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PREFACE TO THE FIRST EDITION

Today entrepreneurship is the new way of achieving societal development across the world as it
leads to job creation, enhanced living standards, enhanced skills development through workplace
training initiatives and the development of new life changing innovative products/services. The
globalization of the global economy due to technological advancements such as the Internet has
made modern day entrepreneurship very susceptible to technological innovations. Today the idea
of starting your own business has become a guaranteed way in which individuals can earn a
living to cater for their costs of living, play a significant role in contributing to their country’s
economic growth (via imports/exports) and be able to succeed in fulfilling their families’
financial needs. The purpose of this book is to empower ordinary citizens in the continent of
Africa, North America, Europe, Oceania and Asia countries with the necessary tools needed for
them to start their own businesses and become highly productive lifetime entrepreneurs who
create generational wealth whilst simultaneously contributing to their country’s economic
prosperity in an ethical manner. In addition this book seeks to clearly highlight the fact that
anyone can become a successful entrepreneur in life if they (1) adopt ‘a continuous learning
attitude towards various business and legal concepts’, (2) accept the fact that the world has
become borderless and adopt new information, communication and technology (ICT) related
technologies in their business’s operational activities, (3) seek advise from business management
and legal experts on a regular basis, (4) clearly set ‘continuous business innovation’ as one of
their new business’s goals. Another aim of this book was to clearly point-out that there is a
positive interrelation between entrepreneurial success and innovation. In this book various
examples of ‘good-to-great iconic entrepreneurs’ were used including some of the world’s
leading organizations in order to encourage all aspiring entrepreneurs in the continent of Europe,
North America, Africa, Oceania and Asia countries that anything is possible if you write down
your business idea (in the form of a business plan, conduct a feasibility study, learn more about
the economic sector you want to start your business and raise adequate capital) and effectively
execute your business idea into action. Another aim of this book was to contribute to the field of
entrepreneurship and business innovation by publishing a free eBook and a print hard copy to
empower all aspiring entrepreneurs in the continent of North America, Europe, Africa, Oceania
and Asia with basic entrepreneurship knowledge since a book is ‘a source of wisdom’ that can

positively influence others to become ethical and better people in society.
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Chapter 1: Introduction to entrepreneurship

After studying this chapter you should be able to:

e Identify the global statistics of small businesses and the definition of entrepreneurship.
e Describe the traits of successful entrepreneurs.

e Describe the four misconceptions about entrepreneurship.

e Identify the reasons why small businesses fail today.

e Describe the guidelines that help to prevent small business failure.

e Explain the rise of women entrepreneurs across the world.
1.1 Introduction

The world has become a single economy due to globalization mainly attributed by the Internet
and this has also led to the revolution of the ‘world of entrepreneurship’ through e-commerce,
internet marketing, low cost social media marketing communications and so on. Today the
Internet has successfully led to the creation of many global startups that have so far played a
significant role in the introduction of life changing new products/services into the global
marketplace. A typical good example is when Redmond, Washington, United States of America
headquartered high-tech firm Microsoft was launched on April 04, 1975 it was a global startup.
Microsoft was founded by two great entrepreneurs called William H. Gates and Paul Allen and
today Microsoft is the current worldwide leader in software, services, devices and solutions.
Microsoft currently owns leading high-tech brands such as LinkedIn (the world’s largest and
most powerful network of professionals) and Skype (the Skype software provides Internet

communications products)l “Used with permission from Microsoft." [Entrepreneurship & Business Innovation :A North
America, Europe, Africa, Oceania & Asia 21°" Century Perspective 1*' Edition] is an independent [publication] and is neither

affiliated with, nor authorized, sponsored, or approved by, Microsoft Corporation. Interestingly, the ‘entrepreneurial

spirit’ is growing on a daily basis amongst people of diversified backgrounds (in terms of

! Microsoft (2018) Facts About Microsoft. Available from: https://news.microsoft.com/facts-about-microsoft/ “Used

with permission from Microsoft”. [Entrepreneurship & Business Innovation :A North America, Europe, Africa,
Oceania & Asia 21*" Century Perspective 1°' Edition] is an independent [publication] and is neither affiliated with,

nor authorized, sponsored, or approved by, Microsoft Corporation.
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religion, marital status, age, political opinion, gender, nationalities, culture and so on) across
the world. Many people today are starting their own businesses so that they can achieve their
personal life goals and contribute to their nation’s economic growth. Numerous research studies
have since discovered that many small businesses are being registered on a daily basis in various
countries across the world and remarkably developing countries seem to be having a
significantly high number of new startups on a daily basis and this helps to boost their economic
growth rates and national employment statistics. Previously conducted research studies have
since discovered that in developing continents such as Africa some of the examples of nations
that attract a significant number of large capital investments include the following: Nigeria,
Uganda, Kenya, South Africa, Tanzania, Ghana, Cameroon and Egypt as they all have the
highest rates of startup investments across Africa with South Africa having the highest rate?

(White, Zimmerman and van Halen, 2015:2).

In this chapter the sub-components of the introduction to entrepreneurship that will be covered

are depicted in Figure 1.1 below.

2 White, B., Zimmerman, B. and van Halen, T. (2015) Venture finance in Africa. Available from:

http://www.aspeninstitute.org/sites/default/files/content/docs/resources/Summary%20VC4A frica%202015%20Repo
1t%20-%20Venture%20Finance%20in%20Africa.pdf
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Figure 1.1 Ten sub-components of the introduction to entrepreneurship

Women
entrepreneurs’
boosting the global
economy

The four popular
misconpetions about
entrepreneurship

1.2 Global statistics of small businesses

According to the European Commission (2013) small-medium enterprises (SMEs) make up 99%
of all the European businesses and generally they create two out of three jobs in the private
sector labour market® (European Commission, 2013). “The number of businesses in the UK
continued to grow to 2.67 million in March 2017 compared with 2.25 million in March 2016,
which is consistent with the performance of the broader UK economy. The largest industry group
is professional, scientific and technical, making up 17.9% of all registered businesses in the

UK™* (Office of National Statistics United Kingdom, 2018). “The usual definition of small and

3 European Commission (2013) Enterprise and Commission. Available from:
http://ec.curopa.eu/enterprise/policies/sme/facts-figures-analysis/

4 Office of National Statistics United Kingdom (2018) UK Business: Activity, Size and Location in 2017. Available

from: https://www.ons.gov.uk/businessindustryandtrade/business/activitysizeandlocation [Accessed 2018, 14 June]
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medium sized enterprises (SMEs) is any business with fewer than 250 employees. There were
5.7 million SMEs in the UK in 2017, which was over 99% of all businesses. Micro-businesses
have 0-9 employees. There were 5.4 million micro businesses in the UK in 2016, accounting for
96% of all businesses. Although the vast majority of businesses in the UK employ fewer than 10
people, this sort of business only accounts for 33% of employment and 22% of turnover. Large
businesses, with more than 250 employees, accounted for 0.1% of businesses but 40% of
employment and 49% of turnover, as the following chart shows™® (C. Rhodes, Business

Statistics, House of Commons Library Briefing paper SN06152, 28 December 2017).

7According to the Government of Canada Innovation, Science and Economic Development
Canada (2016) as of December 2015, the Canadian economy totalled 1.17 million employer
businesses. Of these, 1.14 million (97.9 percent) were small businesses, 21,415 (1.8 percent)
were medium-sized businesses and 2,933 (0.3 percent) were large businesses. In 2013, Canada
exported goods totaling $420 billion, of which $106 billion was exported by SMEs (Government
of Canada Innovation, Science and Economic Development Canada, 2016. “Reproduced with the
permission of the Minister of Industry, 2018”). “At the end of 2016-17, there were 2,238,299
actively trading businesses in the market sector in Australia, an increase of 3.1% (66,755 units)
from the end of 2015-16. During this period, the number of businesses entering the market sector

(Entries) was 328,205, an increase of 5.7% (17,770 units) from 2015-16 (310,435 units)”® (ABS,

© Office of National Statistics, 2018. This information is licensed under the Open Government Licence v3.0. To

view this licence, visit http://www.nationalarchives.gov.uk/doc/open-government-licence/ OGL v3.0

5 C. Rhodes, Business Statistics, House of Commons Library Briefing paper SN06152, 28 December 2017.
¢ Source: BIS, Business population estimates, 2017, p 1

7 Government of Canada Innovation, Science and Economic Development Canada (2016) Key Small Business
Statistics. Available from: https://www.ic.gc.ca/eic/site/061.nsf/vwapj/KSBS-PSRPE June-Juin_2016_eng-
V2.pdf/$file/KSBS-PSRPE June-Juin 2016_eng-V2.pdf “Reproduced with the permission of the Minister of
Industry, 2018”).

8 Australian Bureau of Statistics, 2018, Summary of Findings, viewed 11 June 2018,
http://www.abs.gov.au/ausstats/abs@.nsf/mf/8165.0 © Commonwealth of Australia 2018.
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2018). During the year 2015 a total of 30.2 million (99.9%) small businesses were recorded in
the United States of America and they employed a total of 58.9 million employees (47.5%)’
10(US Small Business Administration Office of Advocacy, 2018:1). “A total of 294,834
companies exported goods from the United States in 2015. Of these, 287,835, or 97.6%, were
small firms; they generated 32.9% of the United States’s $1.3 trillion in total exports”!! (US
Small Business Administration Office of Advocacy, 2018:3). In India during the year 2013 small
medium enterprises (SMEs) contributed 9% of the Gross Domestic Product (GDP) while on the
other hand in Germany during the year 2015 small medium enterprises (SMEs) contributed 53%
of the GDP'? (Global Entrepreneurship Monitor, 2018:60-65).

One of the leading global startup hub in the world after Silicon Valley today is Stockholm,

Sweden due to the high number of ‘billion-dollar companies’ it has produced over the years per

capita and according to the 2017 Inc. 5000 Europe it was listed as the number 2 city for fast

growing companies'® '%(Henry, 2017, https://www.inc.com). The capital city of Sweden,

Stockholm has around 134 fastest growing private companies in Europe and the third annual
tally discovered that five of the top 10 companies that are privately owned with a three-year

revenue growth come from Stockholm according to the ‘2017 Inc. 5000 Europe’ (Henry, 2017,

https://www.inc.com). Today Sweden is the global startup hub as a result of the following: (1) its

highly educated workforce and this made it easy for the country to provide highly conducive
starting conditions for small businesses/entrepreneurs in terms of provision of highly productive

labour supply, (2) there is limited government regulations in Sweden on issues such as small

° US Small Business Administration Office of Advocacy (2018) Small Business Profile: United States. Available

from: https://www.sba.gov/sites/default/files/advocacy/2018-Small-Business-Profiles-All.pdf

10 BEA Bureau of Economic Analysis, US Department of Commerce

WITA International Trade Administration, US Department of Commerce

12 Global Entrepreneurship Monitor (2018) Global Report 2017/18. Available from:
https://www.gemconsortium.org/report/50012

3 Henry, Z. (2017) How a Country the Size of North Carolina Became a Global Startup Hub. Available from:

https://www.inc.com/zoe-henry/stockholm-sweden-hub-fast-growing-private-companies-2017-inc5000-europe.html

4 Inc.com (2018) List. Available from: https://www.inc.com/inc5000eu/list/2017/
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business startup requirements in order to create conducive conditions for starting entrepreneurs,
(3) historically Sweden has been very receptive to new technological advancements and during
the year 1994 it built the world's largest open fiber network that easily enabled small businesses
to easily access information technology infrastructure and in addition 9 out of 10 households in
Sweden now have Internet access according to the 2015 European Commission data.'®> (Henry,

2017, https://www.inc.com).

In general a small business helps to highlight the vision of the founders and their intended set
goals when they started the business. Today even in large economic powerhouses across the
world small businesses form the backborne of these economies and have managed to turn them
into growth engines of the world. Small businesses offer their economies high innovation, high
job creation and enhanced international trade'® (Ferrell and Hirt, 2002:139). '7According to the
Global Entrepreneurship Monitor (2014) a survey was conducted that involved 73 countries in
Africa, Latin America & Caribbean, Asia & Oceania, Europe and North America representing
72.4% of the total world population. The motivational reasons why entrepreneurs start their new
businesses in Aftrica, Asia & Oceania and Latin America with 28% of the entrepreneurs stating
that they are influenced by necessity. 54.9% of the entrepreneurs in innovation driven economies
in Asia & Oceania, Latin America & Carribean, European Union, Non-European Union (Norway
& Switzerland) and North America (Canada and USA) were motivated by the improvement
driven opportunities in comparison to 45.1% in efficiency driven economies or 47% in factor

driven economies (Global Entrepreneurship Monitor, 2014:11-12).

However, it should be noted that for the purposes of this book the words ‘business’, ‘small

business’ ‘company’, ‘organization’ and ‘firm’ shall be used interchangeably to refer to a

15 European Commission (2015) Digital Economy and Society Statistics Households and Individuals. Available

from: http://ec.europa.eu/eurostat/statistics-

explained/index.php/Digital _economy_and society_statistics_households_and_individuals

16 Ferrell, O. and Hirt, G. (2000) Business: A Changing World. 3 Edition, New York: McGraw-Hill Incorporation,
p30 —360.

17 Global Entrepreneurship Monitor Report (2014) Global Entrepreneurship Monitor 2014 Global Report. Available
from: http://www.babson.edu/Academics/centers/blank-center/global-

research/gem/Documents/GEM%202014%20Global%20Report.pdf
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business whether it is large or small. It is important to point-out that the ‘sizes of firms’ shall be
covered later on in the chapter. The meaning of entrepreneurship will be covered in the following

section.
1.3 What is entrepreneurship?

1819According to Thomas, R. Eisemann (2013) ‘Entrepreneurship: A Working Definition’,
Harvard Business Review January Issue, “As a professor, I suppose I am guilty of mincing
words. But like the terms “strategy” and “business model,” the word “entrepreneurship” is
elastic. For some, it refers to venture capital-backed startups and their kin; for others, to any
small business. For some, “corporate entrepreneurship” is a rallying cry; for others, an
oxymoron. The history of the word “entrepreneurship” is fascinating and scholars have indeed
parsed its meaning. I’ll spare you the results, and focus instead on the definition we use at

Harvard Business School. It was formulated by Professor Howard Stevenson, the godfather of

entrepreneurship studies at HBS. According to Stevenson, entrepreneurship is the pursuit of
opportunity beyond resources controlled. “Pursuit” implies a singular, relentless focus.
“Opportunity” implies an offering that is novel in one or more of four ways. The opportunity
may entail: 1) pioneering a truly innovative product; 2) devising a new business model; 3)
creating a better or cheaper version of an existing product; or 4) targeting an existing product to
new sets of customers. “Beyond resources controlled” implies resource constraints. At a new
venture’s outset, its founders control only their own human, social, and financial capital”
(Thomas, R. Eisemann, 2013. Entrepreneurship: A Working Definition. Harvard Business
Review January Issue). Generally the personal inner drive that pushes entrepreneurial behavior
in people is in most instances ‘the strong desire’ to look for untapped business gaps in the market
by first carrying-out market research to assess if any of the potential business opportunities
identified will have the following: (1) a market, (2) if they will be profitable, (3) or will they be
sustainable and so on. Furthermore, entrepreneurial behavior is driven by the strong desire to

establish or develop a business idea that is totally new and life changing to society. The fact that

'8 Thomas, R. Eisemann (2013) ‘Entrepreneurship: A Working Definition’, Harvard Business Review January Issue
1 Sinoway, E. and Meadow, M. (2012) Howard's Gifi: Uncommon Wisdom to Inspire Your Life's Work. 1st Edition.
St Martin’s Press, ISBN-13: 978-1250004246 ISBN-10: 1250004241
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‘entrepreneurial activity’ is interrelated to economic development (namely; exports, innovation,
employment creation, contribution to the Gross Domestic Product of a country and so on) tends
to attract individuals to adopt an entrepreneurial mindset and choose the field of entrepreneurship
as a career. In most instances the entrepreneurial spirit’ often thrives in people who have the
following: (1) a high level of imagination, (2) who are highly energetic, (3) who consistently
take calculated risks in today’s highly dynamic business world, (4) who have life goals that aim
to distinguish themselves in the community through societal development (job creation and
carrying-out effective social responsibility activities), (5) who are eager to succeed, (6) who
consistently see ‘failure’ as motivation to try again and an opportunity to do things in a much

better way next time, (7) who want to be self employed and so on.

One of the key points that every book in the field of entrepreneurship must clearly highlight is
that all the businesspeople must ensure that they are fully knowledgeable of the fact that the term
‘entrepreneurship’ and an ‘entrepreneur’ have separate definitions. In addition these two terms
must not be used interchangeably as if they share the same definition. An entrepreneur is a
person who takes a bold step to establish his/her own business with the main aim of making a
profit and in most instances they proceed to gather all the needed resources (namely, money,
labour, technology and the formation of an effective business model) without fearing their
immediate negative envinronmental factors that may hinder their chances of success. Another
definition of an entrepreneur clearly states that ‘an entrepreneur’ is someone who takes
calculated risks by first carrying-out two activities: (1) they conduct a market research to first
test-out their business idea and (2) they draw up business plans, before they start their business in
order to identify possible problems or competition the business will face in the future. While on
the otherhand the term ‘entrepreneurship’ refers to a career field whereby individuals or entities
form their own new businesses to make a profit, create jobs and contribute to economic growth
without fearing their immediate negative environmental factors that may hinder their chances of
success. Nowadays many people think of becoming entrepreneurs and surprisingly some of them
successfully generate brilliant business ideas but the ‘fear of the unknown’ for instance the risk
of failing strongly motivates them to give up on pursuing their dreams or ideas. Over the past
decades researchers, commerce industry experts and academics across the world have

successfully managed to carry-out numerous research studies to identify the true personal
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qualities of entrepreneurs. Most of the researchers have found certain common traits or
characteristics that are associated with successful entrepreneurs and these will discussed in the

following section.
1.4 Traits of successful entrepreneurs

Generally there is a plethora of evidence that clearly highlights the traits of successful
entrepreneurs and the entrepreneurial process that they must first pass through in their life in
order to realize their dream and this will be covered in this section. The traits that highly

successful entrepreneurs possess are depicted in Figure 1.2 below.
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Figure 1.2 Eight traits possessed by most successful entrepreneurs
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1.4.1 They sincerely love their business

One of the most common trait or characteristic that is found in successful entrepreneurs is that
they sincerely love their business (what it stands for, mission, vision, values, people, brands and
so on). Most entrepreneurs have a strong interest in their business due to the fact that they spend
many years learning and refining their business’s (ideas, products/services, business models,
internal and external stakeholder relationships) so that they can help satisfy customers’

unfulfilled needs profitably. Entrepreneurs often have a strong inner desire and excitement
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towards seeing their business ideas blossom into something beyond their expectations. 2°A good
example of two ‘great entrepreneurs and philathronpists’ who have a strong interest in their
business and who sincerely love what it stands for include; Warren. Edward. Buffett and Charlie
T. Munger. The two great entrepreneurs are the current major shareholders of the Omaha,
Nebraska (United States of America) headquartered Berkshire Hathaway Inc. an investment
company that had a total of 63 subsisdiary companies by May 2018 (Berkshire Hathaway Inc.,
2018, http://www.berkshirehathaway.com/). A letter issued by Mr Warren Edward. Buffett to the

shareholders of Berkshire Hathaway Inc. published in 1996 when he issued a booklet entitled
“An Owner’s Manual” to Berkshire’s Class A and Class B shareholders supports the fact that
entrepreneurs who are successful in most instances are those who sincerely love their business
and what it stands for. Notably, at the end of the letter Mr. Warren Edward. Buffett clearly states
that “Lest we end on a morbid note, I also want to assure you that I have never felt better. I love
running Berkshire, and if enjoying life promotes longevity, Methuselah’s record is in jeopardy.
Warren™' (Warren Buffett, 1996:23). “Berkshire Hathaway and its subsidiaries engage in
diverse business activities including insurance and reinsurance, utilities and energy, freight rail
transportation, finance, manufacturing, retailing and services. Common stock of the company is
listed on the New York Stock Exchange, trading symbols BRK.A and BRK.B.”** (Berkshire
Hathaway Inc., 2018). The fact that most of the highly successful entrepreneurs have a strong
interest in their business often makes them to continue to be part of their business’s day-to-day
management despite the fact that it has enormously grown from being a small business to a large
organization. Today Mr. Warren. Edward. Buffett and Mr. Charlie T. Munger are still highly
involved in the management of the world’s leading investment company Berkshire Hathaway
Inc. with Mr. Warren .Edward. Buffett being the current Chief Executive Officer and Chairman
of the Board while Mr. Charlie T. Munger is the current Chairman of the Board and President.

20 Berkshire Hathaway Inc. (2018) First Quarter Report. March. Available from:
http://www.berkshirehathaway.com/qtrly/1stqtr18.pdf “The material is copyrighted and used with permission of the
author”. Debra Ray for Warren Buffett

2! Warren Buffett (1996) An Owner’s Manual. Available from: http://www.berkshirehathaway.com/ownman.pdf
“The material is copyrighted and used with permission of the author”. Debra Ray for Warren Buffett.

22 Berkshire Hathaway Inc. (2018) List of Subsidiaries. Available from:
http://www.berkshirechathaway.com/subs/sublinks.html “The material is copyrighted and used with permission of
the author”. Debra Ray for Warren Buffett
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By March 31, 2018 Berkshire Hathaway consolidated balance sheet highlighted that the
investment company had a total asset value of USD$702,651 billion?® (Warren Buffett, 2018:17;

Berkshire Hathaway Inc., 2018, www.berkshirehathaway.com). “The material is copyrighted

and used with permission of the author”. Debra Ray for Warren Buffett.

1.4.2 They take calculated risk

One of the most common trait that is often shared by most of the successful entrepreneurs is that
they take calculated risks in the way they start and manage their business. Before making any
strategic business decisions they often have to first analyse the business’s internal and external
environmental factors through conducting research and then they proceed to weigh the
advantages and disadvantages of each decision in order to reduce the risk of failure. One of the
most effective ways that is used by entrepreneurs to make calculated risks is establishing
business models since they help them to determine how they will deal with the firm’s rivals in
the market, spend the firm’s financial resources effectively, network with the firm’s various
stakeholders and uphold the firm’s quality standards during its services/product transformation
processes. A good business model helps a firm to continue to receive high sales revenue over a
long period of time and this is one of the many reasons that strongly drives entrepreneurs to enter
into the field of entrepreneurship while on the other hand it clearly highlights the fact that

successful entrepreneurs take calculated risks in general.
1.4.3 Highly confident about their business idea

A common trait/characteristic that is found in most successful entrepreneurs nowadays is that
they have a high level of confidence in their business idea and they tend to strongly believe that
their business idea will work in the marketplace when they launch their small business. The
process of starting a business is generally not an easy task due to the fact that numerous
requirements (must first be fulfilled and organized simultenously namely; legal, financial, human

resources, technological, logistics and so on) to successfully open the business on time, at the

23 Warren Buffett (2017) To the Shareholders of Berkshire Hathaway Inc. Available from:
http://www.berkshirechathaway.com/letters/20171tr.pdf “The material is copyrighted and used with permission of
the author”. Debra Ray for Warren Buffett
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right place and offering the right products/services. It is important to note that the process of
preparing to start a business may at times be overwhelming to a certain extent thus optimism
may be required to motivate an individual to stay focused and overcome the current challenges
he/she may be facing at that particular time so that they achieve their goal of making their
business idea a success. **For example, one of the world’s greatest entrepreneurs was the late
Henry Ford. Many decades ago during 1908-1913 Henry Ford invented a cost effective
automobile assembly line that pioneered the way organizations nowadays carryout the mass
production of automobiles and he first introduced the Model T in 1908 (Ford Motor Company,
2018). “Henry Ford's Model T put the world on wheels with a simple affordable, durable
automobile. Ford sold 15 million Model Ts before ceasing production in May 1927, making it
one of the best-selling vehicles of all time, and arguably the most famous car in the world. In
1908, there were only about 18,000 miles of paved roads in the US. To deal with the primitive
roads, Ford used light and strong vanadium steel alloy for critical parts. Ford's innovation
eventually reduced the Model T's chassis assembly line from 12.5 to 1.5 hours, and in doing so
precipitated a revolution in manufacturing. The accelerating speed with which Ford could
produce cars helped him continue to lower the price of the Model T ?*(Ford Motor Company,
2018). As a result of Henry Ford’s high level of confidence in his production methods of
automobiles during the year of 1913 most of the automobile manufacturers that later on joined

the sector started to produce automobiles in high quantity levels at a low cost.
1.4.4 Ability to implement their business idea

Some people believe that ‘the mind is a unique powerful creation which never runs-out of both
good and bad ideas and it is like an ever flowing river which never runs-dry the whole year’
(Rudolph.Patrick. T. Muteswa, 2018). In essence people can think and dream the whole day and
the fact that they do not write down some of their brilliant ideas and take the necessary steps
needed for them to achieve their ideas makes the whole process of generating ideas a day
dreaming exercise or simply put ‘a waste of time’ despite the fact that the mind keeps generating

ideas everyday like a flowing river that never runs dry (Rudolph.Patrick. T. Muteswa, 2018).

24 Ford Motor Company (2018) Our Story. Available from: https://corporate.ford.com/history.html

25 Ford Motor Company (2018) Fourth Quarterly Report 2017 SEC Filings. Available from:

http://shareholder.ford.com/investors/financials/quarterly-reports/default.aspx
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Another common characteristic that is shared by most of the successful entrepreneurs is the
ability to implement business ideas. In general it is quite challenging for an individual to
implement a business idea and make their dream come alive. The implementation of a business
idea by an entrepreneur involves the following activities: (1) establishing an effective way the
business will generate cash revenue profitably, (2) mobilizing the required resources (financial,
human resources, technology, land, inventory, machinery and so on) to start the business
smoothly, (3) establishing new business contacts that will help build the business when it is
launched over a long period of time, (4) adopting a culture of innovativeness so that there is the
continuous improvement of business processes, ideas, products/services and so on. A typical
good example of an entrepreneur who had the ability to implement his business idea was Henry
Ford who built his first automobile in 1896 called the Quadricycle. **"Henry Ford's first vehicle
rode on four bicycle wheels and was powered by a four-horsepower engine. Instead of a steering
wheel, the Quadricyle had a tiller. The gearbox had only two forward gears with no reverse"
(Ford Motor Company, 2018). Henry Ford is one of the world’s unquestionable greatest iconic
entrepreneurs and interestingly his ability to execute or implement his business idea of producing
vehicles was revealed on June 16, 1903 when he founded the Ford Motor Company which is
based in Dearborn, Detroit (United States of America). Henry Ford further showed his ability to
strategically implement his business ideas during the year 1903 and 1904. "The Ford Motor
Company was incorporated in 1903. With 12 investors and 1,000 shares the company had spent
almost all of its $28,000 cash investment by the time it sold the first ‘Ford Model A’ on July 23,
1903 Ford Motor Company had turned a profit of $37,000. In 1904 Ford Motor Company of
Canada is founded. Ford's first international plant was built in Walkerville (now Windsor)
Ontario, right across the Detroit River from Ford's existing facilities. The company was a
separate organization with its own set of shareholders. It was created to sell vehicles not just in
Canada, but also across the then-current British empire™’ (Ford Motor Company, 2018). As of
31 December 2017 the Ford Motor Company had a consolidated balance sheet showing total
assets worth USD$257,808 billion and by June 14, 2018 it employed a total of 166,000 people

working in plants and offices in various countries (Ford Motor Company, 2017:82). Today one

26 Ford Motor Company (2018) Our Story. Available from: https://corporate.ford.com/history.html
27 Ford Motor Company (2018) Fourth Quarterly Report 2017 SEC Filings. Available from:

http://shareholder.ford.com/investors/financials/quarterly-reports/default.aspx
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of the slogans of the Ford Motor Company states that, “We believe freedom of movement for
everyone drives human progress. Which is why we’re committed to being the world’s most

trusted mobility company, designing smart vehicles in a smart world” (Ford Motor Company,

2018).
1.4.5 High level of persistence

A common word that is associated with entrepreneurs starting their new businesses is
‘uncertainty’ mainly caused by the rapid changes that occur in the business environment of the
global economy and limited financial resources to use to make their new business a success.
Even after a new small business has been established entrepreneaurs are still faced with
numerous challenges such as limited financial capital to market their products or services,
inability to attract highly skilled labour in the job market and so on. Therefore, some of the
entrepreneurs often fail to overcome these business challenges and they end up closing down
their businesses and in certain instances some of them often decide not to start a new business
again in their life. One of the common characteristic found in highly successful entrepreneurs is
that they have a high level of persistence in general. Despite experiencing failure when running
their small-large businesses they continue to maintain a high level of persistence in order to keep
their ‘dream alive’ and they also tend to remain passionate about their business idea. In many
instances new businesses are often faced with a high number of setbacks and the critical
ingredient to success for the entrepreneur is to ‘never give up’ on their dream and values. The
high level of persistence that is found in successful entrepreneurs inspires people around them,
employees, customers or suppliers to work hard in life and never stop dreaming to pursue their

business idea.

1.4.6 Maintain good health

Generally all human beings fall sick in their life time. One of the common characteristic that is
shared by successful entrepreneurs is that they ensure that they maintain their good health. Of

course in some instances some of the entrepreneurs end up falling sick overtime which is

common to any living human being. Furthermore, it is important to first understand the definition
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of ‘health’ and how it applies to entrepreneurs. 2" Health is a state of complete physical, mental
and social well-being and not merely the absence of disease or infirmity" (World Health
Organization, 2014). “Translated with permission of the publisher from Publication Mental
Health: a State of Well-Being, World Health Organization, 2014." The field of entrepreneurship
is generally demanding since it needs people who are highly energetic and healthy (for instance
managing a business is associated with high stress levels) so that they may easily cope with the
day-to-day pressures or challenges they will face in running and coordinating their business’s

operations.
1.4.7 Foresee the future

Another trait that is commonly shared by highly successful entrepreneurs is the ability to foresee
the future. This fact is supported by the mission and vision statements of the already existing
successful companies in the world. In addition it is important to point-out that all businesses
started after one or more individual entrepreneurs’ first thought of a vision and how they will
achieve that vision. Successful entrepreneurs often first assess the future outlook of their
business and its operating environment (internal and external) when planning, organizing, or
making decisions to ensure that their decisions are in direct alignment with their clearly set-out
vision. Entrepreneurs who tend to be futuristic in general often foresee most of their challenges
in advance and this enables them to properly find the appropriate solution before the challenge
negatively affects their business’s success. Over the past few decades it has since been
discovered that there is an interrelationship between highly futuristic entrepreneurs and
innovation. Entrepreneurs who foresee the future often spend a lot of time thinking about new
possible ideas or products/services they can use to fulfill the currently existing unfulfilled gaps in
the marketplace when conducting a routine overall future outlook of their business. A typical
good example of entrepreneurs who foresee the future are Larry Page and Sergei Brin the

founders of the high-tech company Google Inc. and its parent company Alphabet Inc. which is

28 World Health Organization (2014) Mental Health: a State of Well-Being. Available from:
http://www.who.int/features/factfiles/mental health/en/ “Translated with permission of the publisher from

Publication Mental Health: a State of Well-Being, World Health Organization, 2014."
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headquaretered in Mountain View, California, United States of America. Larry Page and Sergei
Brin established their high-tech company in 1998 and today they have proved that they are
indeed future oriented entrepreneurs who have managed to enormously grow their company.
Google Inc. started off as a search engine but later on diversified its product offering to include
Google Maps, Google Translator, Cloud Services, Hardware products (namely, Pixel phones and
Google Home smart speakers), paid advertisement clicks, Google Earth, Gmail, Chrome, Nexus
business, Android and so on. The parent company of Google is called Alphabet Inc. by the 31
of December 2017 it employed a total number of 80,110 employees. On the 1% of February 2018
Alphabet Inc. announced its fourth quarter financial results for the financial year ending 31
December 2017. Alphabet Inc. during the year 2016 it earned USD$90,272 billion worth of sales
revenue while during the year 2017 it earned USD$110,855 billion worth of sales revenue®
(Alphabet, 2018:4; courtesy of Google Inc.). Alphabet Inc. earned over USD$100 billion worth
of sales revenue during the year 2017 for the first time since it was established. ©2017 Google
LLC, used with permission. **Google and the Google logo are registered trademarks of Google
LLC. Further evidence that supports that the Google Inc. co-founders foresee the future is
revealed in the letters published by Larry Page and some of the extracted information states the
following; ““As Sergey and I wrote in the original founders letter 11 years ago, “Google is not a
conventional company. We do not intend to become one.” As part of that, we also said that you
could expect us to make “smaller bets in areas that might seem very speculative or even strange
when compared to our current businesses.” From the start, we’ve always strived to do more, and
to do important and meaningful things with the resources we have. What is Alphabet? Alphabet
is mostly a collection of companies. The largest of which, of course, is Google. This newer
Google is a bit slimmed down, with the companies that are pretty far afield of our main internet

products contained in Alphabet instead. What do we mean by far afield? Good examples are our

2 Alphabet (2018) Alphabet Announces Fourth Quarter and Fiscal Year 2017 Results. Available from:
https://abc.xyz/investor/pdf/2017Q4 alphabet earnings_release.pdf pl-11. ©2017 Google LLC, used with

permission. Google and the Google logo are registered trademarks of Google LLC.

30 Larry Page (2018) G is for Google. Available from: https://abc.xyz/ [Accessed 2018, 14 June] ©2017 Google
LLC, used with permission. Google and the Google logo are registered trademarks of Google LLC.
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health efforts: Life Sciences (that works on the glucose-sensing contact lens),
and Calico (focused on longevity). Fundamentally, we believe this allows us more management
scale, as we can run things independently that aren’t very related. Google itself is also making
all sorts of new products, and I know Sundar will always be focused on innovation—continuing
to stretch boundaries. I know he deeply cares that we can continue to make big strides on our
core mission to organize the world’s information. Recent launches like Google Photos and

Google Now using machine learning are amazing progress. We are excited about...

o Getting more ambitious things done.

9999

o Taking the long-term view....”” (Larry Page, Co-founder of Google Inc. and Alphabet
Inc., 2018). ©2017 Google LLC, used with permission. Google and the Google logo are

registered trademarks of Google LLC.
1.4.8 Highly flexible

In this 21% century the business world is rapidly changing, everything is now rapidly fast and
requires high customization in order to be profitable. Entrepreneurs who create product or
services that suit their customer’s needs and wants are more likely to be successful and highly
flexible in general. Successful entrepreneurs often place high value on flexibility and they are
willing to go the extra mile in achieving it by changing their current business model, pricing
structures and so on to maintain flexibility that enables their business to be efficient and

‘G‘GI’

effective. ve always been taught to be decisive. Some of my best early managers were
particularly good at taking all available information and making a quick decision. In today’s
competitive environment of technology-fueled 24/7 marketing, we also need to be flexible. Gone
are the days where we can create business and marketing plans a year ahead of time and expect
them to be etched in stone. Sure, planning is a necessity, particularly for long-term vision,
positioning and innovation, but just as important is short-term activity. Movement is key, and
responsiveness drives movement. Antiquated and inflexible ways of doing business are exiting

stage left . . . just look at the number of brick-and-mortar store closing every week. The way we

do business has dramatically shifted and anything that isn’t flexible enough for the ride will be
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left behind™**! (Joseph, 2017, www.entrepreneur.com). Flexibility is one aspect that is inevitable

nowadays and it is practically impossible to overstate it. The definition of a small business will

be covered in the following section.

1.5 What is a small business?

The answer to the above question varies according to each and every country’s government
department that is responsible for trade and commerce industry or small business development.
In most countries the government trade and commerce or small enterprises development
departments are usually responsible for setting up the legal requirements needed when
registering a new business including the classification of businesses as small, micro, medium and
large (SMMESs). “No single definition of a small business will suit all the needs of government or
the private sector. This is reflected in the many different ways a small business can be defined.
The two most common ways of defining an Australian small business is by annual turnover, the

number of employees, or a combination of the two”>?

(Australian Government Department of
Innovation, Industry, Science and Research, 2011:8). According to the US Small Business
Administration (2018) a size standard, which is usually stated in the number of employees or
average annual receipts, represents the largest size that a business (including its subsidiaries and
affiliates) may need in order to remain classified as a small business for SBA and federal
contracting programs. The definition of “small” varies by industry®> (US Small Business
Administration, 2018). It is important to point-out the fact that in some of the developed
countries small businesses employ less than 500 people. “For statistical purposes, the Australian

Bureau of Statistics (ABS) defines a small business as an actively trading business with 0-19

employees. Micro businesses are small businesses with 0—4 employees. Actively trading

31 Joseph, J. (2017) Why Your Business Needs to Be More Flexible Than Ever. Available from:

https://www.entrepreneur.com/article/296735

32 Australian Government Department of Innovation, Industry, Science and Research (2011) Key Statistics
Australian Small Business. Available from:
https://static.treasury.gov.au/uploads/sites/1/2017/06/SmallBusinessPublication.rtf © Commonwealth of Australia
2018.

3 US Small Business Administration (2018) Table of Size Standards. Available from:

https://www.sba.gov/document/support--table-size-standards
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businesses are businesses that have an ABN and are actively remitting in respect of a GST role
(or are businesses that are monitored directly by the ABS and are determined to be ‘active’). The
ABS defines a medium-sized business as an actively trading business with 20—-199 employees,
and a large business as an actively trading business with 200 or more employees” (Australian
Government Department of Innovation, Industry, Science and Research, 2011:8). In the United
Kingdom small medium enterprises (SMEs) are categorized as businesses that employ 250 or
less people** (C. Rhodes, Business Statistics, House of Commons Library Briefing paper
SN06152, 28 December 2017). While on the other hand it is important to point-out the fact that
in some of the developing nations across the world a large company can be categorized as a
business that employs 200 - 500 employees or more due to the small size of these economies.
There are several misconceptions about entrepreneurship and these will discussed in the next

section.
1.6 The four popular misconpetions about entrepreneurship

1.6.1 The assumption that ‘success comes from one brilliant idea’

Indeed it is true that there are some entrepreneurs who have managed to successfully generate
brilliant business ideas after identifying unfulfilled needs in the marketplace and further took
bold steps to create viable products/services that helped to fulfill all the unmet needs in the
marketplace. As a result of their brilliant ideas most of the entrepreneurs have successfully built
remarkable business empires. It is important to highlight the fact that the success of any business
is ‘99 percent based on the implementation of an idea’ while the generation of an idea
contributes just 1 percent. Many entrepreneurs often misunderstand the fact that setting up a

small business requires more than one good idea*> (Gomez, 2017, www.virgin.com/).

34 C. Rhodes, Business Statistics, House of Commons Library Briefing paper SN06152, 28 December 2017.

35 Gomez, J. (2017) Three Common Misconceptions About Entrepreneurship. Available from:

https://www.virgin.com/entrepreneur/three-common-misconceptions-about-entrepreneurship
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1.6.2 The assumption that people management skills are irrelevant when starting a new

business

The most strategic asset in any business is its human resources and most of the highly successful
entrepreneurs have good people skills. Many aspiring entrepreneurs fall under the misconception
that people skills are irrelevant in starting and managing a small business. Entrepreneurs must
ensure that they effectively measure their employees’ work performance, provide them with up-
to-date compensation and design up-to-date training programs to boost their business’s and

employees’ productivity levels (Gomez, 2017, www.virgin.com/).

1.6.3 The assumption that you need a university qualification to be an entrepreneur

Many aspiring entrepreneurs often assume that in order for them to become successful
entrepreneurs they have to possess a university qualification. Generally, this misconception is
completely wrong especially in this present-day highly globalized economy. Today there are
very successful entrepreneurs who have managed to establish powerful social media and internet
voice communication firms despite the fact that they did not even graduate from university. The
art of ‘true entrepreneurship’ lies in your (1) level of commitment, (2) passion for the
product/service your business will provide to its targeted customers, (3) ability to identify your
target market and (4) how you will strategically implement your business idea including seeking
expert advise from other successful entrepreneurs. However, it is important to point-out the fact
that knowledge is critical in any business and it is encouraged that entrepreneurs must have
college/university qualifications despite the fact that it is not a gurantee that they will launch a

successful business.

1.6.4 The assumption that you must discover ‘something that never existed before’

One of the most common misconceptions about entrepreneurship is that successful entrepreneurs
are individuals who have only invented original new products/services ideas is wrong. The truth
of the matter is that nowadays there are many highly successful entrepreneurs who have
developed brilliant ideas by innovating already existing ideas and this is very common in sectors
such as automobile manufacturing, aeroplane design and manufacturing, mobile/personal

computer manufacturing and so on. They are several benefits that are enjoyed by entrepreneurs
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who take the bold step of starting their small business and these will covered in the following

section.
1.7 The advantages of owning a small business

Generally there are numerous advantages that entrepreneurs enjoy when they form their own

small business and these are depicted in Figure 1.3 below.

Figure 1.3 Seven common advantages of owning a small business

_B

Source: Modified: (Dahl, 2018, www.inc.com)

1.7.1 The ability to control your career, dreams and future

The field of entrepreneurship helps to provide entrepreneurs with an opportunity to directly
control their business career in a way they have always dreamed. On the other hand owning a
business helps the entrepreneur to steer their future in any direction they want. A typical good
example of an iconic entrepreneur who managed to successfully control his career, future and
dreams is Henry Ford. ““One hundred years ago, my great-grandfather had a vision to build safe
and efficient transportation for everyone,” said Ford Executive Chairman Bill Ford. “I am
proud he was able to bring the freedom of mobility to millions by making cars affordable to

families and that his vision of serving people still drives everything we do today.””*° (Bill Ford

36 Ford Motor Company (2018) Our Story. Available from: https:/corporate.ford.com/history.html
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the Executive Chairman cited in Ford Motor Corporation, 2018). Another advantage commonly
enjoyed by entrepreneurs who start their own businesses is that they can dictate every aspect of

their life in any manner they wish to do so.

1.7.2 It helps to provide a customized work/life balance

The provision of a flexible work/life balance schedule is one of the benefits that is enjoyed by
entrepreneurs nowadays when they form their own businesses. An entrepreneur can allocate
themselves the preferred appropriate working hours they believe will enable them to enjoy a
balanced work/life schedule and they can even decide on their own whether to carry their work at
home or not without seeking anyone’s permission. In the business world some people thrive
when they work independently and they set their own preferred working pace®’ (Dahl, 2018,

WWW.inc.com).

1.7.3 Ability to select your own employees

In general some people enjoy fun and happy workplace environments and these are generally
very difficult to find in some of the organizations. This is due to the fact that when people seek
employment they do not get the opportunity to select the people they believe they can happily
work with at the workplace. Therefore, when individuals start their own businesses they get the
opportunity to choose the people they want to work with in their new business and in most
instances they choose people they believe will have a good person-organization fit with their

organizational values, culture, personality, vision and so on (Dahl, 2018, www.inc.com).
1.7.4 It helps to provide an opportunity to set much higher standards for yourself
When an entrepreneur starts his’/her own business in most instances they take full control of their

day-to-day management activities of the business and every single day helps to: (1) provide them

with the opportunity to challenge themselves, (2) enhance their innovativeness skills and (3)

37 Dahl, D. (2011) Top 10 Reasons to Run Your Own Business. Available from:

https://www.inc.com/guides/201101/top-10-reasons-to-run-your-own-business.html
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acquire new knowledge. There are several challenging tasks that must be done by an
entrepreneur on a daily basis namely: payroll administration, book keeping, inventory control
and management, handling customer queries or complaints, liaising with the business’s various
internal and external stakeholders, developing effective marketing communication strategies,
carryingout maintenance repairs of their firm’s premises, machines and many other activities

(Dahl, 2018, www.inc.com).

1.7.5 It helps create generational wealth

One good reason some entrepreneurs venture into the field of entrepreneurship is to be able to
leave generational wealth for their children and grand children. A well led and profitable
business that puts customers’ needs at the forefront has perpetual life that can last for centuries.
A typical good example is that of Liirssen Yachts headquartered in Bremen, Germany which was
founded by Friedrich Liirssen on June 27, 1875. According to Liirssen (2018) after training as a
boatbuilder, Friedrich Liirssen wants to join the boatyard of his father, Liider Liirssen. Liider
advises his son to start a yard of his own — a single company would be insufficient to support two
families. On June 27, 24-year-old Friedrich sets up a boatbuilding workshop in Aumund, near
Bremen, Germany. His first vessel demonstrates his trademarks: originality and high quality.
Friedrich Liirssen’s shipyard grows and thrives, and at one point he even begins placing orders
with his father. In 1907 the second generation Friedman Liirssen’s only son Otto joins the firm as
a partner, contributing far-reaching practical and theoretical knowledge. As a shipbuilding
engineer he combines tried and trusted craftsmanship with new technical expertise, improving on
past methods. In 1932 the abrupt death of 52-year-old Otto Liirssen, who directed the company
in a spirit of open-mindedness and passion for innovation, is a bitter loss for the shipyard and the
entire industry. His wife, Frieda Liirssen, the strong-willed daughter of a captain of a large cruise
ship, fills the gap and takes over at the helm of the Liirssen yard. In 1938 the third generation
takes on more responsibility at Liirssen: Gert Liirssen comes on board — bringing along the
passion for motorboats he inherited from his father. In 1939, he sets an impressive world speed
record on the lower reaches of the Weser River in a Liirssen diesel-powered speedboat,
achieving a speed of exactly 68.2 km/h. In 1948 business is difficult in the wake of the war.
Everyone has to start from scratch and the Liirssen shipyard is no exception. During this time of

change, the brothers Gert and Fritz-Otto Liirssen agree on the division of shares in company,
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which they hold from then on jointly with their mother Frieda Liirssen. In 1962 Frieda Liirssen,
who has led the company with greater perseverance and technical expertise, hands over
responsibility for the firm to her sons Gert and Fritz-Otto. That same year the 55-meter yacht
PEGASUS I is delivered, like her predecessor, to a London shipowner. In 1975 Centennial
Liirssen celebrates a century in business. Friedrich and Peter Liirssen, sons of owners Gert and
Fritz-Otto Liirssen, receive their first shares in the firm. In 1977 Friedrich Liirssen joins the
company at the age of 27. After earning a degree in business administration and experience at
various jobs in international companies, he starts to work his way through all departments of the
shipyard. He soon assumes a senior position. In 1987 Peter Liirssen joins the company after
studying shipbuilding and industrial engineering in Germany and business administration in the
United States as well as gathering considerable professional experience, Peter Liirssen comes on
board. In previous positions, he had spent a year as a construction inspector at different Japanese
shipyards, and already familiarized himself with various Liirssen departments. In 2000 one-and-
quarter centuries after its founding by Friedrich Liirssen, the company celebrates an important
anniversary Jubilee of 125 years since founding. The small boatbuilding company on the Weser
River has grown into a large shipyard that builds military vessels as well as modern

megayachts®® (Liirssen, 2018, www.lurssen.com/en/about/history/).

1.7.6 It helps to provide an opportunity to gather personal wealth

Every profit-oriented business has a high probability of yielding exceptionally high financial
profits over a specific period of time if properly managed and well led. Properly managed
businesses often generate high sales and profit income and this enables the entrepreneur to reap
high financial rewards which also helps to increase their personal wealth (Dahl, 2018,

WWWw.inc.com).
1.7.7 It helps to provide an opportunity to give back to the community

One of the most critical ingredient to every organization’s success is people (namely, customers,
suppliers, employees and so on). A community is made up of people and when an entrepreneur

opens up a new business and it succeeds in general they automatically establish a positive

38 Liirssen (2018) Liirssen: Leading Innovation Since 1875. Available from:

https://www.lurssen.com/en/about/history/
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goodwill for themselves in the community their business operates. In general entrepreneurs with
minds that are full of wisdom often invest in people or communities through giving back to
society in order to show their appreciation for all the support they received in making their
business a success. Today most of the richest entrepreneurs in the world have numerous trust
foundations that help them carry-out philanthropic work in various countries their businesses
operate. *°A good example of an inspirational entrepreneur and philanthropist is Mexico City,
Mexico based Mr. Carlos Slim Helu founder of América Movil and Grupo Carso an industrial
conglomerate company based in Mexico. Today América Movil is one of Latin America’s
largest telecommunication company, América Mévil; which has as one of its members of the
Board of Directors agreat visionary, charismatic business leader and Mexican
entrepreneur/philanthropist Carlos Slim Heli who was rated as the richest man in the world
during the year 2013. América Movil by June 2015 was operating in 20 countries around the
world with a total of 367.7 million access lines (288.8 million wireless subscribers, 34.6 million
landlines, 22.8 million broadband accesses and 21.5 million Pay TV units) with Brazil being the
largest market of access lines with 107.7 million (30% of the firm’s market share) followed by
Mexico with 94.2 million (26%) access lines (América Mdvil Second Quarter, 2015). The
telecommunications global company by 2013 had established different initiatives with social
impact, their year highlights were the implementation of 6700 free Wi-Fi site locations for
customers, the establishment of 3600 Telmex Digital Libraries, and reaching out to 3.5 million
people in Mexico through the Telmex Digital and Culture Program (América Movil
Sustainability Report 2013:6). As a follow up to their various education initiatives, with the
purpose of promoting quality education and training for all, in 2016 América Movil in
collaboration with Carlos Slim Foundation deployed Aprende.org app. Both the app and platform
offer free access to a diversity of 182 courses regarding all levels of education, employment,
culture, and health (WSIS Stocking, 2018). Mr. Carlos Slim Helu is one of world’s leading
‘iconic entrepreneur’ and philanthropist who has successfully managed to distinguish himself in

society through his great philanthropic work via his Carlos Slim Foundation, Carso Institute for

Health and Telmex Foundation*® (Carlos Slim, 2015, www.carlosslim.com). “On June, 2010 the

39 America Movil (2015) America Movil Second Quarter of 2015 Financial & Operating Profit. Available from:

www.americamovil.com/mailing/2Q15.pdf

40 Carlos Slim (2015) Biography. Available from: www.carlosslim.com/biografia_ing.html
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Carlos Slim Foundation, the Bill & Melinda Gates Foundation, the government of Spain and the
IDB, launched the Mesoamerica Health 2015 Initiative. The aim of this Initiative is to reduce the
gap in health equality faced by the poorest 20% of population living in Central America and
Southern Mexico. In September of 2012, TELMEX Foundation announced the following
achievements: 259,445 grants, 746 institutions benefited from the computer-equipment
donations; 329,960 bicycles for the program ‘Ayudame a llegar’ (Help me to get at); 923,486
extra-mural surgeries; 7,363 organ and tissue transplantations; 94,284 social bailouts; 13,232,000
nutritional candy 1kg packets; 28,758 tons of humanitarian aid, and 12,341 male and female
soccer teams participating in TELMEX tournaments (Copa TELMEX cited in Carlos Slim, 2015,

http://www.carlosslim.com). “Used with permission from Microsofi”. [Entrepreneurship & Business

Innovation :A North America, Europe, Africa, Oceania & Asia 21 Century Perspective 1°' Edition] is an

independent [publication] and is neither affiliated with, nor authorized, sponsored, or approved by, Microsoft

Corporation. The disadvantages of becoming a small business owner will be discussed in the next

section.
1.8 Disadvantages of becoming a small business owner

The disadvantages that are experienced by entrepreneurs when they start their business are many

and these are depicted in Figure 1.4 below.
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Figure 1.4 Four common disadvantages of becoming a small business owner

1.8.1 An entrepreneur must be willing to go the extra mile in terms of commitment

The process of starting a small business can be overwhelming most of the times and the
entrepreneur must be willing to go the extra mile in terms of devoting their time to attain their set
business goals on a regular basis. In most instances entrepreneurs often work for longer hours,
days including weekends and public holidays. In addition the entrepreneur often has to multi-task
in order to properly keep their business running smoothly. The disadvantage of having
excessively high workloads on a daily basis is that the entrepreneur may end up falling sick due

to high stress levels and other stress related illnesses.

1.8.2 During the first few months or year the sales income is unreliable

In general when a new small business is launched the sales revenue often tends to be highly
unreliable. Most of the entrepreneurs often face serious difficulties in carrying-out their planning

activities due to limited and unreliable financial cash inflows often associated with new
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businesses. There are numerous reasons that make a newly launched business to generate
inconsistent sales income namely; (1) poor brand recognition since the firm’s products/services
will still be new in the marketplace, and (2) poor marketing strategies as the firm will still be
trying to find the right integrated marketing communication strategies to develop effective
relationships with customers in the market and so on. Many entrepreneurs start their business to
earn a living and when inconsistent sales income starts flowing into the business on a regular
basis it often negatively affects their financial health and they often end up over borrowing to

meet their costs of living.

1.8.3 High levels of competition can destroy your business

Globalization has led to the creation of global competitors and the world has become borderless
as a result of the Internet thus small businesses that thrive nowadays invest large sums of money
into creating effective marketing strategies and high quality services/products to help them
remain highly competitive in the market. Competitors that are more financially resourced than
the firm can offer better quality products/services similar to the ones offered by the firm and this
may cause the firm to receive poor sales revenue until it finally closes down as a result of
bankruptcy. When a small business closes down the entrepreneur loses his/her life savings they

used as capital to start the business.

1.8.4 The entrepreneur may carry-out unpleasant responsibilities

In general it is important to point-out that not everyone has the ability to manage a business.
Some people can start a small business and fail to properly manage it due to inadequate
management competency skills. Entrepreneurs who take full control of running their small
business’s day-to-day operational activities often end up carryingout unpleasant tasks such as
implementing disciplinary action procedures on incompetent employees, providing negative
feedback about job performance appraisals and in certain instances the entrepreneur must
retrench or dismiss incompetent employees. The reasons why many businesses close down or fail

nowadays will be covered in the following section.
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1.9 Reasons why small businesses fail

Many reasons lead to the failure of small businesses globally. *'**According to the US Small
Business Administration Office of Advocacy (2018:1) many businesses close because of
personal reasons. Of the businesses with employees that closed in 2015, the top reasons for
closing were low sales, the owner(s) retiring, and the owner(s) selling the business (Chart 2).
With the next top reasons being opening another firm and illness/injury, it shows that many
owners close for personal or health reasons not just business reasons. (“Other reasons” was also
relatively high.) Source: U.S. Census Bureau, Annual Survey of Entrepreneurs. Reasons for
closing businesses are changing as the economy improves and owner’s age. Compared to 2007
which had the Great Recession begin in its December month, many businesses were closing
because of low sales and credit was down and retirement was up. This is not surprising with a
strong economy and aging population in the past recent years* (Headd, 2018:1,

https://cdn.advocacy.sba.gov/). The other additional reasons that cause small businesses to fail

are depicted in Figure 1.5 below.

4 Headd, B. (2018) Small Business Facts. Available from: https://cdn.advocacy.sba.gov/wp-
content/uploads/2019/06/06192013/Small_Biz_Facts Why Do_Businesses_Close_May 2018 0.pdf

42 U.S. Census Bureau, Annual Survey of Entrepreneurs

43 U.S. Census Bureau, Annual Survey of Entrepreneurs and Survey of Business Owners
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Figure 1.5 Eight common reasons why small businesses fail

Eight Common Reasons Eight Common Reasons
Why Small Businesses Why Small Businesses
Fail Fail

1.9.1 Poor adaptation of modern information, communication and technology resources

Surprisingly, today many entrepreneurs still do not see the importance of establishing a website
and using various social media platforms to communicate or sell their products/services. The

global economy today is rapidly growing as a result of the Internet revolution that has led to the
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rise of e-Commerce and social media communication technology. The continuous increase in the
number of internet users makes mobile internet connectivity gadgets to transform from being a
luxury to an important basic need that is crucial for a person to survive in today’s highly
digitalized global economy. Therefore, small businesses that fail to adapt new modern ICT
technologies are more likely to fail due to less brand recognition, poor sales, lack of

innovativeness and so on.

1.9.2 Inadequate management skills and knowledge

Some of the entrepreneurs when they launch their new small business they often fail to
distinguish two things namely, (1) ‘owning’ and (2) ‘managing’ a business. Anyone can own
anything but managing a business requires sufficient management skills and the technical
knowhow to grow the business at a profit over a long period of time. The misconception that is
often made by most new entrepreneurs is that ‘7 will learn to manage the business in due time’ is
completely wrong and this is one of the many reasons why some of the small businesses fail
immediately after being launched. Some entrepreneurs strongly believe that if they own a
business they will automatically be able to successfully manage it without the required skills and
knowledge in business management. Every business requires its owner-managers to perform
various management functions such as payroll processing, book keeping, planning, organizing,
controlling, directing, inventory management, establishing effective marketing strategies and so
on. Therefore inadequate management skills and knowledge cause a high number of small

business failures across the world.
1.9.3 Failure to understand and follow the mission statement and vision

In general many entrepreneurs often ignore the importance of writing down a mission statement
and vision before launching their small business. In addition many entrepreneurs also make an
effort to draft their new business’s mission and vision statements when they are registering their
new business at the government’s ‘Company Registrar’s Office’. Thus, when their new business
starts to operate they do not prioritize consistent reading of the mission statement by
management/employees and this often results in the business failing to align its day-to-day
business activities to its mission/vision statements. A mission statement helps to provide answers

pertaining to ‘why the business was formed’ and ‘what it really stands for’ while on the other
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hand the vision helps to clearly outline the direction the business must take in order to reach its
ultimate destination (desired success level). Therefore, one of the main reasons why businesses
fail is a result of failure to understand and align the business’s operational activities to its mission

statement and set-out vision.
1.9.4 Unattractive physical location of the business

Some entrepreneurs fail to understand that one of the critical ingredients to the success of any
traditional brick and mortar business model is the physical location of the business. A large
number of entrepreneurs tend to be ignorant about the importance of first carrying out market
research before starting their own business as this helps them to properly identify a good
strategic physical location. Entrepreneurs fail to understand that carrying-out research helps them
to accurately: (1) identify where their target market is located, (2) choose buildings with
excellent safety features, (3) select business locations with high customer traffic and that offer
their customers convenience such as good parking spaces, restrooms and so on. One of the most
popular reasons why entrepreneurs fail when they start their small businesses is that they prefer
to open their new businesses at poor physical locations in order to enjoy cheap rental payments
and as a result of poor location their business fails to attract high customer traffic leading to

business closure.

1.9.5 Lack of employee training and support

The most important resource in any organization is its human resources. Small businesses that do
not invest money in training and developing their employees often fail dismally in the
marketplace. The common characteristics associated with businesses that do not invest in
employee training include: (1) poor customer service, (2) production of poor quality
services/products, (3) incompetent managers and employees and so on. Lack of training is one of
the main reasons that causes many small businesses to generate low sales revenues as employees

will not be able to effectively market the firm’s products and services better than its competitors.
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1.9.6 Poor quality services/products

Competition is now everywhere nowadays due to the globalization of the world economy. Small
businesses fail as a result of selling poor quality products/services in the marketplace. The selling
of poor quality products/services results in the business earning low sales revenue and the fact
that they are selling or producing poor quality products/services greatly empowers their
competition to takeover their market share. Small businesses often lack the required financial
resources that are needed to effectively conduct research and development (R&D) and market

testing before finally producing new products/services for commercial purposes.

1.9.7 Poor financing

One of the most common reasons why small businesses fail today is due to ‘poor financing’. In
general most of the small businesses have limited capital funding due to inadequate financial
planning by their owners to foresee the accurate costs of starting and running a successful
business. Most of the small businesses generally do not own fixed assets as a result of their small
size therefore they often fail to secure collateral that is needed to support their business loan
applications at various financial institutions/lenders. When a business lacks adequate financial
capital it ends up failing to fulfil its short and long term financial obligations and this will

eventually cause it to permanently shut down its operations.

1.9.8 Failure to change from being an entrepreneur to a manager

It has been discovered in many studies that most start up businesses that often succeed tend to
operate for at least 5 years. When a small business starts to grow over time numerous changes
take place such as the introduction of new technology, processes, systems, new
products/services, expansion into new markets, the acquisition of new fixed assets and so on.
The number one reason for small business failure is that when a small business starts to grow
most of the entrepreneurs often fail to transition from being a business owner to a strategic
manager and thus they fail dismally to adapt to the fast changes that will be happening in their
new business and operating environment. There are several guidelines that can be used by
entrepreneurs to increase the perpetual life of their small businesses and these will be covered in

the following section.
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1.10 Guidelines that help prevent small business failure

Researchers and industry experts in the field of entrepreneurship have discovered certain
principles or guidelines that entrepreneurs must follow to avoid failing in the business world and

some of these guidelines are depicted in Figure 1.6 below.

Figure 1.6 Eight guidelines that help prevent small business failure

’ l
===

1.10.1 Set clear realistic goals

A goal is generally defined as ‘list of activities or accomplishments’ that must be attained by an
individual, entity or team within a specific period of time for instance in 5-10 years. A small
business that sets goals that are: (1) specific, (2) that relate to its intended plans, (3) time framed,
(4) achievable and (5) measurable often operates effectively. Clear set goals help to enhance
employee confidence and morale in performing their day-to-day work activities since everyone
will be fully knowledgeable about what the organization intends to achieve within a set period of

time.
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1.10.2 Acquire industry related work experience

Most businesses fail due to inadequate experience of the owners. Before an entrepreneur opens
up a business he or she should ensure that they work in the industry sector they want to open up
their own business in order to understand the basic concepts, processes and systems of that
particular type of business in order to gain the overall technical knowhow (practical aspects)
related to that kind of business. It is also important to point-out the fact that theoretical
knowledge is useful in running a successful small business. Therefore it is encouraged that
entrepreneurs or businesspeople must make an effort to study towards a course in the field they
intend to start their new business at a college or university of their choice. A good example of
some of the world’s leading global teaching and research orientated universities that offer
programs that assist entrepreneurs and businesspeople from various parts of the world today to
acquire new skills include: the premier University of KwaZulu-Natal (UKZN) in South Africa;
Hochschule Miinchen/Munich University of Applied Sciences (MUAS) in the city of Munich in
Germany; the Chalmers University of Technology in the city of Gothenburg in Sweden; the
University of Copenhagen in the city of Copenhagen in Denmark and Boston University in the
city of Boston in the United States of America. “The University of KwaZulu-Natal was formed
on 1 January 2004 as a result of the merger between the University of Durban-Westville and the
University of Natal. The new university brings together the rich histories of both the former

Universities™* (University of KwaZulu-Natal, 2018, www.ukzn.ac.za/about-ukzn/history/). The

University of KwaZulu-Natal currently offers several globally recognized economics,
entrepreneurship and business management degree programs (University of KwaZulu-Natal,

2018, https://clms.ukzn.ac.za/). “Chalmers University of Technology conducts research and

offers education in technology, science, shipping and architecture with a sustainable future as its
global vision. Chalmers is well-known for providing an effective environment for innovation”*’
(Chalmers University of Technology, 2018,

https://www.chalmers.se/en/education/programmes/masters-info/Pages/Entrepreneurship-and-

Business-Design.aspx). Today Chalmers University of Technology offers degree programs in

4 University of KwaZulu-Natal (2018) History. Available from: www.ukzn.ac.za/about-ukzn/history/
45 Chalmers University of Technology (2018) Education - Programmes. Available from:

https://www.chalmers.se/en/education/programmes/masters-info/Pages/Entrepreneurship-and-Business-Design.aspx
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entrepreneurship and business design (Chalmers University of Technology, 2018). The
Hochschule Miinchen/Munich University of Applied Sciences (MUAS) in Munich, Germany is
another globally recognized university where entrepreneurs or businesspeople can gain
knowledge and skills in the field of management. “Munich University of Applied Sciences is the
second largest university of applied sciences in Germany. It recognises the future demands of
society and industry and is changing, with a critical yet open vision for current issues, such as the
current digitalisation of all areas of life. University”*® (Munich University of Applied Sciences,

2018, https://www.hm.edu/en/muas/profile/index.en.html). “Munich is rated #1 in Germany for

quality of life and is one of the safest cities in Europe. We foster the entrepreneurial, sustainable
and international thinking needed in the professional world of today and tomorrow” (Munich

University of Applied Sciences, 2018, https://www.hm.edu/en/muas/munich/index.en.html).

““Boston University is an international, comprehensive, private research university, committed
to educating students to be reflective, resourceful individuals ready to live, adapt, and lead in an
interconnected world. Boston University is committed to generating new knowledge to benefit
society. Boston University comprises a remarkable range of undergraduate, graduate and

professional programs” (Boston University, 2018, http://www.bu.edu/info/about/mission-

statement/). Today Boston University currently offers degree concentrations in business
administration & management (general management, entrepreneurship, finance, accounting and

so on) (Boston University, 2018, https://www.bu.edu/admissions/academics/programs/majors/).

In addition the University of Copenhagen is driven by intellectual creativity and critical thinking
since 1479 and it offers degree programs in Economics*® (University of Copenhagen, 2018,

https://introduction.ku.dk/profile-history/) “All universities have been cited with permission”.

Extensive research or reading is also helpful for instance using books, trade publications and the
internet book libraries. Seeking expert advise is another way entrepreneurs can use to acquire
detailed knowledge about the industry they want to start their new business for instance, seeking
advise from academics (found in various business schools across the world), industry trade

associations such as the Chartered Institute of Marketing (C/M) and or suppliers in the field.

46 Munich University of Applied Sciences (2018) MUAS. Available from:

https://www.hm.edu/en/muas/munich/index.en.html

47 Boston University (2018) Mission Statement. Available from: http://www.bu.edu/info/about/mission-statement/

48 University of Copenhagen (2018) Profile History. Available from: https://introduction.ku.dk/profile-history/
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1.10.3 Formulate a good business model and business plan

One of the common mistakes that is done by most of the aspiring entrepreneurs is that they
ignore the importance of writing down a business plan and designing an effective business model
before starting their small business. The chances of failure by a small business are more likely to
be high if an entrepreneur launches his/her new business without first identifying and
understanding how their business will generate cash revenue to sustain itself in the long run.
Business failure can be avoided if entrepreneurs formulate good business models and draft a
business plan before launching their small businesses and even after they have opened their
doors for business a business plan must be consistently read by management and employees. A
business plan helps to guide the business to: (1) identify and outmaneuver its rivals in the
marketplace, (2) consistently remind management/employees about the core purpose of the
business so that they align their operational activities to the values of the business, (3) outline
how the firm will utilize its financial and human resources, (4) manage its (customer, employee
and supplier) relationships and effectively handle customer grievances, (5) help the firm to
maintain a high level of innovation/creativity through teamwork, introduction of new

products/services and so on.
1.10.4 Acquire good cash and inventory management skills

Most small business owner-managers fail to understand the fact that excessive inventory levels
negatively affect the business’s profit levels as the business incurs costs such as pilferage,
outdated products, breakages and so on. While on the other hand extremely low levels of
inventory negatively affect the business’s reputation in the market as it is more likely to
experience consistent product shortages or production schedule disruptions as a result of running
out of materials during the production/transformation process. Therefore, before an entrepreneur
opens up a small business they need to have some form of basic education especially book-
keeping and inventory management skills. This can be easily done by studying towards a course
in accounting and purchasing & operations management at a college or university. The moment a
business is opened and it starts to incur expenses, generate day-to-day income all these
transactions need to be recorded (creating the profit and loss account, balance sheet and cash
flow statement). Accounting skills help the entrepreneur with the inventory management skills

such as the calculating of stock using the economic order quantity method, last-in first-out
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(LIFO), first-in first-out (FIFO) and many other concepts. It is important that an entrepreneur
who fails to acquire accounting skills outsources this critical business activity or employs a full
time book-keeper in order to protect the business from becoming bankrupt or experiencing

liquidity challenges.
1.10.5 Practice good human resources management or organizational behaviour

It does not matter if a business is big or small every business has to deal with the various day-to-
day people related issues. Entrepreneurs should always be aware of the fact that the success of
their business lies with their employees who ‘make and sell’ the firm’s products or services
while simultaneously liaising with customers or suppliers on a day-to-day basis. Entrepreneurs
who lack human resources management skills can register to study for a course at a college or
university. Typical good examples of leading global universities that offer human resources
management & labor relations related courses include; the premier University of KwaZulu-Natal
(UKZN) (South Africa), Queen’s University Industrial Relations Centre (IRC) (Canada) and
Boston University (United States of America) (All the above mentioned universities have been
cited with permission)®. They can also do extensive reading using books, human resources
management journals or online publications in the field to help strengthen their human resources

skills and be able to apply them in their day-to-day work activities. Many entrepreneurs who

have inadequate human resources management skills are more likely to do the following:

o pay inadequate compensation,

o provide poor working conditions,

o provide inadequate training due limited theoretical and practical knowledge of the subject
matter that employees need to be trained,

o recruit employees without the relevant qualifications or work experience,

o they conduct biased performance appraisals,

o apply ineffective leadership styles and fail to lead by example,

o their businesses tend to experience high employee turnover, and

4 Queens University Industrial Relations Centre (2018) About Us. Available from: https://irc.queensu.ca
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o they poorly manage change initiations in the business>® (Muteswa and Ortlepp, 2011:14).

An entrepreneur who practices good professional human resources management offers
employees consistent: (1) up-to-date training programs, (2) effective performance evaluation and
feedback, (3) promotes worker participation at the workplace (on issues such as decision making,
idea suggestions, collective bargaining negotiations and so on), (4) upholds good compensation
plans that rewards outstanding work performance by using performance-based bonus incentives
(Hunter, 2002), (5) develops a code of ethics handbook that is made available to every employee
in the firm to help maintain discipline at the workplace, (6) they consistently re-design jobs to
reduce boredom, (7) they consistently ensure that they adopt and effectively manage diversity at
the workplace with utmost care to successfully appeal to the diversified global marketplace®!
(Laubscher, 2001:18). Good entrepreneurs that want their business to prosper ensure that they
properly manage the shift of diversity management to inclusion in their human resources
department®? (Jordan, 2011). "Diversity means all the ways we differ. Some of these differences
we are born with and cannot change. Anything that makes us unique is part of this definition of
diversity. Inclusion involves bringing together and harnessing these diverse forces and resources,
in a way that is beneficial. Inclusion puts the concept and practice of diversity into action by
creating an environment of involvement, respect and connection - where the richness of ideas,
backgrounds, and perspectives are harnessed to create business value. Organizations need both
diversity and inclusion to be successful" (Jordan, 2011). For example, one of the world’s well
known organizations that has a top notch diversity management policy and program is
multinational consumer goods manufacturer Procter & Gamble, headquartered in Cincinnati,
Ohio, USA producers of personal care, grooming, hair care, baby diapers and feminine hygiene
brands that include, Pampers, Always, Head & Shoulders, Pantene, Ariel, Gillette (razors,

shaving cream, after-shave, shampoo, deodorants and so on), Vicks (cough & cold medicines)

30 Muteswa, R. and Ortlepp, K. (2011) Contributing Factors to Potential Turnover in a Sample of South African

Management Level Employees. Acta Commercii Journal, p1-17.
3! Laubscher, C (2001) Managing Diversity. People Dynamics, p16-18.

52 Jordan, T. H. (2011) Moving from Diversity to Inclusion. Profiles in Diversity Journal. Available

from: www.diversityjournal.com/1471-moving-from-diversity-to-inclusion/
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and many others>® (Procter & Gamble, 2015). Procter & Gamble’s human resources management
acknowledges the following: that every employee is talented in their own way that helps to
differentiate them from the rest of the other employees; amidst the highly exposed differences at
each and every workplace at the end of the day people come from different cultures, have diverse
opinions and unique personal experiences in life (Procter & Gamble, 2015). Diversity
management at Procter & Gamble is not a sole responsibility of the human resources
management but an organizational effort that requires commitment from the board of directors,
top management, middle management, lower level management and the employees. Therefore
the mission of Diversity and Inclusion is: “Everyone valued. Everyone included. Everyone
performing at their peak” (Procter & Gamble, 2015). Procter & Gamble’s human resources
management function created a supportive and motivating workplace that can easily encourage
its talented employees to be willing to go the extra mile when doing their tasks or duties and it
also fully acknowledges that in order for the firm to prosper, it must value, respect and highly
involve the employees who enable Procter & Gamble (P&G) to be what it is today in the
marketplace (Procter & Gamble, 2015). “Diversity & Inclusion is a critical enabler of value
creation. It is an intentional choice to understand and value the diversity of the consumers we
serve as well as our fellow employees. It is that simple. We make Diversity & Inclusion a
strategic priority. Our ‘where to play’ business strategies are focused on serving diverse
consumers, and our ‘how to win’ strategies begin with developing and leveraging a highly
diverse and inclusive organization”>* (Procter & Gamble, 2015:4). ““For P&G’s Disability &
Inclusion leaders, the symposium is just the beginning. “Over 20% of the workforce has some
sort of disability,” declares Mike Gartner”” (Procter & Gamble, 2015:12). P&G was recognized
by the leading Hispanic Network Magazine as the ‘Best of the Best Top Disability-Friendly
Employers’ (Procter & Gamble, 2015:4).

33 Procter & Gamble (2015) Diversity & Inclusion. Available from:

www.us.pg.com/who_we_are/our_approach/diversity_inclusion

>4 Procter & Gamble (2015) Diversity & Inclusion Annual Report: Enabling a Culture of Innovation & Productivity .
Available from: https://za.pg.com/-

/media/PGCOMUS/Documents/PDF/Who We_ Are/DiversityandInclusion/PG_Diversitylnclusion AR_2012%20pd
f.pdf?la=en-ZA&v=1&hash=4FFCAD80S8ADD64852EFE61FCE388C996DEC99D0S
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1.10.6 Implement effective marketing skills

Every business is formed to sell its products or services to its target customers. Entrepreneurs
should implement effective marketing strategies that help them reach-out to their target market
and persuade them to buy their products or services. Effective marketing is when the business
strategically promotes its products or services through digital media such as social media
platforms, company websites, mobile phone technologies and so on. In addition effective
marketing occurs when a small business promotes its products or services using integrated
marketing communication strategies (namely advertising, direct marketing, public relations,
personal selling and sales promotions). Carefully designed and executed marketing strategies
result in the organization gaining a higher market share, a good image in the market, gaining a
powerful brand status, increased sales revenue, high profit income, increased customer loyalty
and so on. Entrepreneurs who do not want their small businesses to fail must ensure that they
employ people with good marketing work experience, skills and qualifications to effectively
handle their business’s day-to-day marketing activities. It is also advisable for entrepreneurs to
do extensive research and reading marketing books, journals or online publications in the field to
help reduce the risk of their business closing down due to the lack of marketing management

skills.
1.10.7 Develop a competitive advantage

One of the ways an entrepreneur can avoid his or her business from failing is by ensuring that it
uniquely differentiates itself from its competitors in terms of pricing, products/services, quality,
skills, business performance, effective leadership and so on. A competitive advantage can be
defined as something the business can do profitably that is unique to itself and it can do in a
highly distinctive manner that completely enables it to be recognized as completely different
from its competitors in the marketplace for instance highly innovative products/services, pricing,
quality, customer service, business performance, effective leadership and so on. Good quality
leadership also helps many organizations to create a competitive advantage in the market over a
long time period. Most of the successful businesses today are well known for their excellent
leadership succession plans and good-to-great leaders. A good example of a successful global

organization that has historically created a competitive advantage of having good-to-great
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leaders is the Mumbai, India headquartered the Tata Sons Private Limited. >>“We are the Tata
group. India’s only value based corporation-a visionary, a pioneer, a leader, since 1868. 1868:
A startup. Today: A global enterprise. As a 29-year-old, Jamsetji Tata set up a trading firm in
1868. Today, the operating companies of the Tata group lead the nation in ten business verticals.
66% of Tata Sons is owned by trusts. The Tata Trusts promote education, health, culture and
livelihood initiatives in India. The Trusts are focused on providing quality education for children,
especially those from marginalized backgrounds. $110.7bn in revenues in 2017 — 18. The
combined market cap of Tata companies is $145.3 billion (as on March 31, 2018). Bombay
House in Mumbai is the headquarters of the Tata group. There are 706,511 of us. And counting.
The companies of the Tata group employ many of India’s best and finest, strengthened by a
culture of ethics and integrity. Community-the purpose of our existence. We are inspired by
Jamsetji’s words and deeds which have helped us contribute to society and help build fine
institutions. Tata Medical Center, Kolkata, provides free or subsidised cancer care to
underprivileged patients in the region™® (Tata Sons Private Limited, 2019,

https://www.tata.com/about-us). “N  Chandrasekaran  Executive —Chairman. Natarajan

Chandrasekaran is Chairman of the board of Tata Sons, the holding company and promoter of
more than 100 Tata operating companies with aggregate annual revenues of more than US$100
billion. He joined the board of Tata Sons in October 2016 and was appointed Chairman in
January 2017. Chandra also chairs the Boards of several group operating companies, including
Tata Steel, Tata Motors, Tata Power, Tata Global Beverages Limited, Indian Hotels Company
Limited and Tata Consultancy Services (TCS) — of which he was Chief Executive Officer from
2009-17. The Tata group companies include 29 publicly-listed corporations with a combined
market capitalization that exceeded US$120 billion at the start of 20177 (Tata Sons Private

Limited, 2019, https://www.tata.com/management-team#//management-team/n-chandrasekaran).

B«Ratan N Tata Chairman Emeritus. Ratan N Tata was the Chairman of Tata Sons, one of the

55 Tata Sons Private Limited (2019) About Us. Available from: https:/www.tata.com/about-us

%6 Tata Sons Private Limited (2019) 4bout Us. Available from: https://www.tata.com/about-us

57 Tata Sons Private Limited (2019) N. Chandrasekaran: Executive Chairman. Available from:

https://www.tata.com/management-team#//management-team/n-chandrasekaran
>8 Tata Sons Private Limited (2019) Ratan N Tata Chairman Emeritus. Available from:

https://www.tata.com/management-team#//management-team/rnt
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two promoter holding companies of the Tata group, from 1991 till his retirement on December
28, 2012. He was also chairman of the major Tata companies, including Tata Motors, Tata Steel,
Tata Consultancy Services, Tata Power, Tata Global Beverages, Tata Chemicals, Indian Hotels
and Tata Teleservices. During his tenure, the group’s revenues grew manifold, totalling over
$100 billion in 2011-12. Mr. Tata is also associated with various organisations in India and
overseas. He is the chairman of two of the largest private-sector-promoted philanthropic trusts in
India. He is a member of the Indian Prime Minister’s Council on Trade and Industry. He is the
president of the Court of the Indian Institute of Science and chairman of the Council of
Management of the Tata Institute of Fundamental Research. He also serves on the board of
trustees of Cornell University and the University of Southern California. Mr. Tata serves on the
board of directors of Alcoa, and is also on the international advisory boards of Mitsubishi
Corporation, JP Morgan Chase, Rolls-Royce, Temasek Holdings and the Monetary Authority of
Singapore. The Government of India honoured Mr. Tata with its second-highest civilian award,
the Padma Vibhushan, in 2008. He has also received honorary doctorates from several
universities in India and overseas” (Tata Sons Private Limited, 2019,

https://www.tata.com/management-team#//management-team/rnt).

1.10.8 Effective leadership

The moment an entrepreneur registers and launches their small business they automatically
become the leader of their employees. *According to Michael Porter (1990) today’s competitive
realities demand leadership. Leaders believe in change; they energize their organizations to
innovate continuously; they recognize the importance of their home country as integral to their
competitive success and work to upgrade it (Michael Porter, 1990. The Competitive Advantage
of Nations. Harvard Business Review, March-April). Entrepreneurs who become effective
leaders in their businesses avoid incidences of business failure since poor leadership is one of the
most common reasons why small businesses fail nowadays. Good-to-great leaders in most
businesses ‘lead by example’ which means that leaders should practice what they advise others
to do in order for them to successfully gain the support and commitment of the people they lead.
It has since been discovered by numerous academics and researchers that employees who work

in an organization that is well led often have high organizational commitment levels and

3 Michael Porter, 1990. The Competitive Advantage of Nations. Harvard Business Review, March-April
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performance standards which leads to increased profits for the organization. There are many
successful women entrepreneurs in the world today and this will be discussed in greater detail in

the following section.

1.11 Women entrepreneurs’ boosting the global economy

Historically a very limited number of women participated in the field of entrepreneurship and
generally men were the key players in the entrepreneurial field. Notably in the present day
business world in particular ‘the field of entreneurship’ it now has quite a number of leading
female entrepreneurs and some of them are consistently ranked as the richest and most successful
entrepreneurs in the world. Nowadays almost every month, 6 months or year there are several
women business leaders being nominated for various leadership awards such as the ‘best
businessperson of the month or year’ by several leading global academic institutions,
professionals associations, academic business journals, leading entrepreneurship magazines,
newspaper surveys and so on. The participation of women in the field of entrepreneurship has
increased at an accelerated rate over the past decades. *®'According to VanderBrug, J. (2013)
The Global Rise of Female Entrepreneurs. Harvard Business Review, “Women-owned entities in
the formal sector represent approximately 37% of enterprises globally — a market worthy of
attention by businesses and policy makers alike. While aggregated data is often challenging to
find, the recent Global Entrepreneurship Monitor (GEM) found 126 million women starting or
running businesses, and 98 million operating established (over three and a half years)
businesses. That’s 224 million women impacting the global economy — and this survey counts
only 67 of the 188 countries recognized by the World Bank. These entrepreneurs cross the
spectrum of micro to high growth — from supporting life to creating wealth” ®*(VanderBrug, J,

2013. The Global Rise of Female Entrepreneurs. Harvard Business Review September Issue).

80 “Strengthening Access to Finance for Women-Owned SMEs in Developing Countries,” International Finance
Corporation, World Bank Group, October 2011.
1 VanderBrug, J. (2013) The Global Rise of Female Entrepreneurs. Harvard Business Review

62 Global Entrepreneurship Monitor (GEM) (2012) Global Entrepreneurship Monitor Women'’s Report. Available

from: https://www.gemconsortium.org/ [Accessed 2018, 20 July]
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3 According to the US Small Business Administration Office of Advocacy (2012) there were 9.9
million women-owned businesses in the United States of America with USD$1.4 Trillion of

annual receipts and employing 8.4 million people (US Small Business Administration Office of

Advocacy, 2012:1).

%4According to the Government of Canada Innovation, Science and Economic Development
Canada (2016:23) Statistics Canada’s Survey on Financing and Growth of Small and Medium
Enterprises, 2014 distinguishes five types of business ownership based upon gender: female-only
ownership, majority female, equal partnership between male and female owners, minority female
and no female ownership. Based upon the survey data presented, equal partnerships between
male and female owners account for nearly 20 percent of all SMEs. Majority ownership by males
is four times higher than majority ownership by females at 64.7 percent compared with 15.7
percent respectively. Statistics Canada’s Survey on Financing and Growth of Small and Medium
Enterprises, 2014 indicated that SMEs owned by females are concentrated in the service sector,
most commonly in information, administration, health care and recreation; and other services
(24.1 percent and 23.0 percent respectively). Construction and agriculture/primary have the
lowest values for majority ownership by females (5.1 percent and 6.2 percent respectively).
Agriculture/primary has the highest share of equal partnerships between male and female owners
(32.6 percent). Wholesale trade and manufacturing have the same proportion of majority
ownership by females (8.8 percent) ®°%®(Government of Canada Innovation, Science and
Economic Development Canada, 2016:23. “Reproduced with the permission of the Minister of

Industry, 2018”). Nowadays several women entrepreneurs have become powerful business

63 US Small Business Administration Office of Advocacy (2018) Small Business Profile: United States. Available

from: https://www.sba.gov/sites/default/files/advocacy/2018-Small-Business-Profiles-All.pdf

% Government of Canada Innovation, Science and Economic Development Canada (2016) Key Small Business
Statistics. Available from: https://www.ic.gc.ca/eic/site/061.nsf/vwapj/KSBS-PSRPE June-Juin_2016_eng-
V2.pdf/$file/KSBS-PSRPE _June-Juin_2016_eng-V2.pdf

% Government of Canada Innovation, Science and Economic Development Canada (2016) Key Small Business
Statistics. Available from: https://www.ic.gc.ca/eic/site/061.nsf/'vwapj/KSBS-PSRPE June-Juin 2016_eng-
V2.pdf/$file/KSBS-PSRPE_June-Juin_2016_eng-V2.pdf

% Statistics Canada, Survey on Financing and Growth of Small and Medium Enterprises, 2014; and Innovation,

Science and Economic Development Canada calculations.

58


https://www.sba.gov/sites/default/files/advocacy/2018-Small-Business-Profiles-All.pdf
https://www.ic.gc.ca/eic/site/061.nsf/vwapj/KSBS-PSRPE_June-Juin_2016_eng-V2.pdf/$file/KSBS-PSRPE_June-Juin_2016_eng-V2.pdf
https://www.ic.gc.ca/eic/site/061.nsf/vwapj/KSBS-PSRPE_June-Juin_2016_eng-V2.pdf/$file/KSBS-PSRPE_June-Juin_2016_eng-V2.pdf
https://www.ic.gc.ca/eic/site/061.nsf/vwapj/KSBS-PSRPE_June-Juin_2016_eng-V2.pdf/$file/KSBS-PSRPE_June-Juin_2016_eng-V2.pdf
https://www.ic.gc.ca/eic/site/061.nsf/vwapj/KSBS-PSRPE_June-Juin_2016_eng-V2.pdf/$file/KSBS-PSRPE_June-Juin_2016_eng-V2.pdf

people in many notable companies across the world. A good example of one the world’s leading
and remarkable female entrepreneurs is popular talk show host Oprah Winfrey, Founder of
Oprah Winfrey Leadership Academy for Girls, today Oprah Winfrey now co-owns one of the
world’s largest television channel called OWN (Oprah Winfrey Network) which was launched
during the year 2011.In addition, one of the dominant female entrepreneurs who has
significantly contributed to the economic development of the global economy and society in
general is German-based Susanne Quandt Klatten a shareholder of one of the world’s largest
automobile manufacturing company called the BMW Group. Susanne Klatten is one of the
remarkable female entrepreneurs who has managed to set a good example to all the aspiring
entrepreneurs both men and female. Furthermore, Mrs. Sussane Klatten is one of the leading
global entrepreneurs who has managed to go the extra mile in uplifting and supporting other
entrepreneurs in her home country of Germany by establishing the UnternehmerTUM (Centre
for Innovation and Business Creation at TUM). “UnternehmerTUM was founded in 2002 by the
entrepreneur Susanne Klatten. With more than 50 high-growth technology start-ups each year
and its unique offering, it is the leading center for business creation in Germany. Through my
commitment, I want to encourage entrepreneurship in Germany. As an entrepreneur I know that
the work of UnternehmerTUM is an important step towards a new culture of entrepreneurship in

our society”®

(Susanne Klatten, Associate and Supervisory Board Chairwoman of
UnternehmerTUM GmbH cited in UnternehmerTUM GmbH, 2018). According to
UnternehmerTUM (2018) UnternehmerTUM offers founders and startups a complete service
from the initial idea to IPO. A team of experienced entrepreneurs, scientists, managers and
investors supports the founders with the development of their products, services and business
models. The experts accompany them actively with building up their companies, market entry
and financing — also via Venture Capital. The accelerator programme TechFounders coaches
technology startups over a period of 20 weeks up to an initial venture round, and paves the way
for joint ventures with established companies. For industry partners, UnternehmerTUM is a
unique platform for cooperation with new companies, and for expansion of their innovative
strength and culture. Covering 1500 square metres, ‘MakerSpace’, Europe's largest publicly

accessible high-tech workshop, enables companies, startups and creatives to produce prototypes

and small batches using state-of-the-art machines such as large 3D printers (UnternehmerTUM,

7 UnternehmerTUM (2018) About Us. Available from: https://www.unternehmertum.de/about-us.html?lang=en
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2018). ®Interestingly, Susanne Quandt Klatten has been an entrepreneur since 1991 and earned
her Business Administration degree at the University of Buckingham (Bachelor of Science) and
during the year 1988 she earned a Master of Business Administration (MBA) at the International
Institute for Management Development in Lausanne. She has been a Member of the Supervisory
Board of the BMW Group since 1997 up until 2019 (BMW Group, 2018). ®Global automobile
manufacturer Bayerische Motoren Werke AG known as BMW which is headquartered in
Munich, Germany was founded on 21 July 1917 as Rapp Motoren Werke but was renamed to
Bayerische Motoren Werke. After the Great War the brand “BMW” as well as all assets of the
(aero-) engine business were transferred from this company to Bayerische Flugzeugwerke
[BFW], which was founded on 7 March 1916. Since then, the BFW was named “Bayerische
Motoren Werke” (BMW Group, 2018). Historically the BMW Group has a history of being led
by great leaders with exceptional leadership qualities starting in 1959 when a new management
restructuring exercise under the effective leadership of Herbert Quandt was conducted which
greatly uplifted and positively turned around BMW to become a successful company it is today

(BMW Group, 2018).
1.12 Conclusion

It can be concluded that cultural diversity is now a critical element of successful
entrepreneurship in the modern business environment. Global entrepreneurship statistics have
highlighted that more people are being attracted to the entrepreneurial field every year. The
entrepreneurial behavior shall continue to thrive as long as entrepreneurs continue to search for
unfulfilled business gaps in the market. Entrepreneurs who tend to be successful in general
sincerely love their business, take calculated risks, have the ability to implement their business
idea and persevere despite failing several times. Most of the small businesses fail due to
inadequate management skills, under capitalization, poor location and mismanagement of

growth. Therefore, in order to avoid business failure entrepreneurs should draw up business

%8 BMW Group (2018) Supervisory Board. Available from: https://www.bmwgroup.com/en/company/company-

portrait.html
% BMW Group (2018) Five BMW Milestones. Available from: https://www.bmwgroup.com/en/company.html
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plans, regularly conduct market research, seek adequate funding from financial institutions,

practice effective leadership and employ people with good business management qualifications.
1.13 Discussion questions

1. Define entrepreneurship and an entrepreneur? What do you think is causing this sudden

increase or interest in the field of entrepreneurship?

2. Describe the characteristics of successful entrepreneurs and please provide relevant examples?
Explain why do you think entrepreneurs should sincerely like their business and maintain high

levels of consistency when they start a business?
3. Outline the advantages and disadvantages of owning a small business?
4. What are the four misconceptions often made by entrepreneurs?

5. Explain the 8 reasons why small businesses fail? Outline what can be done to avoid small

business failure?
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Chapter 2: Business innovation, idea generation &

building a competitive advantage

After studying this chapter you should be able to:

e Understand the meaning of the term innovation and creativity.

e Describe some of the few inspirational innovation centered global businesses.

e Identify the importance of innovation to a business.

e Outline the traits of innovative and creative people and the five idea generating
techniques.

e Describe the causes of idea generation failure in small businesses.

¢ Outline how small businesses can create a competitive advantage.
2.1 Introduction

Transformative innovation in small businesses today has been adopted at a highly accelerated
rate as a result of the relentless efforts of governments from the continents of Africa, Europe,
North America, Oceania, Asia and South America. Interestingly, the various governments from
the continents of Africa, Europe, North America, Oceania, Asia and South America currently
have unquestionable, multi-faceted good relationships that are intertwined by the diverse cultural
connections (stemming from the historical global emigration patterns) and global trade. In the
modern day business world almost everything around us is changing on a daily basis due to
increased technological advancements. In some parts of the world innovation has been halted by
competition-restraining regulations which often reduce the rate at which businesses manage to
keep-up with new technological developments’ (OECD, 2007:14). Remarkably, countries such
as Australia, Canada, France, Denmark, Sweden, Germany, the United Kingdom and Belgium
continue to succeed in achieving highly impactive innovation in the information, communication
and technology (ICT) related fields as a result of their light competition-restraining regulations

that attract high research & development & direct investments in their ICT sectors (OECD,

0 OECD (2007) Innovation and Growth: Rationale For An Innovation Strategy,
https://www.oecd.org/sti/inno/39374789.pdf
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2007:14). "'“In particular, investment in ICTs is positively correlated with uptake and diffusion
of innovation (OECD 2004b). The use of ICT is closely linked to the ability of firms to innovate,
i.e. introduce new products, services, business processes and applications. Moreover, ICT has
helped to facilitate the innovation process, for example by speeding up scientific discovery”
(OECD, 2007:14). According to OECD (2007:6) the role of innovation for growth is
strengthened by advances in new technologies, and a greater focus on knowledge creation and
use. Much of the rise in living standards is due to innovation — this has been the case since the
Industrial Revolution. Today, innovative performance is a crucial factor in determining
competitiveness and national progress. Moreover, innovation is important to help address global
challenges, such as climate change and sustainable development. But it is the application of
advances in technology, in conjunction with entrepreneurship and innovative approaches to the
creation and delivery of goods and services, which translates scientific and technological
advances into more productive economic activity’? *(OECD, 2007:6). Furthermore, according to
OECD (2007:8) as a result, major emerging market economies are no longer simply low value
added producers but are adding their weight to the creation and commercialization of innovative
products, processes and services. Trade data on the four most significant economies (Brazil,
Russia, India and China;, “BRIC”) show that these have become more active in higher
technology industries over the past decade. Figure 2 shows that between 1996 and 2004 the share
of high technology goods has doubled to reach about 30 percent of total trade (exports plus
imports) in manufactured goods by the BRIC countries. It should be noted that most of this rise
is accounted for by China’ (OECD, 2007:8; OECD, Bilateral Trade Database).

Today in the field of entrepreneurship in most countries around the world there is immense
competition on how to attain an innovation led competitive advantage. Businesses that manage to

keep up with the fast changing business practices, processes, systems and so on happening in

T OECD (2004b) The Economic Impact of ICT.

2 OECD (2007) Innovation and Growth: Rationale For An Innovation Strategy,
https://www.oecd.org/sti/inno/39374789.pdf
3 OECD (2005c¢) Science, Technology and Industry Scoreboard 2005.

74 OECD, Bilateral Trade Database.
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today’s business world are those that have adopted an innovation led culture. An organization’s
intellectual capital is the main driver of business innovation and in most instances a business that
has high intellectual capital has a high innovation capability including the ability to identify
viable business opportunities in the market. Generally an innovation oriented small business
focuses on generating new brilliant ideas, nurturing them and carefully executing them. It is
important to highlight the fact that creativity is one of the outcomes of innovation orientated
businesses and thus it is a sub-component of innovation. A small business that embraces
innovation as a way of life will definitely prosper at its creativity initiatives and it will remain
rich with original concepts and it is more likely to remain innovation centred. One of the key
benefits of innovation in a firm is that it helps to engage and inspire employees to tap into the
power of the internal crowd, and empower employees to create, invent and innovate new

products, processes and services’® (Imaginenation.com.au, 2016, www.imaginenation.com.au).

“America’s innovation-driven, high-tech economy isn’t concentrated around a few hubs like
Silicon Valleys; it is widely diffused—and every state and congressional district has a stake in its
success”’” (Wu, Nager and Chuzhin, 2016). Over the past years the United States of America’s
innovation-driven high-tech economy has successfully blossomed in various areas namely; the
Route 128 tech corridor around Boston, Massachusetts; Research Triangle Park in Raleigh,
Durham, and Chapel Hill, North Carolina; Austin, Texas; Seattle, Washington; and, of course,
California’s vibrant Silicon Valley (Wu, Nager and Chuzhin, 2016). “Recent technological
advancements—such as faster computing, better algorithms, and more robust communication
networks—have made it easier and cheaper to collect, store, analyze, use, and disseminate data.
These changes have led to the emergence of the data economy: an economy where success
depends on how effectively firms can leverage data to generate insights and unlock value. Better
use of data will be a crucial driver of economic and societal progress in the coming decades. The

widespread adoption of data analytics and artificial intelligence is expected to contribute

75 Imaginenation.com (2017) Innovate Eco-systems. Available from:

http://www.imaginenation.com.au/tag/innovative-eco-systems/

76 Imaginenation.com.au (2016) 8 Reasons Why Innovation is Important to Businesses Today. Available from:

http://www.imaginenation.com.au/innovation-blog/8-reasons-innovation-important-businesses-today/

77'Wu, J., Nager, A. and Chuzhin, J. (2016) High-Tech Nation: How Technological Innovation Shapes America’s
435 Congressional Districts. Available from: https://itif.org/publications/2016/11/28/technation
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hundreds of billions of dollars to the U.S. GDP in the coming years in sectors such as finance,
transportation, and manufacturing, while unlocking new opportunities to improve outcomes in
fields such as education and health care” (Castro, New and Wu, 2017). The new global
phenomenal is data-driven innovation and countries such as the United States of America have
already begun to thrive in the data economy (Castro, New and Wu, 2017). In this chapter the
sub-components of innovation and creativity that will be covered are depicted in Figure 2.1

below.

Figure 2.1 Ten sub-components of innovation & creativity
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2.2 Definition of innovation and creativity

78« At ImagineNation™ we acknowledge that innovation is about creating “changes that add
value ”"and involves knowing how to see, respond & solve problems in creative ways that people
value & cherish! Business enterprise innovation involves making changes that add value in terms
of either revenue growth or increased operational efficiency. It may involve the creation of new
products and services that deliver value to customers, in a manner that is supported by a
sustainable ~ and  profitable  business  model”””  (Imaginenation.com.au, 2017,

www.imaginenation.com.au). In addition, innovation can also be defined as a