CHAPTER 2:
START UPS AND THE NEED FOR COMPETITIVE ADVANTAGE
I)
Start ups – what are they and why start them?
· what is a start up? It is a business created from the ground up, created from “scratch” 

· as you know, there are several other ways in which entrepreneurs realize their dreams of running their own businesses, for example by buying a franchise, a family business or any other existing business and making it their own
· why initiate a business by way of a start up, instead one of the other routes mentioned above?

(i)
in order to begin a new type of business based on a recently invented or newly developed product or service;

(ii)
to take advantage of an ideal location, equipment, products/services, employees, suppliers, bankers; or

(iii)
to avoid undesirable precedents, policies, procedures, legal commitments of the existing firms, companies.

THINK ABOUT the many start ups that will result from the current pandemic. What will people need as a result of the fear instilled by Covid-19, and what businesses might we see arise from these various needs?

II)
What questions should the entrepreneur ask when considering a start up?
· there are many questions that an entrepreneur should ask when considering whether a start up is the right type of business for him/her, for example the following (the list is not exhaustive):

(i)
what are some different types of start up ideas;

(ii)
what are the sources of additional new business ideas;

(iii)
how can you identify a genuine opportunity that provides attractive financial rewards – remember the definition of entrepreneurial opportunity;

(iv)
how should you refine your business ideas;

(v)
what could you do to improve your chances of success; and
(vi)
what competitive advantage could your business have over the competition. 

III)
Five fundamental requirements of a start up: 

· as discussed in class, entrepreneurs must be mindful that not all ideas about a new product or service equal a good opportunity for a new business – we have discussed many of the factors that an entrepreneur needs to consider – here are a few more that are specific to start ups
· entrepreneurs should analyze the following 5 fundamental requirements in order to determine whether a start up is the best route to a new business for them:

(i) Market Factors: the product or service must meet a clearly defined market need and the timing must be right – recall that we discussed being on the right side of the curve and being mindful of timing;

FOR EXAMPLE, starting a new cruise line right now would be poorly timed due to the current restrictions on travel and, more specifically, cruising, resulting from the pandemic. Moreover, the number of people interested in taking cruises after the coverage in the news regarding the stranded cruiseship passengers has plummeted so there is significantly decreased need for this service. WHEREAS publishing a children’s book, video game or show that helps them understand why they cannot play with their friends and what exactly “social distancing” means may be perfectly timed and very much needed by the adults;
(ii) Competitive Advantage: consider whether the new business offers a product or service that customers perceive to be superior to those of its competitors – recall that we discussed having to offer something to potential customers that sets your product or service apart from what is already on the market and the competition that your new business may attract; 
FOR EXAMPLE, some lawyers will meet with clients in their homes if the client has mobility or transportation challenges;
(iii) Economics: one of the main motivating factors for entrepreneurs is the profit making potential of the business so the entrepreneur must analyze whether the start up will be financially rewarding, with the capability of earning a profit and growth – this may have to take into account what is going on in the industry, with respect to interest rates and tariffs, as well as trends in global markets
FOR EXAMPLE, after a slow rebound experienced in the travel industry as people found there was too much travel information on the internet to navigate, some aspects of the travel industry have recently been nearly decimated by Covid-19 so starting a travel agency at this time would unlikely be a prudent financial decision;   
(iv) Management Capability: the entrepreneur must be circumspect about his/her abilities, skills and experience in order to assess whether he/she has the capabilities required for the opportunity realized in the start up; and
FOR EXAMPLE, someone may be passionate about cycling but know of it only through the lens of a cyclist and not with any experience or training in starting or running a store selling bicycles; and
(v) Fatal Flaws: as we know, it is of no benefit to the entrepreneur to view the idea through rose coloured glasses, that is not how potential investors or customers will view the product or service – the entrepreneur must critically assess the opportunity to ensure that there are NO fatal flaws, no obstacles that will in and of themselves cause the business to fail. Not every idea will be a winner that cannot fail!

FOR EXAMPLE, consider opening a new restaurant during the current pandemic due to which restaurants can only offer take out and the maximum number of people permitted to gather in one place has been seriously curtailed. 

IV)
Where do entrepreneurs get their ideas for their start ups?
Prior work experience – 45% 

Personal interest/hobby – 16%

Chance happening – 11%

Suggestion – 7%

Education/courses – 6%

Family business – 6%

Friends/relatives – 5%

Miscellaneous sources – 4%

(i)
    Personal experience - the primary source of start up ideas

· the knowledge that entrepreneurs gain from past and present work experience is highly influential with respect to their start up ideas 

· entrepreneurs learn what they like and do not like about certain aspects of certain businesses based on their work experience

· entrepreneurs learn about the potential business possibilities with respect to modifying, improving, updating products or services currently on the market

· entrepreneurs learn that they can replicate a business idea in a different market, to a different section of the population, in a different location  
(ii)
    Hobbies and personal interest
· the avid skier may be motivated to start a ski shop in Banff

· the biker who loves travel may be motivated to open a bike shop that builds motorcycles made to travel the world in different climates, through different terrains, at different elevations

· the person who has an elderly relative with mobility issues may create an app that allows them to hire drivers with an appropriate vehicle and willing to wait for them during appointments for their relative

(iii)
    Accidental discovery – AKA “serendipity”

· what is serendipity (other than the awesome John Cusack movie)? – it is the phenomenon of making desirable discoveries by accident, stumbling across a great idea that you were not looking for – this, of course, requires the person to be open to the possibilities presented by the discovery 

FOR EXAMPLE – a person bored with the corporate life who discovers downed trees and is able to start a business of repurposing the wood to make furniture

(iv)
    Deliberate search:

· many entrepreneurs actively and specifically search out an idea for a product or service for their start up – they try to ensure, as much as possible, that they initiate a business based on an idea that suits their capabilities, will be profitable, allows them to be independent etc.

· not everyone who wants to start their own business has the creativity or experience that fosters business ideas 
· where do they do their research? Obviously the internet, but where else? Tradeshows, industry magazines and periodicals, conversations with others

THINK ABOUT what you would do if your paralegal practice was not profitable? Where you would go to conduct research if you wanted to start a new business but had no idea what service or product is economically viable right now? 
V)
Competitive advantage: 
· as discussed, competitive advantage is achieved when a business offers something that customers believe to be superior to what is already available to them – they are prepared to buy the product or pay for the service, to change brands, to attend at the entrepreneur’s store or pay for the new app because they perceive it to be worth their money

· what factors contribute to competitive advantage? What would make you cross the street to a new store, try a new product, hire someone offering a new service? 

(i)
price/value: the huge success and thus proliferation of “dollar stores” is because people know that many products made in other countries are sold at significantly higher prices at other stores as compared to the “dollar stores.” 
REMEMBER my stories about the cat food bowls and blue glass dolphin.
(ii)
unique service features: what service does the entrepreneur offer that sets it apart from what is available?  
FOR EXAMPLE a friend’s daughter who lost her second parent to addiction at a young age used the services of a very affordable funeral service that provided the casket, found a location for a modest service, arranged for the catering and allowed me to perform the memorial service. It was perfect for the young person who could not afford and did not want a big, expensive service, and who did not even know where to start in terms of arranging her parent’s funeral.   

(iii)
notable product attributes: what is special about the product itself that sets it apart from other products similar to it?
THINK ABOUT the growing popularity of hybrid vehicles but the ongoing concerns regarding the production and disposal of the car batteries. A company that develops a battery that can be produced locally and recycled or repurposed would have a significant advantage.    
(iv)
customer service: how does the company’s customer service compare to other companies? Money back no questions asked? Free shuttle services when the customer has to drop off his/her car for servicing? 
THINK ABOUT what is important to you as a customer? Remember the story of my friend and her husband who had terrible customer service when they went to brunch and never returned to that restaurant. 
(v)
accessibility: is the firm or store accessible to people with mobility issues, transportation challenges? Can it bring the product or service to the customer if it is not feasible for them to come to the entrepreneur? 
THINK ABOUT the Geek Squad – they go to their clients’ homes to resolve their technology issues – whereas other computer repair services require their customers go to them. 

VI)
Who is CORA TSOUFLIDOU?
· have you ever dined at a Cora’s? if yes, then you have enjoyed the results of this entrepreneur 

· Cora started her restaurant business at 40 years old, when she was a single mother with 3 children – she opened a small snack bar in Montreal and quickly realized that breakfast was a NICHE MARKET – she catered to the breakfast crowd (the usual fare of bacon and eggs, pancakes) but with a spin – wholesome ingredients used for made-to-order, artfully prepared items that appealed to health conscious customers

· by the early 1990s, Cora’s had served over 1,000,000 customers in 8 locations and she now has over 120 corporate and franchise locations across Canada

VII)
What is a niche market?      
· it is a special type of market segmentation strategy in which entrepreneurs try to isolate their firms from market forces, such as the competition, by focusing on a specific target market segmentation – it is a subset of the market, aimed at satisfying specific market needs
· the strategy employed to satisfy the niche market may take into account any or all of the elements of the marketing mix, including the price range, production quality, design, service, demographics etc.
· small firms that are trying to secure their place in the market and want to differentiate themselves from their, often much larger, competitors benefit from identifying and targeting niche markets
· what do many entrepreneurs do in their attempt to identify a niche market? They look for the gaps in the markets, including what the big companies offer

· one common adage of the niche market strategy is “Do one thing and do it right!” by focusing on: (i) a single market segment; (ii) limiting sales to a single geographic location; (iii) emphasis on a single product or service; or (iv) concentration on the superiority of the product or service

THINK ABOUT home clothing sale companies that empower women by allowing them to do as many home sale events as they want to do or have time to do, home spa services for people who do not have time to go to the spa, fair trade products sold by stores that empower people in other countries who make the products
VIII)
How does a company lose its niche market? 

· a company can lose its position in the niche market through the erosion of the segmented market due to the following:

(i)
competitors imitate the focused strategy;

(ii)
the target segment becomes structurally unattractive because of the erosion of he structure or because the demand disappears;

(iii)
the target segment’s differences from the other segments narrows; or 

(iv) new firms enter the market and breakdown segments further.

THINK ABOUT businesses that were in niche markets but did not succeed. Why did they fail? We have discussed the failures of Target, Blackberry and other big companies. What about smaller shops, individual stores with which you may be familiar, restaurants that cater to specific dietary needs or life choices?

FOR EXAMPLE, Papyrus and Carlton Cards were stores that had secure positions in the greeting card industry but recently closed their doors because they could not maintain their position in this niche market.   

THINK ABOUT companies that have done well in niche markets. What did they do right? How did they maintain their position in the niche market, even when the competition grew? 
FOR EXAMPLE, M.E.C. competes with larger chains and big retailers by offering competitive pricing, wide selection, personalized service, and the option of joining the co-op so that the customers feel more involved in the decisions made pertaining to the company.       
        
IX)
How do lawyers and paralegals secure their position in niche markets?

· going paperless

· offering services in different languages

· using current technology

· working remotely to keep overhead costs, and thus fees, down
THINK ABOUT what else you can do to set your firm apart from the other firms available to potential clients.
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