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Chapter 1
Entrepreneurship is attractive to people who live in low-income countries because they cannot find jobs, but also attractive to people in high-income countries because they are able to take advantage of opportunities.  
Misconception about business failings, there are over exaggerated numbers, and the people who did fail lack motivation is not there substantially.
Entrepreneurship: the process by which individuals pursue opportunities without regard to resource they currently control for the purpose of exploiting future goods and services
More simply: art of turning an idea into a business
Entrepreneur has to identify opportunities and put useful ideas into practice and requires creativity, drive, and a willingness to take risks.
Three reasons people become entrepreneurs:
1. Be their own boss
Does not have to mean that they are difficult to work with or want to work alone, but maybe because they had a long time ambition to own their own firm or because they are frustrated with working in traditional jobs
2.        Pursue their own ideas
Some people are naturally alert and when they recognize new ideas they want to see them happen
3. Pursue financial rewards
This is secondary to the fit two and often fails to live up to its hype. Sometimes the money does not even fulfill the feeling of seeing the success of your ideas
Characteristics of Successful entrepreneurs:
1. Passion for their business
Passion stems from the entrepreneur’s belief that the business will positively influence people’s lives. The process of starting a firm is extremely demanding so having passion is essential whether the organization is for-profit or non-profit
2. Product/Customer focus
No functions in the business will make any difference if a firm does not have good products with the capability to satisfy customers. It also involves the diligence to spot product opportunities and to see them through to completion
3. Tenacity despite failure
The possibility of failure exists because the entrepreneur is trying something new. Developing a new business idea may require a degree of experimentation before a success is attained 
4. Execution intelligence
The ability to fashion a solid idea into a viable business. Commonly, this is the factor that determines whether a start up is successful or fails
Common myths about entrepreneurs:
1. They are born, not made
This myth is based on the belief that people are genetically predisposed to be entrepreneurs. They are not born, whether someone does or does not has to do with environment, life experiences, and personal choices
2. Entrepreneurs are gamblers
The truth is they are usually moderate risk takers, like most people
3. They are motivated by money
Of course they seek money, however it is rarely the primary reason they start new firms and persevere
4. They should be young and energetic
The truth is it is fairly evenly spread out over age ranges. It is not the most important criteria to be energetic 
5. They love the spotlight
Some of them are flamboyant, but the vast majority does not attract public attention. Many of them in fact avoid public notice
Types of start-up firms:
1. Salary-substitute firms: small firms that yield a level of income for their owner or owners that is similar to what they would earn when working for an employer
2. Lifestyle firms: provide their owner or owners the opportunity to pursue a particular lifestyle and earn a living while doing so (ex: personal trainer)
3. Entrepreneurial firms: bring new products and services to the market, basically creating value for the customers. Value is worth, importance, or utility
Changing demographics of entrepreneurs: 
1. Women entrepreneurs
women entrepreneurs are increasing 
2. Minority entrepreneurs
Substantial increase in minority entrepreneurs, there are many organizations that promote and provide assistance which facilitates growth
3. Senior entrepreneurs
Substantial and growing and they have a lot of experience
4. Young entrepreneurs
High among young people, higher among girls, number of organizations available to help 
The entrepreneurial process: 
1. Decision to become an entrepreneur 
Many times, a triggering event happens and influences the person to become an entrepreneur (ex: losing job) 
2. Developing successful business ideas
It is crucial for the entrepreneur to develop an effective business model, industry analysis, and writing a business plan 
Business model: a plan or a recipe for how a firm creates, delivers, and captures value for its stakeholders
Business plan: a written document that describes all the aspects of a business venture in a concise manner
3. Moving from an idea to an entrepreneurial firm
Preparing ethical and legal foundation for a firm, including selecting an appropriate for of business ownership
4. Managing and growing an entrepreneurial firm
All firms must be managed and grown properly to ensure their ongoing success because of today’s competitive environment
Chapter 2
Difference between opportunities and ideas:
Opportunity: a favorable set of circumstances that creates a need for a new product, service, or business
Opportunity gap: the problem that the entrepreneur recognizes and creates a business to address the problem of fill the identified gap 
Four essential qualities of an opportunity:
1. Attractive. 
a. Will people like it. 
b. Do people need it.
c. Will i make money? 
d. Can we supply the demand? 
e. Scale it 
f. Competitors 
2. Timely
a. Is the timing right 
b. How long does it take to delivery or produce the service 
3. Durable: the idea has to last 
a. Products that are durable 
b. Is it sustainable over time 
c. Can competitors copy the service or the product fast 
d. 
4. Anchored in a product, service, or business that created or adds value for its buyer or end user 
a. How do people feel about the product or service? 

It is important to understand the difference between an opportunity and an idea. An idea is a thought but it may not meet the criteria of an opportunity. Not all ideas are great ideas. It is crucial to make sure that an idea fills a need and meets the criteria for opportunity. 


Three ways to identify opportunities: 
1. Observing trends
The first approach is to observe trends and study how they created opportunities for the entrepreneurs to pursue. The most important trends to follow are economic trends, social trends, technological advances, and political action and regulatory changes. Important to remain aware of changes in these areas.  
Economic forces: state of the economy, level of disposable income, consumer spending patters.  Economic trends help determine areas that are ripe for new start-ups and areas that start-ups should avoid. Need to know about your competitors, are you doing better? Are you perceived as better than them? Will we be perceived as a viable option? Perception is so important 
Social forces: social and cultural trends, demographic changes, what people think is “in”.
→ Demographics of Canada: 32,000,000 people in Canada etc. 
→ additional cost of coming into Canada- it’s a bilingual nation- in Quebec must be in French 
→ Primary target market vs. Secondary target market- primary at McDonalds would be kids and secondary would be adults 
Technological advances: new technologies, emerging technologies, new uses of old technologies
Political and regulator changes: new changes in political arena, new laws and regulation
2. Solving a problem
Recognize problems and find ways to solve them. Problems can be recognized when observing the challenges that people encounter in their daily lives. There are many problems that have yet to be solved 
a. Observe challenges people face 
b. Intuition 
c. Serendipity 
d. Change- there is a need for change.  

Many companies have been started by people who have experienced a problem in their own lives, and then realized that the solution to the problem represented a business opportunity. 

3. Finding gaps in the marketplace
There are many examples of products that consumers need or want that aren’t available in a particular location or aren’t available at all. A common way that gaps in the marketplace are recognized is when people become frustrated because they cant find a product or service that they need and recognize that other people feel the same way.

Look for products or services that are lacking in the market place.  A gap in the marketplace is often created when a product or service is needed by a specific group of people but doesn’t represent a large enough market to be of interest to mainstream retailers or manufacturers.   

ASK YOURSELF- why will you buy your product. 
Personal characteristics of the entrepreneur:
Opportunity recognition: the process of perceiving the possibility of a profitable new business or a new product or service
1. Prior experience
Several studies show that prior experience in an industry helps entrepreneurs recognize business opportunities. Although it is important, in most cases people outside an industry can sometimes enter it with a new set of eyes and can innovate in ways that people with prior experience might find difficult 
2. Cognitive factors
Opportunity recognition may be an innate skill or a cognitive process. This sixth sense is called entrepreneurial alertness, which is the ability to notice things without engaging in deliberate search. Alertness is largely a learned skill 
3. Social networks 
Social network affects opportunity recognition. People who build a substantial network of social and professional contacts will be exposed to more opportunities and ideas than people with sparse networks. 
Strong tie relationships: characterized by frequent interaction, such as ties between coworkers, friends, and spouses
Weak tie relationships: characterized by infrequent interactions, like between casual acquaintances 
More likely that an entrepreneur will get an idea through a weak-tie relationship because people with strong-tie relationships usually have like-minds
· Solo Entrepreneurs- those who identify opportunities on their own 
· Network Entrepreneurs- Those who identify ideas through social contacts. 

4. Creativity
Process of generating a novel or useful idea
Preparation to Incubation to Insight to Evaluation to Elaboration
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Preparation- Is the background, experience and knowledge that an entrepreneur brings to the opportunity recognition process. An entrepreneur needs experience to spot opportunities.
Incubation- Stage in which a person considers an idea or thinks about a problem.
Insight- Flash of recognition of the solution to the problem.
Evaluation- stage of the creative process during which an idea is subjected to scrutiny and analyzed for its viability.
Elaboration- stage in which the idea is put in final form. This is the point when the business plan is written. 
Techniques for generating ideas:
1. Brainstorming: the process of generating several ideas about a specific topic
2. Focus group: gathering of 5 to 10 people who are selected because of their relationship to the issue being discussed 
3. Library and internet research
4. Other techniques: customer advisory boards, day-in-the-life research
Encouraging New Ideas 

· Establishing a Focal Point for Ideas
· Some firms meet the challenge of encouraging, collecting, and evaluating ideas by designating a specific person to screen and track them—for if it’s everybody’s job, it may be no one’s responsibility.
· Another approach is to establish an idea bank (or vault), which is a physical or digital repository for storing ideas.
· Encouraging Creativity at the Firm Level
· Creativity is the raw material that goes into innovation and should be encouraged at the organizational and individual supervisory level.  
Chapter 3 
Feasibility Analysis
The process of determining if a business idea is viable; if a business idea falls short on one or more of the four components of feasibility analysis, it should be dropped or rethought.
A mental transition must occur when completing a feasibility analysis from thinking of a business idea as just an idea to thinking of it as a business 
Completing a feasibility analysis requires both primary and secondary research
Primary research: research that is collected by the person or persons completing the analysis
Secondary research: probes data that is already collected 
The key objective behind feasibility analysis is to put an idea to the test, by getting feedback from potential customers, talking to industry experts, studying industry trends, thinking through the financials, and scrutinizing it
These things help shape and mold the idea not only says if it is feasible 
1. Product/Service Feasibility Analysis
An assessment of the overall appeal of the product or service being proposed
Although there are a lot of things that have to be considered, nothing matters if the product or service does not sell

Two components:
a. Product/Service Desirability
Used to affirm that the proposed product or service is desirable and serves a need in the marketplace
Does it make sense? Is it reasonable? Does it take advantage of an environmental trend, solve a problem, or fill a gap in the market place? Is this a good time to introduce it? Fatal flaws?
The proper mind set at this stage is to get a general sense of the answers to these and similar questions rather than try to reach final conclusions 
Best way to find this out is to get out and talk to potential customers 
Concept test: involves showing a preliminary description of a product or service idea, called a concept statement, to industry experts and prospective customers to solicit their feedback. It is a one-paged document that gives a description of the product or service, the target market, and the benefits of the product or service, description of how it will be positioned in relation to competitors, and brief description of company’s management team.


· A concept statement should be developed.
· A concept statement is a one-page description of a business that is distributed to people who are asked to provide feedback on the potential of the business idea.
· The feedback will hopefully provide the entrepreneur: A sense of the viability of the product or service idea. Suggestions for how the idea can be strengthened or “tweaked” before proceeding further. 

b. Product/Service Demand
Used to determine if there is demand for the product or service and has three common methods to do so
1. Talking face-to-face with potential customers
2. Utilizing online tools such as Google Ad words to asses demand
3. Library, internet, and gumshoe research

2. Industry/Target Market Feasibility Analysis
An assessment of the overall appeal of the industry and the target market for the product or service being proposed 

There is a distinct difference between a firm’s industry and its target market; knowing this is very important 
· Industry: a group of firms producing a similar product or service, such as computers, airplanes
· Target market: the limited portion of the industry that it goes after or to which it wants to appeal. Most firms do not try to service an entire industry instead they select a specific target market and try to serve that group of customers really well 

Two components:
a. Industry Attractiveness
Industries vary in terms of their overall attractiveness. The top three factors are particularly important, which are industries that are young rather than old, are early rather than late in their life cycle, and are fragmented rather than concentrated are more receptive to new entrants than industries with the opposite characteristics 
b. Target Market Attractiveness
By focusing on a smaller target market, a firm can usually avoid head-to-head competition. The challenge is finding a market big enough to join but also small enough to be able to compete with competitors 
·  The challenge in identifying an attractive target market is to find a market that’s large enough for the proposed business but is yet small enough to avoid attracting larger competitors.
·  Assessing the attractiveness of a target market is tougher than assessing the attractiveness an entire industry.
·  Often, considerable ingenuity must be employed to find information to assess the attractiveness of a specific target market.

3. Organizational Feasibility Analysis
Conducted to determine whether a proposed business has sufficient management expertise, organizational competence, and resources to successfully launch 

Two primary issues to consider in this area:
a. Management Prowess
A business should evaluate the prowess, or ability, of its initial management team, whether it is a sole entrepreneur or a larger group 
This requires the individuals starting the firm to be honest and candid in their self-assessments 
This focuses on the passion that the person or team has for the idea and how much they understand the markets that the firm will participate in 
New venture team: group of founders, key employees, advisers that either manage or help manage a new business in its start up years
b. Resource Sufficiency
To determine whether the proposed venture has or is capable of obtaining sufficient resources to move forward
The focus is on nonfinancial resources and to identify which ones are the most important ones and assess their availability 
4. Financial Feasibility Analysis
The final component of a comprehensive feasibility analysis; A preliminarily financial assessment is usually sufficient or worth pursuing  
The most important issues to consider at this stage are total start up cash needed, financial performance of similar businesses, and the overall financial attractiveness of the proposed venture 

First screen is a template for completing a feasibility analysis. It is called First screen because a feasibility analysis is an entrepreneur’s initial pass at determining the feasibility of a business idea
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Chapter 4 –Developing an effective business model 
Business model: a firm’s plan or recipe for how it creates, delivers, and captures value for its stakeholders
· They are foundational to a firm’s ability to succeed both in the short and long term, especially when it is the first one to introduce a new product or service to customers
· It deals with the core aspects of how a firm will conduct business and try to succeed in the marketplace. The quality of the business model a firm develops, as well as the quality of how that model is executed, affect the firm’s performance in both long and short term
How well the different parts or elements of a business model fit together and are mutually supportive affects its quality. The best models are executed in ways that are difficult for competitors to understand and imitate. The greater the difference between a firm and its competitors, the stronger the likelihood a firm will competitively be successful
A firm should develop a business model that clearly specifies how the firm intends to be uniquely different from its competitors and create value for its stakeholders.
There are many business models, so it is important to know which one will most effectively match the value the firm wants to create for stakeholders. 
1. Standard Business Models
Depict existing plans or recipes firms can use to determine how they will create, deliver, and capture value for their stakeholders
Churn: the number of subscribers that a subscription-based business loses each month
When selecting a standard business model, an entrepreneurial venture believes that it can integrate the elements of that model uniquely as a means of creating value while competing against rivals 

· Common among successful startups: adopt a standard business model and build upon it in one or more meaningful ways to produce a new way of creating value 
· Disadvantage of subscription-based model is “churn” (number of subscribers lost each month) 
→ Types of Standard Business Models (view page 116 for more detail on each one)
· Advertising business model
· Auction business model
· Bricks and Clicks business model 
· Franchise business model
· Premium business model 
· Low-cost business model
· Manufacturer/ Retailer business model
· Peer-to-Peer business model
· Razor and Blades business model
· Subscription business model
· Traditional Retailer business model 



2. Disruptive Business Models
Rare models that do not fit the profile of a standard business model and are impactful enough that they disrupt or change the way business is conducted in an industry or an important niche within an industry

a. New market disruption Addresses a market that previously wasn’t served (think of Google)
b. Low-end market disruption Possible when firms already competing in an industry are providing customers with products or services that exceed their expectations or desires
“Performance oversupply” created an opportunity for an entrepreneurial venture to enter an industry for the purpose of providing customers with the product or service functionality that more closely approximates what they want
They are often used to created low-end market disruption (think of Nas airlines)



The Barringer/Ireland Business Model Template
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Core Strategy: Describes how the firm plans to compete with rivals 
1. Business Mission 
Describes why the business exists and what its business model is supposed to accomplish. If written carefully and use properly, a mission statement can articulate a business’s overarching priorities and act as its financial and moral compass
The first box that should be completed. A well-written mission statement is something that a business can refer back to continually as it makes important decision in other elements of the business model
Has to: define reasons for being, describe what makes the company different, be risky but achievable, use tone that represents cultures and values, convey passion and stick in mind of reader, be honest and not claim something the company isn’t
2. Basis of Differentiation
It is what causes the consumer to pick one company’s products over another’s. it is what solves a problem or satisfies a customer need
Limit to two or three points 
3. Target Market
A place within a larger market segment that represents a narrower group of customers with similar interests 
Most new businesses do not start selling to broad markets
4. Product/Market Scope 
Defines the products and markets on which it will concentrate
Most firms start narrow and pursue adjacent product and market opportunities as the company grows and becomes financially secure 
Resources: inputs a firm uses to produce, sell, distribute, and service a product or service
1. Core Competencies
A specific factor or capability that supports a firm’s business model and sets it apart from its rivals
Can take on various forms, such as technical know-how, an efficient process, a trusting relationship with customers, expertise in product design, and so forth
May also include factors such as passion for a business idea and a high level of employee morale 
2. Key Assets
The assets that a firm owns that enable its business model to work 
The assets can be physical space, equipment, vehicles, and distribution networks
Intellectual assets include resources such as patents, trademarks, copyrights, trade secrets, also company’s brand and reputation
Financial assets include cash, lines of credit, and commitments from investors
Human assets include a company’s founder or founders, key employees, and its advisors
Financials: The section that describes how the firm earns money 
1. Revenue Streams
Describes ways in which the firm makes money 
Some firms have a single revenue stream, while others have several 
Examples of common revenue streams are advertising, commissions, download fee, licensing, matchmaking, product sale, renting or leasing, service sale, and subscription service
2. Cost Structure
Describes the most important costs incurred to support its business model
It costs money to establish a basis of differentiation, develop core competencies, acquire or develop key assets, form partnerships, and so on 
The goal of this box is to identify whether the business is a cost driven or a value driven business, identify the nature of the business’s costs, and identify the business’s major cost categories 
Fixed costs: remain the same despite volume of goods or services 
Variable costs: vary proportionally with the volume of goods or services produced
3. Financing/Funding 
Many business models rely on a certain amount of financing or funding to bring their business model to life
Some draw from their own resources to fund their business
In many cases however, an initial infusion of funding or financing is required and the business model template should indicate the approximate amount of funding that will be needed and where the money is going to come from 
Must consider capital costs, one-time expenses, and provisions for ramp-up expenses
Operations: Integral to a firm’s overall business model and represent the day-to-day heartbeat of the firm
1. Product or Service Production
Focuses on how a firm’s products and/or service are produced
If a firm sells physical products, the products can be manufactured in-house, by a contract manufacturer or via an outsource provider 
If it is a service, the firm should write a brief description of how the service will be produced 
2. Channels
Describe how it delivers its product or service to the customer
Businesses sell direct, through intermediaries, or through a combination of both
3. Key Partners
Start-ups typically do not have sufficient resources to perform all the tasks needed to make the business model work, so they rely on partners to perform key roles
First partners are usually suppliers
Chapter 5 Industry and competitor analysis 
A firm must understand the industry in which it intends to compete in
Industry analysis: a business research framework or tool that focuses on an industry’s potential
The knowledge from this analysis helps a firm decide whether to enter an industry and if it can carve out a position in that industry that will provide it with a competitive advantage
Environmental trends: include economic trends, social trends, technological advances, and political and regulatory changes 
Business trends: include other business-related trends that are not environmental trends but are important to recognize and understand  


[bookmark: _GoBack]The Five Forces Model: used to understand an industry’s structure; five forces that determine an industry’s profitability
1. Threat of Substitutes 
More attractive when the threat of substitutes is low 
The extent to which substitutes suppress the profitability of an industry depends on the propensity for buyers to substitute alternatives

2. Threat of New Entrants
More attractive when the threat of new entry is low
This means competitor cannot easily enter the industry and successfully copy what others are doing to generate profits
Barrier to entry: condition that creates a disincentive for a new firm to enter an industry
Six major sources of barriers to entry:
a. Economies of scale: when mass producing a product results in lower average costs
b. Product differentiation: strong brands are difficult to break into without spending heavily on advertising also product innovation 
c. Capital requirements: the need to invest large amounts of money to gain entrance into an industry. Approach the government to change regulations in order for you have more control.  Patents can create a barrier to entry. 
d. Cost advantages independent of size: competitors may have cost advantages not related to size that are not available to new entrants (ex land and equipment purchases long ago)
e. Access to distribution channels: distribution channels are often hard to crack
f. Government and legal barriers: patents, trademarks, and copyrights form major barriers to entry, also require a license by public authority. 

3. Rivalry Among Existing Firms
Major determinant of profitability is the level of competition among the firms already competing in the industry 
Some are fiercely competitive to the point where prices are pushed below the levels of cost
Four primary factors that determine the nature and intensity of the rivalry among existing firms in an industry:

a. Number and balance of competitors: with a larger number of competitors, it is more likely that one or more will try to gain customers by cutting prices. This causes a problem for the whole industry especially when all are on the same level and there is no market leader
b. Degree of difference between the products: the degree to which products differ from one producer to another affects
c. Growth rate of an industry: competition among firms in a slow growth industry is stronger than those in fast growth industries
d. Level of fixed costs: firms that have high fixed costs must sell a higher volume of their product to reach the break even point than firms with low fixed costs
4. Bargaining Power of Suppliers
More attractive when bargaining power of suppliers is low
In some cases, suppliers can suppress the profitability of the industries to which they sell by raising prices or reducing the quality of the components they provide
a. Supplier concentration
b. Switching costs
c. Attractiveness of substitutes 
d. Threat of forward integration 
5. Bargaining Power of Buyers
More attractive when the bargaining power of buyers is low
Buyers can suppress the profitability of the industries from which they purchase
by demanding price concessions or increases in quality
Entrepreneurs should understand that each individual force has the potential to affect the ability of any firm to generate profits while competing in the industry. 
a. Buyer group concentration (size)
b. Buyer’s costs
c. Degree of standardization of supplier’s products 
d. Threat of backward integration 
The Value of the Five Forces Model: 
· Assess the attractiveness of an industry or a specific position within an industry or a specific position within an industry by determining the level of threat to industry profitability for each of the forces
· Answer key questions: 
a. Is the industry a realistic place for our new venture to enter?
b. If we do enter the industry, can our firm do a better job than the industry as a whole in avoiding or diminishing the impact of the forces that suppress industry profitability?
c. Is there a unique position in the industry that avoids or diminishes the forces that suppress industry profitability? 
d. Is there a superior business model that can be put in place that would be hard for industry incumbents to duplicate?
Industry Types and Opportunities They Offer
1. Emerging Industries: a new industry in which standard operation procedures have yet to be developed 
The firm that pioneers or takes the leadership of an emerging industry often capture a first mover advantage
 First mover advantage: advantage gained by the first company to establish a significant position in a new market
2. Fragmented Industries: characterized by a large number of firms of approximately equal size 
The opportunity is to consolidate the industry and establish industry leadership through geographic roll-up strategy
Geographic roll-up strategy: one firm starts acquiring similar firms that are located in different geographic areas
3. Mature Industries: industry that is expecting slow or no increase in demand, has numerous repeat customers, and has limited product innovation
May introduce new product or innovations to industry surprising the people already in that industry 
4. Declining Industries: an industry or part of an industry that is experiencing a reduction in demand
There are occasions when a start up will do just the opposite of what conventional wisdom would suggest and stake out a position in a declining industry 
They use leadership strategy, niche strategy, and cost reduction strategy 
a.  Leadership Strategy: the firm tries to become the dominant player in the industry 
b. Niche Strategy: focuses on a narrow segment of the industry that might be encouraged to grow through product or process innovation  
c. Cost reduction strategy: accomplished through achieving lower costs than industry incumbents through process improvement 

5. Global Industries: an industry that is experiencing significant international sales
Many firms start up trying to appeal to domestic and international customers from day one
· Multi-domestic strategy: compete for market share on a country-by-country basis and vary their product of service offerings to meet the demands of the local market
· Global strategy: use the same basic approach in all foreign markets


Competitor Analysis 
A competitor analysis is a detailed analysis of a firm’s competition. It helps a firm understand the positions of its major competitors and the opportunities that are available to obtain a competitive advantage in one or more areas.
· Direct competitors, indirect competitors, and future competitors are the three groups of competitors a new firm faces
· Successful competition demands that a firm understand its competitors and the actions they may take in the future. Future Competitors: companies that are not yet direct or indirect competitors but could move into one of these roles at any time
· Sources of competitive intelligence: There are a number of ways a firm can ethically obtain the information it seeks to have about its competitors including attending conferences and tradeshows, purchasing competitor products, studying their websites, Google email alerts, and talking to customers about what motivated them to buy your product opposed to the competitor 
· A competitive analysis grid is a tool for organizing the information a firm collects about its competitors This grid can help a firm see how it stacks up against its competitors, provide ideas for markets to pursue, and identify its primary sources of competitive advantage
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