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chapter 6

Learning Goal 1:  Define the term entrepreneur and distinguish among entrepreneurs, small-business owners, and managers.

Key Term:

Entrepreneur

Class Discussion Notes:

1. What is an entrepreneur?

a. An entrepreneur is a risk taker in the private enterprise system.

b. He or she seeks a profitable opportunity and take the risks to set up and operate the resulting business.

2. Entrepreneurs and small business owners

a. While many small business owners possess the same drive, creative energy, and desire as entrepreneurs, others are content to operate businesses that provide a comfortable living.

b. An entrepreneur tries to make a business grow.

3. Entrepreneurs and managers

a. Managers are employees who direct the efforts of others to achieve organizational goals.

b. Entrepreneurs may also perform a managerial role, but their overriding responsibility is to use the resources of their organizations to accomplish their goals.

c. Studies of entrepreneurs have identified certain personality traits and behaviors common to them that differ from those required for managerial success.

Learning Goal 2:  Identify the three different types of entrepreneurs.

Key Terms:

Classic entrepreneur
Intrapreneur
Change agent

Class Discussion Notes:

1. The three types of entrepreneurs

a. Classic entrepreneur

i. Identify business opportunities.

ii. Allocate available resources to tap these markets.

iii. The opening vignette is an example.

b. Intrapreneur

i. Entrepreneurially oriented people.

ii. Develop new products, ideas, and commercial ventures within large organizations.

iii. 3M has a long history of encouraging such activity.

c. Change agent

i. Also called turnaround entrepreneurs.

ii. Seek to revitalize established firms to keep them competitive in today’s marketplace.

d. All three types of entrepreneurs offer the satisfaction of building a successful enterprise that provides jobs and meets market needs.

Learning Goal 3:  Explain why people choose to become entrepreneurs.
Class Discussion Notes:

1. Many people want to start their own businesses.

a. Roughly 10 percent of American adults under the age of 45 are involved in starting a business with the expectation of owning at least part of it.

b. Half of all Americans have expressed an interest in starting a business.

c. Those expressing an interest in becoming entrepreneurs have increased over the past 20 years.

2. Why people become entrepreneurs (Figure 6.3)

a. Desire to be one’s own boss

i. One of the major motives for becoming an entrepreneur.

ii. Many want to be individuals who have control over when, where, and how they work.

b. Desire to succeed financially

i. Entrepreneurs are wealth creators.

ii. Many start ventures with the specific goal of creating a profitable business and reaping its financial rewards.

iii. Wouldn’t succeed financially working for someone else.

c. Desire for job security

i. The recent economic slowdown illustrates how many workers lack job security.

ii. Large companies have actually eliminated more jobs than they’ve created during the past decade.

iii. Among the most affected are the youngest and least experienced.

d. Desire for an improved quality of life

i. Starting a business gives the fonder some choice over when, where, and how to work.

ii. For some entrepreneurs, quality of life is defined in terms of their ability to fulfill broader social objectives through their ventures.

Learning Goal 4:  Discuss conditions that encourage opportunities for entrepreneurs.

Class Discussion Notes:

1. The environment for entrepreneurs

a. Favorable public attitudes toward entrepreneurs.

b. Growing number of financing options.

c. Factors listed in Figure 6.4 also support and expand opportunities for entrepreneurs.

2. Globalization

a. Entrepreneurs are marketing their products abroad and hiring international talent.

b. Among the fastest-growing small companies, around 40 percent have international sales.

3. Education

a. Hundreds of colleges offer classes in starting and managing a business.

b. Business schools are helping students start businesses.

c. Other organizations have sprouted up in recent years to teach entrepreneurship to young people.

d. Self-employment among 18-19-year-olds rose 23 percent between 2001 and 2003.

4. Information technology

a. Information technology has provided one of the biggest boosts for entrepreneurs.

b. Advances in IT, along with falling costs, have given entrepreneurs tools that allow them to compete with large companies.

c. IT allows entrepreneurs to work quickly and efficiently, provide attentive customer service, increase sales, and project a professional image.

d. Advances in IT have also created the demand for new products.

e. The Internet is a challenge as well as an opportunity for entrepreneurs.

5. Demographic and economic trends

a. Demographic trends create opportunities for entrepreneurs to market new goods and services.

b. Competition for talented workers

i. Many fast-growing start-ups are addressing the challenge of recruiting workers by offering specialists on a contract basis.

ii. Entrepreneurs will find opportunities to help provide worker training in high-demand skills.

6. Entrepreneurship around the world

a. The growth in entrepreneurship is a worldwide phenomenon.

b. The U.S. has the highest level of entrepreneurship in the world (1 in 12 people are involved in starting or expanding a business).

c. Entrepreneurs abroad often struggle harder to start businesses.

i. Government regulations, high taxes, and political attitudes favor big business in many countries.

ii. Different cultural values. 

Learning Goal 5:  Describe the role of entrepreneurs in the economy.
Class Discussion Notes:

1. Innovation

a. Entrepreneurs create new products, build new industries, and bring new life to old industries.

b. Since World War II, entrepreneurs are responsible for two-thirds of inventions and 95 percent of major innovations.

c. There is often a link between personal experience and innovation.

2. Job generation

a. Fast growing start-ups (called gazelles) have created about two-thirds of new jobs in recent years.

b. Entrepreneurs often find potential employees in locations where established businesses overlook them.

3. Diversity

a. Entrepreneurship offers excellent economic opportunities for women and minorities.

b. The number of women- and minority-owned start-ups has grown very rapidly in recent years.

i. The pace is greater than among the population at large.

ii. Women are behind almost half a million business start-ups annually.

iii. The range of businesses operated defeats the usual stereotypes (the text gives a couple of good examples).

c. Realizing the value of both women- and minority-owned start-ups in creating jobs and promoting diversity, many large companies have developed programs to help entrepreneurs obtain start-up capital.

Learning Goal 6:  Identify personality traits that typically characterize successful entrepreneurs.

Class Discussion Notes:

1. Vision

a. Entrepreneurs begin with a vision, an overall idea for how to make their business idea a success, and then they passionately pursue it.

b. Vision means being able to think out of the box.

c. A good example of vision is the Segway Human Transporter (the subject of the “Business Hits and Misses” box).

2. High energy level

a. Entrepreneurs are willing to work hard to realize their visions.

b. Starting and building a company requires enormous amounts of hard work and long hours.

c. A major reason why entrepreneurship requires hard work is that start-up companies have small staffs and very limited financial resources.

3. Need to achieve

a. Entrepreneurs work hard because they want to excel.

b. Their competitive drive helps them to enjoy the challenge of reaching difficult goals and promotes dedication to personal success.

4. Self-confidence and optimism

a. Entrepreneurs believe in their ability to succeed.

b. They instill their optimism in others.

c. Occasionally, a combination of overconfidence and questionable ethical standards can blind an entrepreneur.  (This would be a good place to discuss the “Solving an Ethical Controversy” box.)

5. Tolerance for failure

a. Entrepreneurs view setbacks and failures as learning experiences.

b. They’re not easily discouraged or disappointed when things don’t go as well as planned.

6. Creativity

a. Entrepreneurs typically conceive new ideas for products, and they devise innovative ways to overcome difficult problems and situations.

b. Entrepreneurs often achieve success by making creative improvements, rather than single-handedly revolutionizing an industry.

7. Tolerance for ambiguity

a. Entrepreneurs take in stride the uncertainties associated with launching a new venture.

b. Dealing with unexpected events is the norm for most entrepreneurs.

c. For many, the endless variety of tasks and challenges is the fundamental allure.

d. Tolerance for ambiguity is different from risk taking.

i. Entrepreneurs look for strategies that they believe have a good chance of success.

ii. They quickly make adjustments when a strategy isn’t working.

e. An important way entrepreneurs manage ambiguity is by keeping close to customers so that they can adjust their offerings in keeping with customer desires.

8. Internal locus of control

a. Entrepreneurs believe that they control their own fates.

b. They are willing to take personal responsibility for the success or failure of their actions rather than believing in luck or fate.

Learning Goal 7:  Summarize the process of starting a new venture.
Key Terms:

	Seed capital
	Venture capitalist

	Debt financing
	Angel investor

	Equity financing
	


Class Discussion Notes:

1. Selecting a business idea

a. The two most important considerations:

i. Finding something you love to do and are good at doing.

ii. Determining whether your idea can satisfy a need in the marketplace.

b. The most successful entrepreneurs tend to operate in industries where a great deal of change is taking place and in which customers have difficulty pinpointing their precise needs.

c. Entrepreneurs should not only be the best, but should also be innovative and different.

d. Some guidelines:

i. List your interest and abilities.

ii. Make a list of businesses that match your interest and abilities.

iii. Research demographic and economic trends that identify future needs for products that no one yet offers.

iv. Carefully evaluate existing goods and services, looking for ways you can improve them.

v. Decide on a business that matches what you want and offers profit potential.

vi. Conduct marketing research to determine whether your business idea will attract enough customers to earn a profit.

vii. Learn as much as you can about the industry in which your new venture will operate.

2. Buying an existing business

a. Some entrepreneurs prefer to buy established businesses rather than assume the risks of starting new ones.

b. Advantages of buying an existing business

i. Employees are already in place.

ii. Established customers and familiar suppliers.

iii. Product is know in the marketplace.

iv. Necessary permits and licenses have been secured.

v. Financing may be easier to obtain.

c. Turnaround entrepreneurs enjoy the challenge of buying less than successful businesses and making enough improvements to turn them around.

d. Buying a franchise is another option (franchising was discussed in Chapter 5).

3. Creating a business plan

a. Many entrepreneurs used to launch their ventures with creating formal business plans.

b. Entrepreneurs typically seize opportunities as they arise and change course as necessary.

c. However, obtaining financing from outside sources almost always requires a formal business plan.

d. Careful planning also helps the entrepreneur prepare enough resources and stay focused on key objectives.

e. There are numerous resources, including online resources, for preparing a business plan.

4. Finding financing

a. A key issue in any business plan is financing.

b. Seed capital

i. Funds used to launch a company.

ii. Among the nation’s fastest-growing businesses, over 40 percent launched their businesses with $10,000 or less.

iii. The amount of money at start-up was not related to the ultimate success, but it is related to the size of the business.

iv. The vast majority of entrepreneurs rely on personal savings, credit card advances, and money from partners, family members, and friends to provide seed capital.

c. Debt financing

i. Borrowed funds that entrepreneurs must repay.

ii. Using personal credit cards is convenient, but very expensive.

iii. May be a viable option for entrepreneurs who expect to grow quickly and know that they can pay off the debt in a short amount of time.

iv. Many banks are reluctant to lend money to start-ups because of their high failure rate, but not all.

v. Applying for a loan requires careful preparation.

d. Equity financing

i. Funds invested in new ventures in exchange for part ownership.

ii. Venture capitalists are business organizations or groups of private individuals that invest in new and growing firms.

iii. Angel investors are wealthy individuals willing to invest money directly in new ventures in return for equity stakes.

iv. There are angel networks that match start-ups in need of capital with angel investors.

Learning Goal 8:  Explain how organizations promote intrapreneurship.

Key Terms:

Intrapreneurship

Class Discussion Notes:

1. Intrepreneurship

a. Is the process of promoting innovation within the structure of an existing organization.

b. How large companies support intrapreneurship (3M is a good example)

i. 3M has established companywide policies and procedures that give employees personal freedom to explore new products and technologies.

ii. A skunkworks project is initiated by an employee who conceives of an idea and then recruits resources within the firm to turn it into a commercial product.

iii. Pacing programs are company-initiated projects that focus on a few products and technologies in which the company sees potential for rapid marketplace winners.

c. Some companies encourage entrepreneurial employees to start their own companies. 
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