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· Chapter 5
· The Entrepreneur
· Recognize and seize an opportunity
· Many Characteristics
· Develop a business plan
· Entrepreneur: People who create value where it didn’t exist before
· Traditional Entrepreneur: People who create for profit
· Social Entrepreneur: People who focus on social causes and use profits for good

· Model for Company Building
· Customer Discovery
· Customer Validation
· Customer Creation
· Company Building
· Where to get money?
· Venture Capitals: firms designed to invest large sums of money into risky investments. Money comes from limited partners
· Angel investors: Individual who is investing
· Sole Proprietorships
· When management and ownership of a business are one and the same 
· Employs <50 people
· Oldest and most common form of legal ownership in Canada


· Sole Proprietorship – Advantages
· Easy to form/dissolve
· Government preferential treatment
· Secrecy
· Pays only personal income tax
· Sole claims on all profit
· Personal incentive/satisfaction

· Sole Proprietorship
 - Disadvantages
· Unlimited Liability
· Lack of continuity(uncertainty of duration)
· Time commitment
· Difficulty in raising money
· Management limitations
· Partnerships
· When 2 or more people combine financial, managerial, technical abilities to create business
· General partnership: All partners=unlimited liability
· Limited Partnership: one partner has unlimited liability, others have limited
· Partnership Advantages
· Easy to form
· Larger availability of money
· Diversification of management skill
· Shared risk
· Personal interest/satisfaction
· Decision making
· Partnership agreement to get around problems
· Partnership Disadvantages
· Unlimited liability
· Distribution of profit
· Management difficulties
· Difficult to withdraw investment
· Corporations
· An artificial being existing only in the eyes of the law (same rights and obligations as a person)
· A legal entity whose assets and liabilities are separate from owners
· Articles of incorporation must be drawn
· name and address of corporation
· objectives of corporation 
· type/number of shares to be issued
· number of directors
· Control of the Corporation
· Shareholders

· Board of Directors

· Senior Management

· The Shareholders
· Owners of corporation
· Share=unit of ownership
· Common shareholder: have voting rights, but don’t receive preferential treatment regarding dividends
· Preferred shareholder: no voting rights, but claim dividends before common shareholder (less risk, greater dividends)
· Board of Directors

· members from both inside and outside company (diverse backgrounds)
· sets long-term objectives of the corporation
· oversees/evaluates job of senior mgmt.
· Elected by shareholders
· Appoint senior managers
· Corporation - Advantages
· Limited liability
· Easier to obtain capital
· Easier to transfer ownership
· Length of life: continued existence
· Easier to expand
· Greater efficiency of management
· Corporations – Disadvantages 







