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Chapter 1 – Opportunities and rewards 

Generic growth strategies 

 

Rewards for starting a small business 

1. Flexibility: for personal and family life. (most rapidly growing reward) 

2. Income: to give financial security 

3. Growth: continuous growth and learn as a person 

4. Wealth: A chance to build great wealth/high income  

5. Product: to develop an idea for a product 

6. Recognition: to achieve something and get recognition 

7. Admiration: to be respected 

8. Power: to lead and motivate others 

9. Family: continue family tradition 

BRIE-model 

4 elements needed to get your business started 

Boundary 

Creating a place for your business – location and mind-

set of people 

Example: business name, registration, Internet (where 

you can protect the resources) 

Resources 

Money, product, knowledge, etc. that make up the 

business 

Example: financial, human, informational resources 

1. Lifestyle or part-time 

firms 

 Sales of $25,000 or less 

 Very small, often operating seasonally 

 Growth: quickly level off (owner learn the basics of making money) 

 

2. Traditional small 

businesses 

 Smallest full-time business 

 Sales between $25,000 and $100,000 

 Growth: levels off after operations settle into consistent, money-making 

pattern 

3. High-performing 

small business 

 Sales between $100,000 and $1,000,000 

 Growth: at rates 5-15% annually, adding employees, growing through 

locations to maximise profitability  

4. High-growth 

ventures 

 Growth: rates of 25% + annually 

 Sales more than $1 million 

 Aim to become big firm and pursue high levels of professionalization and 

external funding 
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Intention 

Desire to start a business 

 

Exchange 

Moving resources/products/services in exchange for 

money 

 

Effectuation 

Definition:  

 An idea with a sense of purpose – to improve the state of the world and the lives of 

individuals by enabling the creation of firms, products, markets, services and ideas. 

 A logic of entrepreneurial expertise that is useful in highly unpredictable start-up phase 

and to reduce failure costs for the entrepreneur 

Principles of effectuation: 

1. Bird in hand 

Start with their means (who I am, what I know, whom I know). Imagine possibilities that 

originate from their means. 

2. Affordable loss 

Limit risk by understanding what they can afford to lose at each step, instead of seeking large 

all/nothing opportunities. They choose goals and actions where there is upside even if 

downside is happening. 

3. Lemonade (leverage contingencies) 

Invite the surprise factor. Instead of making ‘what-if’ to deal with worst-case, entrepreneurs 

interpret bad news and surprises as potential clues to create new markets. 

4. Patchwork quilt 

Build partnerships with self-selecting stakeholders. To obtain pre-commitments from these 

partners, reduce uncertainty (risk) and co-create the new market with its interested 

participants. 

5. Pilot in the plane (control vs predict) 

By focusing on activities within their control, an effectual worldview is rooted in the belief that 

the future is neither found nor predicted, but rather made. 

Effectuation process/cycle: 

Use the process to lower the risk of the venture by getting customers and income early, setting 

affordable loss, spreading risk to others, finding market opportunities by leveraging constraints 

and new information. 
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Myths about small businesses 

1. Not enough financing 

2. You can’t start a business during recession 

3. To make profits, you need to make something 

4. If you fail, you can never try again 

5. Students don’t have the skills to start a business 

Small businesses and the economy 

Creative destruction: the way newly created goods, services, or firms can hurt existing goods, 

services or firms. 

Importance: 

 Job creation – employ workers with any or zero skills 

 Innovation - Creative destruction: the way newly created goods, services, or firms can 

hurt existing goods, services or firms. Entrepreneurs are very flexible to do what they 

think is important. 

 New opportunities: offer the community to enjoy goods and services. 

7 key strategies of the entrepreneurial way 

1. Perseverance: continued effort to achieve a goal 

2. Scale back: use what you have 

3. Bird in the hand: use resources that you have 

4. Pivot: look for better opportunities as you go along 

5. Take it on the road: try other markets 

6. Ask for help: crowdsourcing – get opinions through collective involvement of others 

7. Plan to earn: look at capabilities, prospects and passion to find best idea 

Chapter 2 – Characteristics and competencies 

Five P’s of entrepreneurial behaviour 

1. Passion: intense positive feeling an entrepreneur has toward the business or idea behind 

the business. Passion is looking at challenges in creative way, being persistently focused 

on business and being absorbed by tasks and concerns. 

Benefits: 

 Increase commitment 

 Inspiring key stakeholders 

2. Perseverance: ability to stick with some activity even when it takes long and outcome is 

unknown. 
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3. Promotion/prevention focus 

 Promotion focus: attention to maximise gains & pursuing opportunities likely to lead 

to gains. 

 Prevention focus: attention to minimise losses, with a bias toward inaction or 

protective action to prevent loss. 

4. Planning Style 

 Comprehensive planners: develop long-range plans for all aspects of the business 

 Critical-point planners: develop plans focused on the most important aspect of the 

business first. 

 Opportunistic planners: start with a goal instead of a plan and look for opportunities 

to achieve it. 

 Reactive planners: passive approach, wait foe cues from the environment to 

determine what actions to take. 

 Habit-driven planners: do not plan, preferring to let all actions be dictated by their 

routines. 

5. Professionalization 

 Standard business practice: action that has been widely adopted within an industry 

or occupation. 

 Expert business: when all the major functions of a firm are conducted according to 

the standard business practices of its industry. 

 Specialized business: when businesses have founders/owners who are passionate 

about one/two of the key business functions like sales, operations, accounting, 

finance or human resources. 

 Minimalized business: when entrepreneur does nearly everything in simplest way 

possible. 

 


