies of scale
· Risk and cost sharing
· Gain access to foreign market
· Learning Speed to market
· Neutralizing or blocking competitors
Cons
· Loss of proprietary information
· Management complexities
· Financial and organizational risk
· Risk of becoming dependent of a partner
· Partial loss of decision autonomy
· Loss of organizational flexibility


Social Entrepreneurship

Social entrepreneurship signals the imperative drive to social changes and potential payoff that benefits society
Finding a subpar equilibrium. Social entrepreneurs are inspired to alter the unpleasant equilibrium

Entrepreneurs and social entrepreneurs are motivated by the opportunity they identify, pursuing their vision and getting psychic reward from realizing their ideas
Social entrepreneur doesnt anticipate to create substancial financial profit. He aims for value in the form of large scale transformational benefits

Social entrepreneur has 3 components
· Identifies stable yet unjust equilibrium that excludes, marginalizes or suffers a segment of humanity
· Developing a social value proposition to challenge the unfair equilibrium
· Forcing a new equilibrium that allieviates the suffering of the targeted group

Social entrepreneurship is different from social service provision and social activism, yet activism can be part of a social enterprise


Succession planning
· Less than 10% of family owned businesses ( FOB) survive into the 3rd generation
· Poor succession is often source of problem
· Successful succession= positive performance, viability and satisfied shareholders
Factors leading to successful succcession
· Relationship between incubent and successor
· Incubent motivation:  need to overcome anxiety. Must face fears of losing control and identity
· Incubent personality and needs: ability to delegate and let successor make deicions. Need to have a mentoring attitude toward successor
· Successor motivation: a willing and fully committed successor is vital
· Nurturing and development: train successor to acquire knowledge, capabilities and legitimacy
· Career development: early exposure to the business
· Outside work experience: helpful for the success
· Apprentice ship
· Formal Education: positive correlation with smooth transition
Ground rules
· Succession must be planned in advance. Time frame of succession as well
· Shared vision is essential for effective succession
· Family Harmony
· Phasing in and out

Selecting successor:
· Consultant or outside board member to help choose
· 
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