What is Special about a Small Business?
· Small businesses …

· 100 or fewer employees.

· Independently owned and operated.

· 50 percent of the private labour force works in small businesses.

· Are established by:

· Starting a new business.

· Buying an existing business.

· Buying and running a franchise.
· Entrepreneurship and the Internet …

· The Internet offers numerous entrepreneurial opportunities.
· Businesses are limited only by personal creativity.

· Business-to-Business (B2B) ventures are possible.
· International business entrepreneurship …

· Provides strategic opportunities for small businesses.

· Creates exporting and importing opportunities.

· Supported through appropriate governmental and non-governmental organizations. 
· Family businesses …

· Owned and financially controlled by family members.

· Largest percentage of businesses worldwide.

· Can provide an ideal business situation.

· Problems unique to family businesses:

· Family business feud

· Succession problem
· Reasons for small business failures:

· Lack of experience

· Lack of expertise

· Lack of strategy and strategic leadership

· Poor financial control

· Growing too fast

· Insufficient commitment

· Ethical failure

How do you start a New Venture?
· Important issues in new venture creation:

· Does the entrepreneur have good ideas and the courage to give them a chance?

· Can the entrepreneur identify a market niche or new market that is being missed by other established firms?

· Can the entrepreneur generate first-mover advantage by exploiting a niche or entering a market before competitors?
· Questions that keep a new venture focused on its customers …

· Who is your customer?

· How will you reach key customer market segments?

· What determines customer choices to buy or not buy your product/service?

· Why is your product/service a compelling choice for the customer?

· How will you price your product/service for the customer?

· How much does it cost to make and deliver your product/service?

· How much does it cost to attract a customer?

· How much does it cost to support and retain a customer?

· Life cycle of entrepreneurial firms

· Birth stage

· Breakthrough stage

· Maturity stage

· Each stage poses different managerial challenges and requires different managerial competencies.

· A business plan is vital when starting a new business
· See components on page 158
· Forms of legal ownership

· Sole proprietorship

· Partnership

· Corporation
· Financing the new venture

· Sources of outside financing

· Debt financing – borrowing money, paid back with interest
· Equity financing – exchange ownership shares for money
· Equity financing alternatives

· Venture capitalists – companies make large investments, in return for equity
· Initial public offerings(IPO) – initial selling of stock
· Angel investors – wealthy individual invests in return for equity
What resources support entrepreneurship and business development?
Promoting entrepreneurship in large enterprises
· Intrapreneurship – within a large organization
· Skunkworks – teams work together, free of constraints from large organization
· Business incubators – offers space, shared services and advice to help businesses get started
· Small Business Development Centers
