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Introduction to Business
Lecture notes/study guide

Chapter 5 Entrepreneurship: Starting and Managing Your Own Business
5.1 Entrepreneurship Today
· Why are entrepreneurs and small-business owners important to the economy?
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· Define entrepreneur _________________________________________
· Why do people become entrepreneurs?
· What groups are becoming business owners at a higher rate?
· Why do you think that is?
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· How do you know if you are the entrepreneurial type?
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· Define small-business owner_______________________________________
· Are all small-business owners considered entrepreneurs?
· How can you tell the difference between an entrepreneur and a small-business owner?
· Entrepreneur categories
· What are the characteristics of classic entrepreneurs?
· How do micropreneurs and growth-oriented entrepreneurs differ?
· How are classic entrepreneurs and multipreneurs different?
· What are intrapreneurs?
· How do they differ from classic entrepreneurs?
· Why do people want to become entrepreneurs?
· Are there other reasons?
· Do most entrepreneurs feel going into business is worth it?
· What motivators influenced their decision to become an entrepreneur?

5.2 Characteristics of Successful Entrepreneurs
· What do they mean when they say “Entrepreneurs are the company”?
· Basic characteristics entrepreneurs need.
· Key characteristics that make-up the entrepreneurial personality.
· Are entrepreneurial characteristics enough to make a person successful?
· What else is needed?
· Why is it important to have good interpersonal and communication skills?
· Why do they need technical knowledge?

5.3 Small Business: Driving America’s Growth
· Important role small business plays in the U.S. economy.
· Criteria used to determine if a  business is considered a small business.
· Who sets this criteria?
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· Why does the Kaufman Foundation track entrepreneurial growth?
· What does it hope to determine?
· Indexes the Kaufman Foundations developed to measure entrepreneurial growth.
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5.4 Ready, Set, Start Your Own Business
· First step in owning a business.
· Why is it important to know if you have the personal traits to succeed?
· Where do most entrepreneurs get ideas for their business?
· What other sources of inspiration are there?
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· What should a prospective business owner take into consideration when choosing the type of business organization they will form?
· Most important step in starting a business after you have decided what type of business ownership you will have.
· Why is the business plan beneficial for new business owners?
· Key elements of a business plan.
· Why is a business plan important even after you obtain financing?
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· How does a prospective business owner determine what type of financing they will need?
· Two forms of business financing commonly used.
· What is the difference between debt and equity financing?
· Types of equity financing.
· Who are Angel Investors?
· How are they different from Venture Capitalists?
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· What should a small business owner consider before buying an existing business?
· Is it necessary to develop a business plan for an existing business purchase?
· Noncompete clause.
· Why is it important to have one?
· Common causes of business closures.
· Ongoing challenges business owners face.
· What is considered the core of later business problems?

5.5 Managing a Small Business
· Challenges managers face in small business.
· What are some ways managers can ease the burden of managing a small business?
· How is hiring outside consultants helpful?
· Why would a manager consider outsourcing or contracting work to specialists?
· When hiring employees, what do managers need to take into consideration?
· How do managers of a small business attract good employees?
· What do managers need to make a priority once they have hired good employees in order to retain them?
· Why should small businesses consider entering the global marketplace?
· What would be the easiest way for them to enter the global marketplace?
· Planning resources available for small business managers who want to enter the global marketplace.

5.6 Small Business, Large Impact
· Advantages and Disadvantages of small business ownership?
· What is one of the primary reasons people start their own companies?
· Why is rapidly changing technology considered an advantage?
· Outsourcing in relation to small business ownership?
· Why do some business owners prefer to stay small?
· When is being small not an asset for a company?

5.7 The Small Business Administration
· Small Business Administration (SBA)
· What is their mission?
· Types of assistance the SBA provides.
· How does the SBA assist small businesses financially?
· What can these loans be used for?
· Who are the SBIC and how do they assist the SBA?
· Types of management assistance programs.
· Who are SCORE and ACE?
· SBA programs available for women and minorities
· How has the SBA increased their responsiveness time?

5.8 Trends in Entrepreneurship and Small-Business Ownership
· What major changes result in entrepreneurial opportunities?
· Where is the highest rate of growth in small business?
· What other group has seen a significant increase in small business ownership?
· Demographic changes that have created entrepreneurial diversity.
· Places where the chance of creating wealth are greater.
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« Start-up activity has risen sharply over the last three years, from an all-time low of minus
0.87% in 2013 to positive 0.48% in 2016.

« Between 1996 and 2011, the rate of business ownership dropped for both men and women;
however, business ownership has increased every year since 2014.

« The Kauffman Index of Startup Activity, an early indicator of new entrepreneurship in the
United States, rose again slightly in 2016 following sharp increases two years in a row.

« New entrepreneurs who started businesses to pursue opportunity rather than from necessity
reached 86.3%, more than 12 percentage points higher than in 2009 at the height of the Great
Recession.

- For the first time, Main Street entrepreneurship activity was higher in 2016 than before the
onset of the Great Recession. This increase was driven by a jump in business survival rates,
which reached a three-decade high of 48.7%. Nearly half of new businesses are making it to
their fifth year of operation.

« 47% of U.S. businesses have been in business for 11 or more years.

- 1In 2016, about 25% of all employing firms had revenues over $1 million, but 2% had revenues
under $10,000.

Table 5.4 Sources: “The Kauffman Index: Main Street Entrepreneurship: National Trends,” http://www.kauffman.org, November
2016; “Kauffman Index of Startup Activity, 2016 (calculations based from CPS, BDS, and BED)," htp://www.kauffman.org; “America’s
Entrepreneurs: September 2016," htps://www.census.gov; “Nearly 1in 10 Businesses with Employees Are New, According to
Inaugural Annual Survey of Entrepreneurs,” hitps://www.census.gov, September 1, 2016.
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Number of Employees, by Percentage of Established Small Businesses

Established small businesses are defined as businesses over the age of five employing at least one,
but less than 50, employees.

Number of Employees Percentage of Businesses
1-4 employees 53.07%
5-9 employees 23.23%
10-19 employees 14.36%
20-49 employees 9.33%

Table 5.5 Source: Kauffman Foundation calculations from Business Dynamics Statistics, yearly measures. November 2016.
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Before you start your own small business, consider the following checklist:
« Identify your reasons
« Self-analysis
- Personal skills and experience
- Finding a niche
+ Conduct market research
= Plan your start-up: write a business plan
- Finances: how to fund your business

Table 5.6 Source: “10 Steps to Start Your Business,” https://www.sba.gov, accessed February 2, 2018.




image7.png
Name and
Age

Philip
Kimmey,
27

Gannet,
26

Company and Description

Kimmey's dog-sitting and dog-walking network, Rover.com, raised almost $100
million in venture capital and was valued at $300 million in 2017.

Mankin cofounded Modern Electron and raised $10 million in venture capital to
create “advanced thermionic energy converters” that will generate “cheap, scalable,
and reliable electricity.” Modern Electron will turn every home into a power station.

In her early 205, White founded Glam Seamless, which sells tape-in hair extensions.
1n 2016, her self-funded company grossed $2.5 million.

Korey and Rubio founded Away, selling “first-class luggage at a coach price” in 2015.
They raised $31 million in funding and grossed $12 million in sales in 2016.

‘Gannet founded TrackMaven, a web-marketing analytics company, in 2012; by 2016,
his company was grossing $6.7 million a year.
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Jake
Kassan,

Kramer
LaPlante,

Natalya
Bailey,
Louis
Perna, 29

Kassan and Kramer launched their company, MVMT, through Indiegogo, raising
300,000, and in 2016 grossed $60 million, selling primarily watches and sunglasses.

Streem’s company, Aerobo, provides drone services to the film industry, selling
“professional aerial filming and drone cinematography.” Aerobo grossed $1 million
in 2016, its first full year of business.

Accion Systems began in 2014, raised $10 million in venture funding, and grossed
$4.5 million in 2016, making tiny propulsion systems for satellites.
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Jessy Dover s the cofounder of Dagne Dover, a company making storage-efficient
Dover,29  handbags for professional women. She and her cofounders grossed 4.5 million in
2016 and debuted on Nordstrom.com in 2017.
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Table 5.8 Key Elements of a Business Plan openstax

* Executive Summary

* Visionand mission statement

* Company overview

* Product and/or service plan

* Marketing plan

* Managementplan

* Operating plan

* Financial plan

* Appendix of supporting documents
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You need financing for your start-up business. How do you get angels interested in investing in
your business venture?

Show them something they understand, ideally a business from an industry they've been
associated with.

Know your business details: Information important to potential investors includes annual
sales, gross profit, profit margin, and expenses.

Be able to describe your business—what it does and who it sells to—in less than a minute.
Limit PowerPoint presentations to 10 slides.

Angels can always leave their money in the bank, so an investment must interest them. It
should be something they're passionate about. And timing is important—knowing when to
reach out to an angel can make a huge difference.

They need to see management they trust, respect, and like. Present a competent
‘management team with a strong, experienced leader who can explain the business and
answer questions from potential investors with specifics.

Angels prefer something they can bring added value to. Those who invest could be involved
‘with your company for a long time or perhaps take a seat on your board of directors.

‘They are more partial to deals that don't require huge sums of money or additional infusions
of angel cash.

Emphasize the likely exits for investors and know who the competition is, why your solution is
better, and how you are going to gain market share with an infusion of cash.
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Most Businesses Are Small:

The Economic Impact of Small Business

80% (approximately 23.8 million) of the nearly 29.7 million businesses have no employees
(businesses run by individuals or small groups of partners, such as married couples).
89% (approximately 5.2 million) of the nearly 5.8 million businesses with employees have
fewer than 20 employees.

99.6% (approximately 5.7 million) of all businesses have 0-99 employees—98% have 0-20
workers.

Approximately 5.8 million businesses have fewer than 500 employees.

Only about 19,000 businesses in the United States have more than 500 employees.
‘Companies with fewer than 50 employees pay more than 20% of America’s payroll.
Companies with fewer than 500 employees pay more than 41% of America’s payroll.

32.5 million people (1 employee in 4) work for businesses with fewer than 50 employees.
These businesses also pay tens of millions of owners, not included in employment statistics.




image2.png
« The number of Hispanic-owned businesses almost tripled between 1997 (1.2 million) and 2012
(3.3 million).

- The percentage of U.S. businesses with 1 to 50 employees owned by African Americans
increased by 50% between 1996 and 2015.

« Almost a million firms with employees are minority owned: 53% are Asian American owned,
11% are African American owned, and almost a third are Hispanic owned.

- 19% of all companies with employees are owned by women.

Table 5.3 Sources: Robert Bernstein, “Hispanic-Owned Businesses on the Upswing,” International Trade Management Division, U.S.
Census, https://www.census.gov, December 1, 2016; The Kauffman Index of Main Street Entrepreneurship,
https://www.kauffman.org, November 2016.
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Here are some questions would-be entrepreneurs should ask themselves:
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What is new and novel about your idea? Are you solving a problem or unmet need?
Are there similar products/services out there? If so, what makes yours better?

. Who is your target market? How many people would use your product or service?
. Have you talked with potential customers to get their feedback? Would they buy your

product/service?
What about production costs? How much do you think the market will pay?
How defensible is the concept? Is there good intellectual property?

. Is this innovation strategic to my business?

Is the innovation easy to communicate?

. How might this product evolve over time? Would it be possible to expand it into a product

line? Can it be updated/enhanced in future versions?

‘Where would someone buy this product/service?

How will the product/service be marketed? What are the costs to sell and market it?
‘What are the challenges involved in developing this product/service?

Table 5.2 Sources: Jess Ekstrom, *5 Questions to Ask Yourself Before You Start  Business,” Entrepreneur,

hitps:/ [www.entrepreneur.com, accessed February 1, 2018; “Resources,” http://www.marketsmarter.com, accessed February 1,
2018; Monique Reece, Reak-Time Marketing for Business Growth: How to Use Social Media, Measure Marketing, and Create a Culture of
Execution (Upper Saddle River, NJ: FT Press/Pearson, 2010); Mike Collins, “Before You Start-Innovator's Inventory,” The Wail Street
Journal, May 9, 2005, p. R4.
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