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Definitions

	Term
	Definition

	Expense Good
	A material resource (usually a current asset) which is used up from operating the venture.  Ex. Paper, Stationary, Gasoline.

	Capital Good
	A material resource (usually a fixed asset) which lasts a long time though must be depreciated over time.  Ex. Buildings, Machinery, Equipment.

	Depreciate
	The act of reducing the value of a capital good in accounting records to reflect the age and level of usage of the good.

	Grant
	Money given by the government which does not need to be repaid.

	Internal Human Resources
	People who are actually part of the venture.  Ex. Employees, Entrepreneur, Partners.

	External Human Resources
	People outside of the company who provide their services to it.  Ex. Lawyers, Bankers, Accountants.

	External Recruitment
	Attempting to fill a position in the company by recruiting a person currently outside the venture.

	Internal Recruitment
	Offering a new position or job to someone already within the venture.

	Remuneration
	Any sort of compensation used to pay for human resources.  Ex. Salary, Wages, Dividends.

	Mobilize
	To organize resources so they are used in an effective way in regards to meeting the venture’s goals.

	Long-range Objective
	A goal that take many years to achieve.

	Computerized Inventory Control System
	A computer-based system designed to automatically maintain and update records of inventory received and sold.

	Quality Control
	The process of monitoring and ensuring the quality of a product or service produced by the venture.

	Cash Flow
	The amount of money a venture receives and pays out over a period of time.

	Laissez-Faire Leader
	A leader who ignores the specifics of a job or task and instead gives employees the freedom to determine how to accomplish their task.

	Sole Proprietorship
	The simplest form of business ownership, where the venture only has one owner.  This owner is entitled to all profits of the venture, but also all its liabilities.

	Partnership
	A formal, legal commitment between two or more people to work together to achieve the objectives of the venture.

	Corporation
	A legal entity separate from its owners which is created by a corporate charter.  Ownership is separated into shares and decision-making power of an owner is based on the number of shares he/she owns

	General Partnership
	A type of partnership where all partners are liable for the business’ debts.  This means each partner is responsible for debts caused by other partners (unlimited liability).

	Joint Venture
	A venture commenced by two or more parties.

	Limited Partnership
	A type of partnership which has one or more partners who are only liable up to the amount they invested into the venture.

	Silent Partner
	A partner who invests money into a partnership, but does not have an active role in its operation.

	Corporate Charter
	A legal document which establishes a corporation.

	Share
	A unit of ownership of a business, usually a corporation.

	Franchise
	A form of business ownership where the owner of a successful business (franchiser) licenses the business to a franchisee for a regular royalty fee.  All the different franchisees must operate their location in the same way as the franchiser.

	Vendor’s Permit
	A license that has to be obtained when opening a retail business.


Resources for a Successful Venture

· Ventures always need resources

· Costs of resources can be either fixed or variable
Material Resources

· Materials needed to operate business

· Expense goods

· Used up during process of running business
· Capital goods

· Last a long time

· Lose value over time (depreciate)

Technological Resources

· Information technology is now so important that it is its own resource

· Decisions and discussions can now happen anywhere and at any time

· Problem is deciding what technology is needed

Financial Resources

· Funds for start-up costs and operating expenses

· Need to carefully project revenue and costs

· Possible methods for funding

· Equity financing

· Investors get ownership stake in venture

· Ex. Personal savings, Investors (angel investors, venture capitalists, etc.), Blood money

· Debt financing

· Borrowing money which must be repaid, often with interest

· Ex. Loans, Mortgages

Human Resources

· The people who make the venture work

· Internal human resources

· People actually part of the venture

· External human resources

· People outside the venture who help

· Need to decide what jobs need to be done and how much you can afford to pay

· Then write job descriptions

· Need to consider training, paycheque deductions, taxes, regulations, and employee benefits

Finding and Keeping Good Employees

· Need to find best people who fit jobs you need

· Easy to find people, difficult to find right people

· Need to do recruiting and selection process in detail

· Can use either internal or external recruitment

	
	Advantages
	Disadvantages

	Internal Recruitment
	Already know skills, abilities, and work habits of employees.
	Limited choice, so you may not be getting the best possible person on the job.

	External Recruitment
	Find people with new and exciting ideas, experiences, and knowledge.
	Hiring someone you do not know.

Current employees may be upset they were passed over.


Choosing the Best Person for the Job
1. Review resumes of applicants

2. Conduct interviews with prospective employees

3. Guide new employees through orientation period

· Need to train employees properly and thoroughly

Building Employee Loyalty

· Need to treat employees well to attract and retain enterprising employees

	Keeping Good employees

	1. Treat them with respect.

	2. Value their ideas.

	3. Asks for their opinions.

	4. Be honest about future opportunities.

	5. Ask for input and give feedback.

	6. Clearly communicate policies and expectations.

	7. Be flexible.

	8. Encourage them to constantly upgrade their skills.

	9. Provide opportunities for ongoing staff development.

	10. Offer pay incentives for improved performance.


· May also have pay incentives on top of normal remuneration

· Encourages employees to be more productive

· Ex. Gain sharing, Profit sharing, Group incentives, Individual incentives, Pay for knowledge (when employees learned new skills), Key contributor program, Long-term programs (reward consistent performance)
The External Venture Team

· They offer advise and services to help the entrepreneur

· Need to recognize potential benefits of seeking them

· Ex. Lawyers, Bankers, Accountants, Real-estate agents, Insurance brokers, Management consultants

The Functions of Management

Planning

· Setting goals and how to attain them

· Short term plans (within 1 year)

· Long term plans (longer than 1 year, usually 3-5 years)


Organizing
· Find right people to do the work

· Decide which people will do each job

· Organizing human, financial, material, technological resources to reach goals
Leading
· Motivate people to work towards goals and do their best

· Earn respect and provide direction to others
Controlling
· Make sure everything is in the right place and doing what it is supposed to

· Inventory controls

· Keep costs minimal, use space efficiently, and keep track of stock
· Financial controls

· Keep financial resources safe and accounted for

· Production controls

· Feed forward

· Inspect raw materials before production

· Concurrent

· Check products as they are made

· Feedback

· Examine product after it is made
Effective Leadership
1. Autocratic Leader
· Entirely goal-oriented

· Single person or small group makes all decisions and holds all authority

2. Democratic Leader

· Encourage employees to participate in decision-making
· Delegate authority to subordinates based on trust

3. Collegial Leader

· Democratic, though everyone considered equal instead of in a hierarchy
· More team-based with emphasis on loyalty and respect

4. Laissez-Faire Leader
· Ignores specifics of task and gives employees freedom to choose how to accomplish it
Motivating Others

· Must recognize needs of employees and choose incentives which best motivate them

· Must also be wary of the amount of resources you can afford to use

· Use Maslow’s Hierarchy of Needs (below) to identify possible motivators
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Facilitating Communication

· Need to make sure lines communication in organization work effectively

· Need to both communicate ideas and listen well

· Active listening, empathy, speaking clearly

Resolving Conflicts

· Need to effectively solve problems before they grow and multiply

· What is fair?

· Need to listen to both sides and be objective

Managing Personal Stress

· Need to balance commitment with venture and personal commitments

· Take care of health and mind

· Distress (
· Negative Stress

· Eustress (
· Good stress

· Caused by excitement

· Drives entrepreneurs

Choosing the Right Form of Ownership

Sole Proprietorship

· Simplest form of business ownership

· Only one owner

Partnership

· Formal commitment between two or more people to work together in order to achieve objectives of business venture

Types of Partnership

· General partnership (or unincorporated partnership)

· Registered in same way as sole proprietorship

· Unlimited liability for all partners

· In bankruptcy, assets of any partner can be claimed by creditors if even one can not pay

· Limited partnership
· Partners have limited liability

· Some general partners may have unlimited liability though

· Silent partners usually prefer this type of partnership

· “Handshake” or unofficial partnership

· Often leads to regrets

The Partnership Agreement

· Legal document that establishes the partnership, outlines the rules in the partnership, and conditions for termination
· Goals and objectives of partnership

· Initial contributions of each partner

· Roles, responsibilities, and commitments

· Drawing limits of each partner (how much money a partner can take from the venture at a time)

Corporation or Limited Company

· Legal entity created by law and established by a corporate charter that is separate from its owners
· Can enter its own agreements, own land, etc.

· Liability of shareholders limited to original money invested

· Dividends and decision-making power based on number of shares owned

· Often managed by a board of directors

Franchises

· Allows owner of successful business to license itself to someone else to duplicate it

· Franchisee can be sole proprietor, partnership, or corporation
· All individual locations have franchiser’s trademark, equipment, operating procedures, and standards

· Franchisees pay regular royalty fees to franchisers

· Fee depends on popularity of franchise

	Type of Ownership
	Advantages
	Disadvantages

	Sole Proprietorship
	· Quick, easy, and inexpensive to establish
· Only needs registration and related licenses

· Owner makes all decisions

· Owner includes all business profits/losses with personal income

· All profits to owner
	· Limited employee compensation plans
· All business income taxable

· Profits taxed at higher rate than corporations

· Harder to raise capital than other forms of ownership

· Unlimited liability

	Partnership
	· Quick, easy, and inexpensive to establish
· Each partner can deduct business losses (based on their investment) from income taxes for other sources of income

· Favourable tax treatment, especially for start-up losses

· Combines talents and resources of several people
	· General partners have unlimited liability
· Both business and personal income taxable

· Profits taxed at higher rate than corporations

· Unless stated, partnership ends when even one partner dies

· Decision-making process may be difficult

	Corporation
	· Unlimited life
· Ownership easily transferred without affecting licences of the company
· Dividends from profits can be a tax benefit for owners

· Company can arrange for better employee benefits such as group insurance or registered pension plans

· Limited liability for shareholders
	· More costly to set up because of government fees, name searches, legal fees
· Requires more formal annual activities such as annual reports

· Losses can not be deducted from owners’ personal income

· Losses from start-up can only be deducted from future profits of corporation

· Owners’ personal assets can still be claimed by creditors if they were put up as collateral

	Franchise
	· Franchisee benefits from franchise’s experience and popularity
· Pay less for material and technological resources as franchise can buy in bulk

· Franchisers can expand to new locations without having to do it themselves
	· Franchisee has to pay regular royalty fees

· Franchisee must follow franchiser’s policies, standards, procedures, and product lines

· Franchisees not free to run business completely by themselves


Laws and Regulations
· Three levels

· Municipal, Provincial, and Federal

· Ex. Union regulations, business permit, tax licences, building code regulations, labour laws, zoning bylaws, vendor’s permits

· Should seek help of lawyers, bankers, accountants, or local chamber of commerce

Sample Exam Questions
Questions
1. Sort the following resources into expense goods, capital goods, or other. (1 mark each)
· Paper

· Trucks

· Building

· Pencils

· Marketing and Sales Team

· Personal savings
· Gas

· Injection Moulding Machine

	Expense Good
	Capital Good
	Other

	
	
	


2. Complete the diagram of Maslow’s Hierarchy of Needs by filling in each level.        (1 mark each)

Answers

1. One mark for every item correctly placed in its category.  (8 marks total)

	Expense Good
	Capital Good
	Other

	· Paper

· Pencils

· Gas


	· Trucks

· Building

· Injection Moulding Machine


	· Personal savings
· Marketing and Sales Team


2. One mark for every level in the hierarchy correctly identified.  (5 marks total)





Step 1:


Establish Objectives








Step 2:


Plan Key Activities








Step 3:


Plan Sub-activities








Step 4:


Allocate Resources





Step 5:


Evaluate Effectiveness of the Plan





Overview of the Planning Process
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Physiological Needs





Safety/Security Needs





Social/Belonging Needs





Esteem Needs
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