MODULE 1

THE WORLD OF THE ENTREPRENEUR
People in the Philippines have the freedom to choose the type of work they will do. Some choose to work for other people in stores, factories, offices, etc. Others hope to have their own businesses. The opportunity for business ownership is one of the characteristics of the Filipino. This module will help you understand what it is like to start your own business and be self-employed.

OBJECTIVES:

After studying this module, the student should be able to:

1. Define entrepreneurship.

2. Distinguish between entrepreneurship and small business management.

3. Identify the major fields of business activity.

4. Discuss the future prospects for entrepreneurship.

THE ROLE OF THE ENTREPRENEUR

Each year, thousands of individuals launch new business enterprises. By meeting the needs and wants of consumers, they build rewarding careers for themselves as entrepreneurs.

Who is an Entrepreneur?

An entrepreneur is a person who organizes and directs a business enterprise, assumes all the risks for the sake of profit. The word entrepreneur comes from the French entreprendre which means to undertake. If you start a business, or buy one that someone else started, you are an entrepreneur. 

An establishment that supplies us with products and services in exchange for payment is an enterprise or business. The country depends on thousands of entrepreneurs to supply the products and services everyone needs. Products, also called goods, are tangible items—things you can touch such as clothing, furniture, and pens.

Services are tasks we pay others to do or provide for us. Services are intangible, which means that you cannot touch them. Examples of using services include calling a plumber, going to a barbershop or hair salon, taking music lessons, or taking your car to a mechanic for repairs.

What Is Entrepreneurship?

Entrepreneurship is the act or process of organizing and directing a business enterprise. It is easy to understand why starting a business from scratch is entrepreneurship, but why is the term used when people buy either existing businesses or franchises? Because these people also take risks, invest money and energy, and apply their own creativity and ingenuity to the business. They are responsible for the success of their business ventures even through they were not the founders.

Entrepreneurs spend a lot of time organizing, managing, and assuming responsibility for their enterprises. Organizing is the process of gathering the money, people, and machinery needed to get the business started. Managing involves seeing that the day-to-day tasks are performed appropriately. Assuming responsibility means making sacrifices for the enterprises. This may include working twelve hours a day and having little time to spend with family and friends. It may require going without pay for weeks or months. However, once the business is successful, the entrepreneur will profit from these efforts.

Most new enterprises start small and have these key features:

1. The owner is the manager.

2. The owner supplies most of the money used in starting the enterprise.

3. The business is usually local, serving the immediate community and nearby cities and municipalities.

How Do Entrepreneurship and Small Business Management Differ?
Entrepreneurs and small business management are separate yet related yet. Entrepreneurship refers to the act or process of organizing and directing a business enterprise. It is the source from which all businesses, both large and small, come from. On the other hand, small business is one that is independently owned and operated and is not one of the major companies in its field of business activity. The process of operating a small business is known as small business management.

Why Study Entrepreneurship?

The study of entrepreneurship is important to you because it may lead you to a satisfying career, and it may help you in dealing with customers who are entrepreneurs.

To Explore Career Opportunities. People study entrepreneurship to see what it takes to start a business. They want to learn how they can change an idea, a recipe, or their flair for fashion into a career. Of all the people who think about becoming self-employed, more than several hundred actually launch new enterprises each day. Ask yourself this question when thinking about your career: Why not start a business?
To Learn About Potential Customers. Small businesses are often customers for other business firms. For example, insurance salespersons call on business owners (entrepreneurs) to sell fir, medical, and other insurance policies. Architects plan new commercial buildings and assist with remodeling. Various manufacturers provide items needed by small businesses such as computers, sales registers, calculators, machinery, and supplies. Other examples are loan officers in banks who process small business loans; advertising salespersons for newspapers and radio stations who call on small businesses; and real estate agents who sell and lease business property.

Why Important Roles Do Small Business Perform?

Small business firms are an important part of Filipino business because they (1) distribute to consumers most of the products made by large manufacturers, (2) provide goods and services to big businesses, (3) generate ideas for new goods and services, (4) perform certain services better than larger firms, and (5) keep consumer products in working order.

Distribute to Consumers. Even though a product is manufactured by a large company, it will probably be sold to the consumer by a small business. Automobiles, for instance, are manufactured by large corporations located in the Philippines and other countries. However, cars are sold to the public through car dealerships. Products of giant companies in the Philippines are available in thousands of small enterprises throughout the country.

Distribute to Big Business. Small businesses provide goods and services to big businesses. Products such as cars, airplanes, electronics (television, radio, cell phones) have hundreds of component parts that are manufactured by small enterprises. 

Develop New Ideas. The Philippines depends on small businesses for inventions that lead to new and better products. Many products of today came about because an entrepreneur saw a need and searched for a way to meet it. Individuals or small firms invented power steering for cars, FM radio, aerosol cans, air conditioning, dry chemical and foam fire extinguishers, and hydraulic brakes. Their talents also gave us pre-cast concrete, pressure-sensitive cellophane tape, quick-frozen food, soft-contact lenses, zippers, and the photo copy machine.

Provide Services. Small business often do better than big businesses in providing services that require personal contact with customers. When shopping for services such as dry cleaning, hairstyling, portrait photography, travel plans, and car repairs, customers are often more interested in personal service than in price. Therefore, they are more likely to go to small businesses first.

Repair Products. Owners of electrical, mechanical and electronic products used in homes and businesses depend on entrepreneurs to keep these items working. Think how difficult it would be if refrigerators, microwave ovens, cars, computers, cell phones had to be sent back to the factory for repair. Fortunately, this does not have to be done. Thousands and of shops provide repair for all these products.

THE FIELDS OF SMALL BUSINESS 

Successful entrepreneurs are in almost every area of Philippine business. The five major fields of business activity are (1) extractive, (2) manufacturing, (3) wholesaling, (4) retailing, and (5) services.

Extractive

Extractive enterprises grow products or take raw materials from where they are found in nature. Some of the kinds of enterprises in this field are agriculture, forestry, mining, and commercial fishing. Examples of extractive enterprises include:

1. Vegetable and fruit farms in rural areas surrounding cities.

2. Growers of flowers used for special occasions and decorations.

3. Sand and gravel companies that provide products for construction.

4. Coal mining for fuel.

Manufacturing

Manufacturing businesses take raw materials and change them into a form that consumers can use. A picture frame manufacturer takes wood and glass and makes a finished product. A baker changes flour, sugar, shortening, and spices and cakes and pastries.

Manufacturing, more than any field, lends itself to big business. This is because it takes large sums of money and many employees to start most of these enterprises. To make cars, for example, you need millions of pesos worth of equipment and materials and hundreds of trained employees.

Wholesaling

Wholesales buy goods from extractive or manufacturing enterprises and sell them to other businesses. They usually buy in large quantities and then sell in small quantities. For example, the maker of blouses for women may sell 3,000 blouses to one wholesaler. The wholesaler, in turn, may sell 60 blouses to each of 50 women clothes store. Finally, the stores will sell the blouses one at a time to 60 customers. Many wholesalers are small businesses and have only a few employees.

Some wholesalers specialize in selling goods to institutions such as hotels, hospitals, and schools. Others sell goods that manufacturers use in making other products.

Wholesalers are the usual source of supply for many items sold in retail stores. Examples include hardware, stationery, groceries, fruits, and vegetables. Others handle laboratory or office equipment for professionals such as doctors and dentists. 

Retailing

Retailers buy products from wholesalers, manufacturers, or extractive enterprises and sell them to customers. The four forms of retailing are over-the-counter, mail-order, direct, and vending machine retailing.

Over-the-Counter Retailing. The most common form of retailing is over-the-counter retailing. This involves having a store where customers come to shop and buy what they want from the retailer’s stock. Examples of small business retailers include clothing stores, shoe stores, building materials stores, car parts dealers, appliance and electronics stores, restaurants, record shops and jewelry stores. A number of supermarkets, discount stores, and department stores are owned and operated as small business enterprises.

Mail-Order Retailing. In this form, customers see the goods they want in catalogs or advertisements. The customers send orders to the retailer’s place of business by mail or telephone or through the internet via the company’s website or its email. After the retailer receives the order, the goods are shipped to the customer. Almost any type of is sold this way. Small mail-order retailers tend to sell only one type of product. 

Direct Retailing. In direct retailing, the salesperson comes to the home of the consumer with products or samples. Two types of direct retailing are door-to-door and party plan. IN door-to-door selling, the entrepreneur calls on each home in a neighborhood or telephones the customer to set up an appointment to sell products. Cosmetics and household cleaning products are often sold this way. When the party plan is used, one customer hosts a party for several friends. A salesperson comes to the party to display and demonstrate products and to take orders. This plan is used to sell such products as clothing, jewelry, and kitchen items.

Vending Machine Retailing. In vending machine retailing, the customer deposits money in a machine and receives the goods immediately. A wide variety of products are sold by this method. Soft drinks, candy, coffee, tissue, and phone cards are familiar examples. Other items sold in this manner are snacks, small toys, and sandwiches. Vending machines stocked with hot and cold foods and beverages have replaced cafeterias in some offices and factories.

Services

Of all the fields of business, services are generally the easiest to enter. They can usually be started with very little money. Many can be operated from the home or from a small office or shop. Examples are typing, encoding, accounting services, small appliance repair, watch repair, cell phone repair, shoe repair and key reproduction.

Small enterprises offer hundreds of different kinds of services to consumers, other businesses, and government agencies. Services are found in these categories: (1) personal services, (2) business services, (3) repair services, (4) entertainment and recreation services, and (5) hotel and lodging services.

Personal Services. Enterprises offering personal services perform work directly for a person. Included are beauty parlors, laundry and dry cleaning shops, photography studios, travel agencies, funeral homes, day-care centers, music teachers, automobile driving instructors, dance instructors, and wedding coordinators. There are thousands of personal-service enterprises in the Philippines. Most are small business.

Business Services. Tasks performed by one business firm for another are called business services. Examples include advertising agencies, janitor and building maintenance services, store and building security firms, temporary employee services, and equipment rental businesses. Sign shops, accounting firms, and delivery services are also included in this group.

Repair Services. The repair services group includes enterprises that perform work on goods owned by the customer. Examples are businesses that repair cars, motorcycles, electronics, home appliances, cell phones, watches, shoes. Also included are upholstery and furniture repair shops, plumbers, electricians, and carpet cleaners.

Entertainment and Recreation Services. Enterprises in the entertainment and recreation services category service Filipinos in search of fun and fitness. Examples include bowling alleys, swimming pools, movie theaters, amusement parks, bodybuilding gyms, spas, badminton courts, and video movie rental shops.

Hotel and Lodging Services. Hotel and lodging enterprises provide lodging for persons on business or pleasure trips. Examples are hotels, motels, and resorts.

THE OUTLOOK FOR ENTREPRENEURSHIP

Through the years, entrepreneurs have turned their ideas into goods and services. In meeting the needs and wants of consumers, they have built rewarding careers for themselves. As you think about having your own enterprise, and being successful as many others have been, you should consider these points: (1) growth of new business in the country, (2) areas of opportunity, (3) causes of business dissolution, and (4) how to prepare yourself for success.

Growth Factors

Two forces will affect the growth of new businesses in the coming years. These are a growing population and an increased interest in entrepreneurship.

Growing Population. The need for goods and services grows with increases in population. The country as a whole is growing. New businesses will be needed, especially enterprises that serve growing population groups.

Interest in Entrepreneurship. Never before have so many people been interested in starting their own enterprises. The level of education has also increased. In comparison with past years, many more people are prepared for entrepreneurship. They have skills that can be sold to others in the form of goods and services.

Areas of Opportunity

The overall outlook for new enterprise is favorable. But certain areas of business have a better chance than others to succeed. So you have to be constantly on the lookout for these areas. Some areas with a bright future are (1) services, (2) leisure and recreation, (3) electronics and computers.

Services. The demand for services continues to grow rapidly. As more women pursue careers outside the home, more families will depend on service enterprises. And with higher incomes, many families are buying more home appliances, electronic gadgets, cars, and recreation equipment. This has created a demand for repair services. Some entrepreneurs have become specialized to better serve customers. In addition to general auto repair shops, for instance, there are those specializing in car air conditioning, carburetor, brakes, and mufflers. Small enterprises will continue to be strong in the service areas because they can give the personal attention consumers want.

Leisure and Recreation. Goods and services used in leisure and recreation are expected to be in demand. These include sports clothing, and other equipment.

Causes of Business Dissolution

When an enterprise goes out of business for any reason it is called a business dissolution. Nationally, for every five new businesses formed, four will close within 5 years of start-up. About 90 percent of these are voluntary dissolutions; the owners close the business because they want to retire, open a different kind of business, or start a company in another location. The remaining 10 percent close down for financial reasons and are known as involuntary dissolutions. These are business failures. Some people go out of business leaving unpaid bills. Others try to arrange to pay their bills even though they are no longer in business

Why does a business fail? Some experts say the entrepreneur’s lack of management skill is the main cause. Other reasons for failure include the entrepreneur’s lack of experience in the particular field of business, insufficient cash to get the business off to a good start, a poor location, or offering a product or service that consumers do not want. 

Should the possibility of dissolution discourage you from creating your own enterprise? No! However, you should be aware of the risks involved and take steps to avoid as many problems as you can. In other words, you should prepare for success.

Preparing For Success

Begin preparing for success by learning as much as possible about your chosen field of business. You can do this by taking classes in school and by working in a business similar to the one you intend to start.

Your school may offer classes directly related to your future enterprise. For example, you may be able to study car repair, general merchandise retailing, interior design, or printing to prepare for business ownership in those fields. In addition, classes in accounting, marketing, record keeping, keyboarding, and computer programming are useful to entrepreneurs.

Through work experience, you will come in contact with many of the problems faced by entrepreneurs in your chosen field. The variety of the tasks is usually more important than th length of your work experience. Thus, you should learn all the major activities, such as making the product, providing the service, keeping the records, or selling. You can obtain work experience by enrolling in a cooperative education program or by working after school and in the summer. After graduation, you may choose to work full time for someone else until you obtain the necessary skills.

One of the best ways to prepare for success is to know yourself. It may seem surprising, but thousands of people start enterprises each year without thinking of what it is like to be self-employed. They know what some of the advantages are, but they have given little or no thought to the disadvantages. In other words, they really do not know if entrepreneurship is for them.

Once you have decided to create a new enterprise, you should start preparing a business plan. A business plan or a feasibility study is a written description of every part of a new enterprise. Beginning with a definition of the business you intend to conduct, a business plan maps out the course for the enterprise. While you will refine this definition as you develop each part of the business plan, it is important to have at least an initial definition that answers the key question:  What will you offer your customers, and why?
Questions to Answer:
Part I. 

Match the following terms with the statements that best define the terms. Write the letter of your choice in the space provided.

	A.
	Entrepreneur
	L.
	Manufacturing businesses

	B.
	Enterprise or business
	M.
	Wholesalers

	C.
	Products or goods
	N.
	Retailers

	D.
	Services
	O.
	Over-the-counter retailing

	E.
	Entrepreneurship
	P.
	Mail-order retailing

	F.
	Organizing
	Q.
	Direct retailing

	G.
	Managing
	R.
	Vending machine retailing

	H.
	Assuming responsibility
	S.
	Business dissolution

	I.
	Small business
	T.
	Voluntary dissolution

	J.
	Small business management
	U.
	Involuntary dissolutions

	K.
	Extractive enterprises
	V.
	Business plan


	
	1. 
	Businesses that take raw materials and change them into a form that  consumers can use.

	
	2. 
	An enterprise that is independently owned and operated and is not one of the major companies in its field of business activity.

	
	3. 
	Making sacrifices for the enterprise.

	
	4. 
	Things you can touch such as clothing, furniture, and cosmetics.

	
	5. 
	Business people who buy products from wholesalers, manufacturers, or extractive enterprises and sell them to consumers.

	
	6. 
	Going out of business for any reason.

	
	7. 
	Businesses that grow products or take raw materials from where they are found in nature.

	
	8. 
	A type of retailing in which the salesperson comes to the home of the consumer with products or samples.

	
	9. 
	A person who attempts to earn a profit by taking the risk of operating a business enterprise.

	
	10. 
	A written description of every part of a new enterprise.

	
	11. 
	Tasks we pay others to do or provide for us.

	
	12. 
	The process of gathering the money, people, and machinery needed to get the business started.

	
	13. 
	A type of retailing in which the customer deposits money in a machine and receives the goods immediately.

	
	14. 
	Business failures for financial reasons.

	
	15. 
	An establishment that supplies us with goods and services in exchange for payment.

	
	16. 
	The act or process of getting into and managing your own business enterprise.

	
	17. 
	A type of retailing in which customers see the goods they want in catalogs or advertisements, not in a store.

	
	18. 
	Business people who buy goods from extractive or manufacturing enterprises and sell them to other businesses.

	
	19. 
	Seeing that the day-to-day tasks are performed appropriately.

	
	20. 
	A type of retailing in which customers come to a store and buy what they want from the retailer’s stock.

	
	21. 
	The process of operating a small business.

	
	22. 
	Business closings because the owners wish to retire, open a different kind of business, or start a company in another location.


Part II.
Kindly answer the following questions.

1. What three key features do most new enterprises have in common?

2. What is the difference between entrepreneurship and small business management?

3. List three reasons why the study of entrepreneurship may be important to you.

4. Explain the important roles performed by small business.

5. Name the five major fields of business activity. Explain each briefly.

6. What are the forms of retailing? Explain each briefly.

7. List the five categories of service enterprises. Explain each briefly.

8. Why do service enterprises tend to be small businesses?

9. Describe the two types of business dissolution.

10. What are the reasons for business failure?

MODULE 2

ENTREPRENEURSHIP 

AS A CAREER
Entrepreneurs organize, manage, and assume responsibility for new enterprises. Their goal is to earn a profit by providing products and services everyone needs. If entrepreneurs are successful in carrying out this task, they can build rewarding careers for themselves. 

Many opportunities exist to start new enterprises. But before you decide to become an entrepreneur, you should find out what is involved. This module examines entrepreneurship as a career. You will see if, and how, entrepreneurship fits into your future.

OBJECTIVES:

After studying this module, the student should be able to:

1. Discuss the advantages and disadvantages of working for oneself.

2. Describe eight types of entrepreneurs.

3. Identify the characteristics common to successful entrepreneurs. 

4. Estimate your personal financial needs.

5. Compare and contrast the three major ways to going into business for oneself.

WORKING FOR ONE’S SELF COMPARED  

TO WORKING FOR OTHERS

Thousands of Filipinos are interested in starting their own business. However, many think only of the rewards and give little thought to the risks. In this section, you will look at both the advantages and the disadvantages of being an entrepreneur. 

Advantages of Working for Yourself

Those who choose entrepreneurship as a career usually do so for five appealing reasons: (1) personal satisfaction, (2) independence, (3) profit, (4) job security, and (5) status.

Personal Satisfaction. To some persons, the chief reward of working for yourself is personal satisfaction. Personal satisfaction means doing what you want with you life. As an entrepreneur, you will be able to spend each workday in a job you enjoy. For example, if you like photography, you may start your own studio. Each time a customer is pleased with a portrait, you will receive personal satisfaction.

You may have personal satisfaction from aiding the community in which you live. Entrepreneurs supply goods and services and create jobs for residents. They also buy goods and services from other local enterprises, borrow money from local banks, and pay taxes.

Independence. Another advantage of entrepreneurship is independence. Independence is freedom from the control of others. As an entrepreneur, you decide how you will use your knowledge, skills, and abilities. Compared to those who work for others, entrepreneurs have more freedom of action. They are in charge and can make decision without first getting the approval of someone else.

If you choose to become an entrepreneur, you can develop any creative ideas you have—assuming, of course, that the business is legal and that you have money to invest.

Profit. One of the major rewards expected when starting a new business is profit. Profit is the amount of sales income left after all expenses have been paid. Profits go to the owner of a business. Being self-employed, you would receive all the profits. Very often, increased time and effort put into the enterprise result in increased income. This is not often the case when you work for someone else.

Job Security. Many enterprises are created by prons who are seeking job security not available elsewhere. Job security is the assurance of continuing employment and income. Entrepreneurs cannot be laid off, fired, or transferred to another city, nor can they be forced ro retire at a certain age because of company policy.

Status. Self-employed people often enjoy persona benefits, such as status. Status is a person’s social rank or position. Entrepreneurs receive attention and recognition through customer contact and public exposure. As a result, they may enjoy status above that of many blue-collar and whit-collar workers.

Closely related to socials status is pride in ownership. Most people enjoy, at least for a while, seeing their names on buildings, on stationery and business cards, and in advertisements.

Disadvantages of Working For Yourself

In addition to knowing the advantages of working for yourself, you should also be familiar with the disadvantages: (1) possible loss of invested capital, (2) uncertain or low income, (3) long hours, and (4) routing chores.

Possible Loss of Invested Capital. A risk of entrepreneurship is the possibility of losing invested capital. Invested capital refers to the entrepreneur’s money used in starting the enterprise. As a general rule, the riskier the business, the greater the profit potential. If the enterprise succeeds, profits may be high; if not, invested capital may be lost. The entrepreneur risks losing personal and family savings. It may take years to repay banks, suppliers, or individuals who made loans to get the business started.

Uncertain or Low Income. Another disadvantage of owning your own business is the possibility of uncertain or low income. Unlike paychecks of salaried workers, profits usually vary from month to month. This is true even in well-established enterprises. When income is available, there may not be enough to meet personal and family needs. This is often the case during the first six to twelve months of operation. The level of sales and income tends to be low in these early months when the business is not known to many people. 

Long Hours. Entrepreneurs are not 8-5 persons; they do not punch time cards. Many entrepreneurs work fourteen and fifteen hours a day, six or seven days a week. The owner is often the first to arrive in the morning and the last to leave at night. Business hours are set at the convenience of customers, not the desire of the owner. For example, many mall stores are open from 10 am to 9 pm. Likewise, many restaurants open before noon and do not close until after midnight. Not only are the hours long, but also the time between vacations. Some entrepreneurs feel than cannot leave their businesses for more than one or two days at a time.

Routine Chores. Running your own business may involve chores you d on not like. For example, new business owners expect to do some paperwork. However, many do not realize how much is required until the business is started. By that time, some feel they are buried under a mound of paper. One of the surprises is the extent of record keeping for items such as billing, payroll, and taxes. Maintenance and cleaning are other chores that must be performed each day. While it is possible to hire employees to perform these routine duties, a shortage of cash may prevent owners from doing so.

IDENTIFYING TYPES AND CHARACTERISTICS OF ENTREPRENEURS

An entrepreneur is a person who attempts to earn a profit by taking the risk of operating a business enterprise. While all entrepreneurs may have certain characteristics in common, no two entrepreneurs are exactly alike.

Types of Entrepreneurs

Entrepreneurial characteristics combined in different people result in different types of entrepreneurs. Entrepreneurs are classified into the following types: (1) solo self-employed individuals, (2) team builders, (3) independent innovators, (4) pattern multipliers, (5) economy-of-large-scale exploiters, (6) capital aggregators, (7) acquirers, and (8) buy-sell artists.

Solo Self-Employed Individuals. Entrepreneurs who work alone or with only a few employees are known as solo self-employed individuals. They generally perform the work themselves rather than assigning it to other people. Solo self-employed individuals are perhaps the most numerous of all entrepreneurs. Their ranks include small store and repair shop owners, independent sales representatives, attorneys, and physicians.

Team Builders. Entrepreneurs who expand small, usually one-person businesses into larger companies are team builders. An example is a self-employed electrician who gradually hires additional employees until a full-scale electrical contracting firm is established. 

Independent Innovators. Individuals who create companies to manufacture and sell products they have invented are independent innovators. 

Franchisers. Entrepreneurs who build several units of an effective business are known as franchisers. The entrepreneurs may have designed and built the original business, or they may have purchased a business started by someone else. Once this type of entrepreneur is successful with a business, the entrepreneur establishes for profit similar units elsewhere. Perhaps the best example of this type of entrepreneur is one who perfects a method of doing business and sells it to others.

Economy-of-Large-Scale Exploiters. When a firm has lower average costs due to its large sales volume, economies of large scale are involved. Entrepreneurs who can sell a large volume of goods at reduced prices are economy-of-large-scale exploiters. Discount store operators are one example of this type of entrepreneur. Because of the larger scale of their establishments, the may be able to afford advanced and specialized equipment such as the scanners built into the checkout counters at some larger supermarkets. This equipment enables one cashier to handle more customers in less time, thus lowering the store’s payroll expense because fewer cashiers are needed. Economy-of-large-scale exploiters often obtain merchandise at a price discount because they buy in such large quantities.

Capital Aggregators. Entrepreneurs who take the lead in establishing financial institutions that require a large amount of start-up capital are capital aggregators. Those who start banks and insurance companies are examples of this type of entrepreneur.

Acquirers. People who become entrepreneurs by buying an existing business are acquirers. Finding a business that someone is ready to sell is not usually difficult. Check the classified section of your local newspaper. You may be surprised at the number and variety of businesses for sale in your community.

Buy-Sell Artists. Rather than making their money from the day-to-day operations fo a business, buy-sell artists turn profit by buying a business and then selling it at a higher price. Buy-sell artists usually buy companies with problems that they solve before they sell the company. Typical actions include reducing costs and payrolls and eliminating unprofitable products. IN most cases, buy-sell artists do not wish to own a particular company for more than a few years.

Characteristics of Successful Entrepreneurs

Whatever type of entrepreneur, successful entrepreneurs are often described as being persons who (1) take moderate risks, (2) have self-confidence, (3) work hard, (4) set goals, (5) are responsible, (6) are innovative, (7) have technical knowledge, and (8) have business knowledge.

Moderate In Taking Risks. Persons who quit secure jobs and invest money in a new enterprise have much at stake. They are taking a risk. Their businesses may succeed and provide profits for years to come. On the other hand, the business may fail and cause financial ruin. Entrepreneurs are willing to take middle-of-the-road or moderate risks. Moderate risks means the chances of winning are neither too small nor too great. That is, results are not left purely to chance, nor are they sure to happen. Instead, they depend on a person’s abilities and actions.

Entrepreneurs like challenges suited to their skills. They want to make things happen rather than let them happen by chance.

Self-Confident. Successful entrepreneurs have self-confidence. Self-confidence means believing you can achieve what you set out to do. You are not afraid to take chances. You know you can get the job done. This strong inner feeling about oneself is important for the owner of a small business. It can often spell the difference between success and failure. Self-confidence sustains the owner during the difficult times in the growth of the new business.

Having self-confidence also means you are realistic and you know the limits of your abilities. You know what you can and cannot do. Entrepreneurs are not afraid to ask for help with difficult tasks.

Hardworking. Creating a new enterprise is hard work. Helping customers, keeping accounting records, and cleaning are just a few duties you may have to perform on a given day. You may also have to make deliveries, order supplies, and repair equipment. Much work must be done with few, if any, employees to help. Therefore, good health and physical stamina are important.

Only when their businesses are firmly established do entrepreneurs feel the freedom to put in fewer hours. Even then, however, they are ready to work when a job must be done.

Goal-Oriented. Do you know what you want to achieve in life? Successful entrepreneurs know where they are going by setting goals. A goal is an objective, something you plane to achieve. Your chances of becoming a business owner are slim unless you first decide you want to own your own business.

An example of a goal could be to get a summer job in a fast-food restaurant. Another example could be to have your own fast-food restaurant within five years.

You should learn to focus on one goal at a time. Direct all your energy toward this goal. When you have attained it, go to the next goal. If you try to pursue several goals at once, you can become confused and lose sight of your target.

Responsible. When you are responsible, you answer or account for what happens. You accept blame for failure, and you accept credit for success. An as entrepreneur, you will be responsible for the success or failure of your business. You will set goals and hold only yourself responsible if they are not met.

Entrepreneurs have many responsibilities. They must pay debts and wages. They must keep promises to employees or customers. They must also be willing to make personal sacrifices. For example, during busy seasons, the owner may not be able to take vacations with the family.

Innovative. Successful entrepreneurs are innovative because they introduce new ideas or methods. They try to improve existing products and services or create new products and services. Entrepreneurs invented fiberglass snow skis, video games, ballpoint pens, zippers, and automatic transmissions. They also introduced fast-food restaurants, quick oil change shops and computer shops.

Perhaps you have a new idea for a gift shop, a landscaping service, or a day-care center. Of course, not all ideas can be turned into profitable businesses. If you find one that can, you may build a satisfying career for yourself.

Knowledgeable About Technical Factors. You must have technical knowledge to succeed as an entrepreneur. Technical knowledge is what you know about a product or service. For example, a photographer must know how cameras operate. A pet shop owner must learn about the care of animals. A printer must have knowledge of different printing presses, inks, and papers.

One way to gain technical knowledge is by taking classes in school. You may also gain technical knowledge from a hobby or from a job in your area of interest. Make sure you have technical knowledge before you start a new enterprise.

Knowledgeable About Business Factors. You will also need business knowledge. Business knowledge is knowing how to operate the enterprise. Entrepreneurs must see that all tasks are performed appropriately. Examples are helping customers, setting prices for products and services, paying bills, planning advertising, and keeping accounting records.

ESTIMATING YOUR PERSONAL FINANCIAL NEEDS

It may be months or even years before the enterprise can provide you with enough money for living expenses. Every year, promising new enterprises are closed before they really get a chance to prove themselves. The owners simply run out of money and must obtain salaried jobs to support themselves and their families.

It is important, therefore, to estimate your personal financial needs. Do this for a period of three to six months. Then make sure your will have the money to cover that time period. If the money will not be available, you would be wise to delay the starting of the enterprise.

SELECTING A WAY OF GOING INTO BUSINESS

The aspiring entrepreneur who possesses the necessary personal characteristics, skills, and money can select one of three different ways of going into business: (1) buying an existing business, (2) starting a business from scratch, and (3) buying a franchise.

Buying An Existing Business 

You may be interested in buying an existing business because the business is already set up. At first glance, buying an existing business may appear to be a way to avoid many of the beginner’s hazards. The risks, however, are never eliminated totally. Anyone with enough money to pay the purchase price cay buy a business; the question is whether that person will be able to operate the business successfully. Therefore, an individual must examine the advantages and disadvantages of buying an existing business before making a purchase decision.

Advantages of Buying an Existing Business 

Buying an existing business may have these advantages: (1) a proven track record, (2) established clientele, (3) established location, (4) bank and supplier relationships, (5) trained employees, (6) established facilities, and (7) a low purchase price.

Proven Record. A business has a proven record when it has earned a profit for the current owner. Records are available to show what sales, expenses, and profits the new owner may expect.

Established Clientele. When buying an existing business, you normally get an established clientele. This is a group of regular customers who are in the habit of buying goods and services from the enterprise. A business with an established clientele has a group of customers who think favorably of the business, and the new owner will probably be able to count on their continuing support.

Established Location. Buying an existing business saves time and money in finding a location. A major problem in starting a new business is finding the right location. An existing business has already shown the value of it location if it is successful.

Bank and Supplier Relationships. A local banker may be familiar with the enterprise because of dealings with the former owner. This relationship could be helpful to a new owner who needs a business loan. Also, purchase arrangements with suppliers may be continued by the new owner. Seeking out dependable suppliers of equipment, materials, and services can be a time-consuming process.

Trained Employees. With the business, the buyer may acquire reliable employees. Getting employees who know the products, services, and customers is an advantage. Otherwise, the entrepreneur must hire and train employees. This takes time and attention away from other aspects of the business.

Established Facilities. When you buy an existing enterprise, you are ready to do business. Equipment and display fixtures are already installed. Signs are in place, and the parking lot is paved. If it is a gift shop, merchandise is displayed in windows and stocked on shelves. If it is a computer rental shop, computers equipment is anchored in place and ready to use.

Low Purchase Price. An owner who is eager to sell a business may give you a favorable price. Your purchase price may be less than the current cost of buildings, equipment, and inventory. OF course, you should make sure you are actually getting a bargain.

Disadvantages of Buying An Existing Business

You may not want to buy an existing business because of these disadvantages: (1) a poor record, (2) ill will, (3) wrong location, and (4) poor physical condition.

Poor Record. Why does the current owner want to sell? The current owner may have health problems, retirement plans, or the desire to pursue other business interests. The owner may want to get out of the enterprise because it has a record of losing, or because problems are expected in the future. For example, new competition may be coming into the area.

Ill Will. The previous owner may have treated customers and business persons poorly. Such treatment causes ill will, which is a felling of hostility, toward the business. A bad reputation is a major disadvantage. If you should buy the existing business, you would have to draw customers back to the business. You would also have to develop positive relationships with bankers and suppliers. In short, you would have to change a poor image into a favorable one. This is not an impossible task, but it may be just as easy to start a new business from scratch.

Wrong Location. What was once a good location may no longer be convenient to customers. The enterprise may be too far from other business or shopping facilities. Other problems may include lack of parking space or traffic congestion.

Poor Physical Condition. Be prepared to spend some money to improve the physical condition of the business. You may have to remodel buildings or repair or replace equipment. You may have a problem of energy usage. Delivery trucks that come with the business may not get good gas mileage. You should also check items in inventory. 

STARTING A BUSINESS FROM SCRATCH

Starting a business from scratch means you will do all the work of establishing the enterprise. Before you choose this way of going into business, you should look at the advantages and disadvantages.

Advantages of Starting a Business From Scratch 

The advantages of starting a business from scratch are (1) freedom to make decisions (2) opportunity to develop image, (3) choice of location, and (4) choice of physical facilities.

Freedom to Make Decisions. When you start an enterprise, you are free to make your own decisions. You choose when and how to get started. You are not limited to a certain location or to specific products or services. You hire your own employees and choose suppliers you want to use. In other words, you decide everything.

Opportunity to Develop Image. How customers feel about doing business with an enterprise is its image. Some enterprises enjoy a favorable image and others do not. In a new business, you can develop a favorable image from the start.

Choice of Location. Deciding where to locate is one of the most important decisions you will make. It can mean the difference between success and failure. Of course, you will be limited by the amount of money available to buy or rent facilities. But you will probably be able to select from several possible locations. Starting a new business is a way to obtain the best location.

Choice of Physical Facilities. Deciding on location is closely related to deciding on physical facilities. Physical facilities refer to buildings and its parts. When starting from scratch, you will be able to choose the physical facilities you need. You can either shop around until you find the right ones, or you can have them built. You will then be assured of having the right amount of space in the layout you desire.

Disadvantages of Starting a Business From Scratch

Some of the disadvantages of starting a business from scratch are (1) no record, (2) no established clientele, (3) time-consuming tasks, (4) difficulty in obtaining a loan.

No Record. Whereas an existing business has a proven record, the new business has no record. The best you can do is estimate what sales, expenses, and profits will be.

No Established Clientele. Brand-new businesses do not have an established clientele. As an entrepreneur, you would have to spend a lot of time attracting customers. You hope the customers you do get will develop a habit of buying from you. Even so, sales volumes build slowly. Weeks or months may pass before you are able to draw even a small salary.

Time-consuming Tasks. It takes time to launch an enterprise. You will have to search for the right location. Then you will have to install machines, display cases, or other needed items. You have to order goods. When they are received, you must store or display them. Another time-consuming task is hiring and training new employees.

Difficulty in Obtaining a Loan. Many new entrepreneurs under-estimate the amount of money they will need. They spend all their money in getting the enterprise started. Then they have trouble getting a loan to keep the business going. Banks usually prefer to lend to established businesses.

Buying a Franchise
Thousands of Filipinos have become entrepreneurs by buying franchises. A franchise is a legal agreement or contract between a company and an entrepreneur. The company, called the franchisor, is a manufacturer, wholesaler, or service company. The entrepreneur, called the franchisee, is permitted to sell the franchisor’s goods or services in a certain area. The franchisee pays fees to the franchisor. In return, the franchisor grants use of the company name and gives help to start the business. Many different kinds of franchised businesses exist in the Philippines.

Advantages of Buying a Franchise

The advantages of franchising are (1) initial training, (2) financial assistance, (3) established brand name or image, (4) proven method of doing business, and (5) continuing assistance.

Initial Training. Management training provided by the franchisor helps to make up for the entrepreneur’s lack of experience. The training covers a broad range of topics useful in getting the enterprise started. Examples are accounting, advertising, purchasing, and supervision of employees.

Financial Assistance. Financial assistance offered to franchisees can take several forms. Some franchisors lend money for the purchase of supplies and equipment. Others provide guidance on obtaining loans through banks. With the help of a successful franchisor, the entrepreneur is often able to obtain more favorable credit terms.

Established Brand Name or Image. Ina well-known franchise system, the franchisee does not have to work to establish a reputation. Customers are already familiar with the goods or services offered. Advertising by the franchisor may keep the product or service name in front of the public.

Proven Method of Doing Business. Franchisees have the benefit of proven methods of doing business. The methods and practices used in the business have been developed and tested through a process of trial and error. Operating manuals are developed. Thus, entrepreneurs learn from the franchisor’s experience and avoid many mistakes.

Continuing Assistance. Even after the business is established, franchisors may continue to provide assistance. They may help in controlling expenses and inventory or give advice on expanding the building or adding new products.

Disadvantages of Buying a Franchise
Entrepreneurs should also consider these disadvantages of franchising (1) limited control, (2) franchise fee, (3) image problems.

Limited Control. As a franchisee, you may have only limited control. A franchisee cannot make some decisions without prior approval of eth franchisor. You will use the franchisor’s name for the business, and you will only be able to sell certain products or services. Many franchises must remain open during specified hours and days. After investing your own money, you may still feel as though you are working for someone else.

Franchise Fees. A franchisee must pay two types of fees to the franchisor. One is the franchise fee, which gives the franchisee permission to use the name of the franchisor. The other is the royalty, which the franchisee pays continually for the life of the franchise. Some franchisees are also required to spend a certain percentage of sales on advertising.

Image Problems. If other franchisees mistreat customers and harm the image of the franchise, you could be hurt. Your sales and profits may suffer because of the action of others.

Evaluation of A Franchise
Before buying a franchise, be sure to study it closely for your own protection. This study should include an evaluation of the (1) franchisor, (2) the product or service, (3) the franchise contract, (4) the potential customers, and (5) you—the franchisee.

The Franchisor. When trying to decide if a franchise is right for you, one of the key questions you should seek to answer is: What can the franchise do for me that I cannot do for myself? Learn as much as possible about the franchisor. For example, find out how long the company has been in business and what kind of reputation it has. Visit franchises that are already in operation and discuss the franchise and relation with the franchisor. You may not get a clear picture of the business.

The Product of Service. What is the future for the product or service the franchise offers? Will consumers be buying more, the same amount as today, or less five years from now? Keep in mind that consumer’s needs and wants change often. What appears to be a favorable franchise today may not be one in a few years.

The Franchise Contract. The relationship between the franchisor and the franchisee is described in the franchise agreement or contract. This is usually a complex and lengthy document. Before signing the contract, make sure you understand all the terms. For example, does the contract specify the amount of the initial fee and the way royalty fees are determined? Does the contract cover all aspects of the franchise?

The Potential Customer. A franchise will not succeed unless there are enough customers in the market area where it is located. Therefore, you should determine the population in your area. Will it increase, remain the same, or decrease in the next five years? You should consider your competition. Will there be other entrepreneurs selling the same products and services in the immediate area?

You—the Franchisee. As the final step in evaluating a franchise, you should look at yourself as a franchisee. This should include an evaluation of your ability and your attitude toward all aspects of the franchise. Do you know where you will get the money for the initial fee? How does the cost compare to that of buying an existing business or starting from scratch? Perhaps the most important question is: Are you willing to trade your independence for the advantages the franchise offers?

Questions to Answer:
Part I. 

Kindly answer the following questions.

1. What are the advantages and disadvantages of working for yourself?

2. Enumerate the eight types of entrepreneurs. Explain each.

3. List the characteristics of successful entrepreneurs. Explain each.

4. What are the five factors you should study before getting into franchising? Elaborate.

5. Compare the three ways of going into business by writing the advantages and disadvantages of each.

Part II.

Analyze the following case and answer the questions.

OLD STATION RESTAURANT


Twenty years ago, when the bus company decided to close the station near the edge of town, Carolyn and Jeffrey Milano leased the property. They remodeled the building and opened the new business, the Old Station Restaurant. The menu consisted of lunch, dinner and an assortment of desserts.


Carolyn and Jeffrey’s ideas about the type of restaurant that would be successful in town must have been correct. The Old Station Restaurant has been both popular in town and profitable to the Milano family.


Within the last few years, the dessert items on Old Station’s menu have gained a reputation of their own. Many people buy a whole cake or pastries to take home with them. Even those who have eaten dinner at home or in another restaurant will have their dessert at the Old Station.


Katherine Milano, Carolyn and Jeffrey’s daughter, is now managing the restaurant. In studying the various items on the menu, she found that desserts are the highest profit items. Following a discussion with her parents, she has decided to package dessert items, particularly cakes and pastries, and distribute them for sale through supermarkets in the area. The brand name that has been chosen is “Old Station Dessert Goodies.”


The business, which will be reorganized and called Milano Foods Company, will consist of two divisions: Old Station Restaurant Division and Old Station Dessert Goodies Division. Katherine will be president of Milano Foods and will continue to manage the restaurant. She is in the process of hiring a manager for the dessert division. Several people applied for the job by sending their personal data sheets to Katherine. She has narrowed the choice to two people: Ralph Adamos and Michelle Sison. However, Katherine is having rouble making the final selection. Both Ralph and Michelle appear to be qualified for the job, and they each made good impressions in their interviews. When she asked them to describe briefly how they would operat the dessert division, Ralph answered, “As the manager, I would oversee the day-to-day operations of the business.” Michelle said, “I would run the dessert division just as an entrepreneur would.” 

Questions:

1. Which of the two people should Katherine hire? Why?

2. Would a person who has the characteristics of and entrepreneur be happy working for someone else? Give details.

3. Assume that Katherine wants to hire Michelle, but Michelle will accept the job only if she is allowed, in most cases, to run the business as an entrepreneur. Is there anything Katherine could do that would satisfy Michelle’s request? Explain.

MODULE 3
 
ENTREPRENEURIAL
STRATEGY
 
 
 
 
Business strategies for small entrepreneurial undertakings are quite different from strategies for large corporations. This difference is mainly because large corporations are able to change their environment to suit their needs, while small firms can only change themselves to fit into the environment.
 
The environment may or may not be unfavorable. It may be unfavorable because of the attitudes towards self employment or small business, or because of the transitional changes to the market economy. Be that as it may, any strategy for strengthening entrepreneurship involves three basic initiatives: (1) strategic objectives that follow the cycle of business; (2) effective coordination of functional efforts; and (3) the realization that entrepreneurial drive and commitment are needed for venture creation, but it is the professional management that helps to realize enterprise growth potential. Therefore, an entrepreneur must commit himself or herself to learning to share operational and decision-making responsibilities with others and to adopting more professional management along the firm’s growth cycle.
 
OBJECTIVES:

 
After studying this module, the student should be able to:
 
1. Enumerate the different strategies appropriate for small and medium enterprises;
2. Identify and discuss the entrepreneurial environment;
3. Enumerate the discuss the strategic fundamentals for the small enterprise;
4. Identify and formulate entrepreneurial objectives.
STRATEGY AND ENTREPRENEURIAL UNDERTAKINGS
 
“Strategy”, a word much used in business during recent decades, is a term whose many meanings are not easily captured in a single sentence. Derived from the Greek strategia (army leader or general), it means, in its literal sense, the management of an army in a campaign so as to impose on the enemy the time, place, and conditions for fighting one prefers. Businesses use it figuratively, sometimes exactly, sometimes more broadly to state a goal and general plans or methods for getting there.
 
One useful way of thinking about strategy is to distinguish various types. Experts identify three:
 
         Corporate strategy, which is determined by decisions on the firm’s products and markets.
         Fundamental strategy, which refers to the specialization and diversification of the type and intensity of relationships among different products.
         Functional strategies, which refer to resource development with respect to R&D, finance, production, marketing structure, and personnel.
 
From numerous observations of small business strategic behavior, it is postulated that a small business strategy evolves around the notion of creating a profitable position in a specific product market segment that is defensible against competitors. 
 
THE ENTREPRENEURIAL ENVIRONMENT

 
Other experts give us another definition of entrepreneurial strategy:
 
The means through which an organization establishes and re-establishes its fundamental set of relationships with its environments.
 
This formulation is interesting because it spells out what is implicit in many others: that strategy presumes a specific environment. Thus, we will consider the ambiguous environment that entrepreneurs face before turning, in later sections, to strategic considerations. 
Entrepreneurship: The Economic Future

 
In recent years, the general public seems to have become convinced that small and medium enterprises and entrepreneurs are the backbone of economies. Many western nations are experiencing structural changes in their economies. These economies are no longer able to rely on large corporations to provide most of their jobs. It is smaller firms that are generating most of the new jobs, a trend that will likely continue for years to come. Moreover, small businesses also provide a method of redistribution of wealth, since self-employment is one of the few ways in which individuals can create greater wealth for themselves.
 
Not surprisingly, many Asian economies, in particular those in transition to market economies have responded by focusing on the need to foster the growth of entrepreneurship. Some significant measures include providing a pool of venture capital for small businesses and amending the laws and regulations that affect them so that conditions would be more favorable for coordination. In some countries, there are regular forums for policy makers and small business owners to interact, with regular meetings directed specifically at promoting the small business sector. Governments have put into place incentives and regulations to facilitate small and medium enterprise growth. With government encouragement, universities, polytechnics, and colleges are teaching entrepreneurship and small business within their regular and continuing education programs.
 
Concurrent with this growing government support for cultivating entrepreneurship and small business development is an emerging trend for people—especially increasing proportions of young people and women—to select entrepreneurship as a career choice. The growing emphasis is on this method of self-fulfillment and need satisfaction clearly signifies that we are relying on entrepreneurship to build our economic futures.
 
Attitudes Discouraging Entrepreneurship

 
Despite all these positive signals, there has been very little improvement in encouraging the development of entrepreneurship. Society is lagging badly in attitudes supportive of the new wave of venture startups. Consider the following realities. 
 
Attitudes Toward Home-based Businesses. Homes can be seedbeds and natural incubators for new ventures. Many successful enterprises were once home-based small businesses.  Their presence is everywhere in our economic fiber. Yet they do not receive much support from society. People fear the operations of a business in their neighborhood lest it affect property values, create congestion, or otherwise infringe on the rights of residential property holders. Some governments actively try to smoke out thee underground businesses n order to regulate, tax, inspect and control them. The problem, of course, is that many new ventures cannot afford the rent charged for commercial and industrial properties. Also, formalization does not provide the flexibility many new entrepreneurs seek. To be fair we must point out that some economies are making an effort to create incubator space for new firms and few officials will take action against a home-base small enterprise if its neighbors file no complaint.
 
The You’ll-Never-Make-It Syndrome. Many textbooks say that would-be entrants to the marketplace face the barriers of the presence of superior products, established firms, advertising budgets, research and development commitments, and economies of scale. Yet the real obstacles to new venture formation are not these visible barriers but invisible ones: people’s negative attitudes toward new ventures preferences favoring large companies rather than small firms and the school systems’ built-in bias toward employment rather than self-employment. All contribute to an environment that discourages the founding of small ventures.
 
The negative mentality toward entrepreneurship stars at home and is continued through the educational system. A child trying to make a toy out of a piece of scarp is demonstrating the beginnings of technical entrepreneurship. Too often parents take the “garbage” away and buy a ready-made fancy toy. Similarly, our students have little exposure to design and product development. Their efforts are largely focused on the need to conform. The curriculum even in business schools is designed to reward solving problems, not identifying and pursuing opportunities. Granted that there are some education systems that include creative thinking as a part of the curricula, but this is a very recent development.
 
The Call-a-Professional Syndrome. One common piece of advice from self-styled experts is that the entrepreneur must have professional help: “If I were you, I would see a lawyer, an accountant, a marketing consultant, and a consulting engineer.” “Do it professionally: otherwise, don’t do it at all.”
 
What these advisers do not realize is that depending on professionals in this way is not necessarily a part of the entrepreneurial mindset. The issue is twofold. First, entrepreneurs are interested only in those professionals who will further the entrepreneurial process and certainly not in those who will slow it down, hinder it, or prevent progress. Second, although many entrepreneurs recognize that professional services can help to start up new ventures properly, young people with dreams, ideas and determination often cannot afford the fees that many professionals charge.
 

Thus, many entrepreneurs find they are better off doing things for themselves. Following their own instincts, in situations where other people would obtain professional services. And when they truly require professional assistance, they often look for a provider who will offer their service for relatively low fees, or someone willing to do only what is needed, and for someone who is open to the entrepreneurial spirit.
 
The No-Track-Record Syndrome. Our present society does not expect success from an unproven person or way of doing things. This negative attitude s made clear in countless ways, explicit and implicit. Banks and other lending institutions will not lend money or give credit because a person has no track record. Very few people seem to remember that if we had always stayed with the safe, tried and true ways, we would all still be living in caves and hunting our food.
 
Reinforcing the Entrepreneurial Spirit
 
What is being singled out here is an ever-present danger: too many people lose their entrepreneurial because of the negative attitudes they encounter at home, in the community, in the educational system, and in their social situation. The reason for these attitudes is obvious: home, schools, and community are establishments, and the priority of any establishment is the orderly conduct of the individual—conformity. The problem is that an atmosphere of conformity does not create the best atmosphere for encouraging entrepreneurship and creativity. All creativity is spurred by the need for change. 
 
The situations in the economies in the Asian Pacific region, the Philippines included are not different. The entrepreneurial spirit in some transitional economies may have been curtailed by the years spent as command economies where everything was planned. However, the spirit returned soon after the changes in economic policies were made, and as the environment changed. In some economies, there may be a dependence on foreign aid. While in others, the presence of multinational enterprises, the government and large corporations as the dominant employees may have endeared a preference for employment. In these instances, the entrepreneurial spirit may be affected by the social norm of being an employee. Whatever the situation, the challenge remains: how can an individual overcome society’s hurdles to entrepreneurship? What are your strategic options for breaking the invisible entry barriers?
 
One option is to create your own favorable environment by adapting some of the following entrepreneurial attitudes for your own use:
 
       Adopt the mentality of “uninformed optimism.” Since there is no such thing as complete information, and entrepreneur must always be optimistic about the outcome of an opportunity. Remember that information is valuable but there are times when an entrepreneur must refuse to search out any more of it. 
 
      Be self-confident. No one knows your business as you do. Ask yourself whether it is what you want to do. If you are convinced that it is, go ahead and get on with it, ignoring anyone who tells you you cannot do it. 
 
      Be determined and persevere. No one should be able to change your mind for you. Consider all advice, negative or positive, as input. The decision, to go ahead or not, is yours. Once you make that decision, stay with it.
 
       Be flexible. The key to the success of entrepreneurial undertakings lies not only in changing the environment to suit your needs but also in changing yourself to fit into the environment.
 
      Do some planning. It can reduce costly errors, and it often involves no out-of-pocket cost other than your brain and time.
 
Because money means buying power that can be used to acquire resources, everyone knows it is important for starting a venture. What is often overlooked is that people themselves are resources. Putting one’s own energy and drive into an undertaking is as much an investment as putting in pesos. If entrepreneurs have no money to acquire needed professional assistance, they can always invest in themselves by acquiring education in areas in which moderate expertise can assist them in starting up a business.
 
STRATEGIC FUNDAMENTALS FOR THE SMALL ENTREPRENEUR
 
The following strategic fundamentals are appropriate to small entrepreneurial undertakings.
 
The Need for Flexibility 

 
Large corporations are able to use financial and other resources to alter the environment to suit their needs. For instance, they often obtain government grants and protective policies when they confront strong competition from abroad. They can use persistent advertising to change public perceptions of their product, service, or image. And they can secure a dominant position by merging with or acquiring other firms, including the competition.
 
Such corporate strategies are absolutely out of reach for small businesses, particularly new ones. For a small new venture, the appropriate strategy is for the entrepreneur to find some way to change himself or herself to fit into the environment. Once the firm has gained a small amount of financial strength and more skillful management capability, it may be able to reposition itself in the marketplace to exert some very limited influence on its suppliers for such things as trade credit, better prices, and prompt delivery.
 
At the beginning of the venture and during its early development, an entrepreneur must make personal sacrifices. He or she may invest a large amount of personal savings, forgo family life, and/or incur an emotional cost in the business. If the enterprise is confronted with financial difficulties or cash flow problems, the alternative to going out of business is to work longer hours, have family members work for nothing, and negotiate with creditors for a longer period of grace—in other words, to change the enterprise to fit the environment—until the company is out of difficulty.
 
Because of this experience, small firms are often more flexible than large ones in their business dealings, more innovative in their products and services, and more concerned about their customer’s needs. Flexibility is considered the natural basis of strategies for small entrepreneurial undertakings. The professional approach used in most large firms emphasizes increasing sales by building overheads. That is a tried and true formula, but it ties the firm to high fixed costs, which can be difficult to manage. On the other hand, the entrepreneurial approach stresses keeping overheads low and the firm in a condition that permits rapid response to change.
 
Effectiveness Often More Important Than Efficiency
 
Many people tend not to distinguish between effectiveness and efficiency. Yet effectiveness stresses the need for actions to attain goals whereas efficiency relates input and output. If a company generates a large volume of sales it may be effective in using its capital investment—the measure is sales/capital investment—but it is profit, measured by profit/sales, that gives an indication of efficiency. It is important, however, for new ventures to generate sales first for without sales, there is no change of earning any profit. Without effective operations to keep the venture alive it will die before it can reach the promised land of profit.
 
For this reason, the focal point of an entrepreneurial strategy for a new venture often favors effectiveness rather than efficiency. To turn out the first product and to land the first sale are far more important to new venture founders than worrying about efficiency and profit.
 
Furthermore, it is important for owner/managers not to get hung up on organization and structure. Too many corporate-style thinkers try to lean on organization for the firms’ survival; their strategy then becomes survival not innovation. Entrepreneurial thinkers concentrate on getting things done.
 
Starting Simple
 
Most startup problems are financial and a significant number of them arise when the entrepreneur selects a capital-labor mix that depends on too much capital and not enough labor. Commitment to the use of capital equipment involves permanent costs that cannot be reduced if sales do not advance as rapidly as projected. Labor costs, on the other hand, can be varied according to current requirements. Workers can be hired or laid off more readily than capital equipment can be increased or decreased. Entrepreneurs, unlike large corporations, regard their workers and employees as members of their families. While labor cost is variable, entrepreneurs and entrepreneurial managers must never forget the lives of those they affect when they decide to lay off workers.
 
Some capital requirement is essential: retailing concerns need store fixtures and cash registers; manufacturing firms must have production machinery; nearly all firms need a personal computer these days. It is generally preferable however to subcontract capital-intensive aspects of the production process to other firms.
 
Yet firms also need to keep labor costs down. Unlike a large corporation, a new firm should try not to hire permanent employees. Doing so involves bookkeeping, filing government reports on employment, paying premiums for unemployment insurance and workers’ compensation, and adhering to the laws of statutory holidays and termination of employment. The startup entrepreneur is generally better off contracting with other firms for many services and hiring workers on renewable short-term contracts.
 
The idea of starting simple is applicable to all aspects of small business startup and operation. Consider the product mix. Since most new ventures have very few resources, the entrepreneur can use them most effectively by concentrating on a few products or services rather than spreading them thinly over a variety of offerings.
 
ENTREPRENEURIAL OBJECTIVES

 
Throughout the life of a firm, effective enterprise development begins with the formulation of strategic objectives. These objectives must follow the cycle of enterprise growth. An entrepreneur’s long-term goal may be to become rich and famous, but that goal is not attainable at the startup phase and is therefore not a suitable strategic objective at that point. The strategic objective for a small new venture is not even profit maximization but something like making the first sale—an attainable objective. The following exhibit 3.1 illustrates strategic objectives for enterprise development at various stages of growth.
 
Once this sort of objectives is specified, the entrepreneur can formulate a strategic plan that can be implemented. And then he or she acts upon it.
 
Exhibit 3.1 – Strategic Objectives for Enterprise Development
 
	 

Stage of Growth

 
	Strategic Objective

	Incubation (pre-startup)
	         To turn out the first product and open the doors for the business.

	Startup
	         To make the first sale and the first deposit in the bank.            

	Early development
	         To achieve cash breakeven, favorable responses from customers and the general public, and a high percentage growth.

	Development
	         To break even while providing oneself, partners, and family members with reasonable remuneration in relation to the growth in peso value.

	Growth
	         To build up some valuable assets and engage professionals to join the management team; to anticipate residuals (profits) and reinvest them in the business for further growth.

	Expansion
	         To grow both vertically and horizontally; to be rich and famous.


 
 

Strategic Efforts and the Importance of Coordination

 
The entrepreneurial strategy is a total strategy. Business courses often encourages students to think about their subject in organized compartments: marketing, operations, finance, labor relations, and so on. In the process of enterprise development, however, the focal point is the total enterprise. No area is viewed as an isolated function. All decisions and actions must be coordinated.
 
Management Development and Professional Management
 
Entrepreneurs are encouraged to follow their instincts, to trust their inclinations, and to make a firm commitment to pursuing what they perceive can be done. However, there are two very important matters that are less favorable to many people who have an entrepreneurial mentality: writing up business plans and delegating management.
 
Business plans will be discussed later in another module, however, when we talk about strategy, we have to talk about management. Look back at Exhibit 3.1. At every stage from development onward, the owner/manager may prove unwilling or unable to adopt the more professional type of management required, to delegate responsibility to others. Unable to meet competitive pressure with the needed management capability, the firm may face a period of decline or even be forced out of business.
 
Delegation
 
As an enterprise moves along from one stage of growth to another, the most important strategic action the entrepreneur can take is to make a commitment to developing management capability. Such commitment is meaningless, however, if he or she insists on making all business decisions and is unwilling to delegate some operating and decision-making responsibility to others.
 
Professional Management. Professional management is simply a process to ensure that resources are used effectively and efficiently to achieve eh firm’s objectives, making it possible for the firm to compete in the marketplace.
 
The entrepreneur’s motivation and commitment make the founding of a new venture possible, but spirit and drive have limitations. Any firm attempting to develop its potential must gradually adopt a professional management style. The complications of size alone make this shift inevitable. An owner/manager cannot be everywhere at once, and he or she may not have certain kinds of expertise or be temperamentally suited to all management tasks.
 
It is necessary, however, for the entrepreneur to be aware that great emphasis on professionalism may erode entrepreneurial spirit in the organization. The challenge is to move from a hands-on entrepreneurial operation to more professional management while preserving and even developing the entrepreneurial spirit.
QUESTIONS TO ANSWER:

 
1.      Assume you are starting a specific business of your own, describe it briefly and formulate a startup strategy. Explain why you prefer effectiveness to efficiency. Or, if you feel you must strive for efficiency under any circumstances, explain why.
2.      Could the family, educational institutions and society identify entrepreneurs earlier and make it possible for their talents to flourish? How could university and college curricula in business, technology and other professionally related programs be revamped to facilitate entrepreneurship development?
3.      Name the three basic initiatives needed to strengthen entrepreneurship. Explain each. 
4.      Differentiate effectiveness from efficiency. Cite examples.
5.      Enumerate the different attitudes discouraging entrepreneurship. Have you experienced any of these? Elaborate on the experience/s.
MODULE 4

MARKETING AND 

CONSUMER BEHAVIOR

Production of a good or service is obviously not the only concern of an entrepreneur. Once he has a product or service, he must have a market to sell it to and he must have ways in order to make this market aware that such a product or service is being sold by him. More so, he must understand how his consumers behave and why must he take steps in order to satisfy these people.

OBJECTIVES:

After studying this module, the student should be able to:

1. Define marketing and explain the concept of exchange;

2. Identify and enumerate the difference marketing and selling;

3. Explain the different marketing concepts;

4. Explain the management process in marketing;

5. Define what consumer behavior is;

6. Identify why consumer analysis is the basis for marketing management.

BROAD DIMENSION OF MARKETING

Ordinarily marketing is considered an activity or function performed by business firms. However, marketing also can be carried out by other organizations and even by individuals.  Whenever you try to persuade somebody to do something, you are performing a marketing activity.  You engage in marketing when you ask someone to donate to the Philippine Red Cross, fasten a seat belt, vote for your candidate, or treat you out to a snack or dinner.

Within this broad dimension, there is a great variety with respect to (1) marketers, (2) what they are marketing, and (3) their potential market.  The category of marketers might include, in addition to business firms, such diverse social units as a political party trying to market its candidate to the public, the director of an art museum providing new exhibits to generate greater attendance and financial support, a labor union marketing its ideas to the members and to company management, and colleges trying to shift demand from overenrolled to under enrolled courses and majors.

In addition to the range of items normally considered as goods and services, what is being marketed may be ideas, such as reducing air pollution or contributing to a charitable institution; people, such as an entertainer or a political candidate; places, such as industrial plant sites or a place to go for a vacation.

In this general context, markets encompass more than the direct consumers of products.  For example, a state university’s market is made up of legislators who provide funds, citizens living near the university who may be affected by university activities, and alumni.  A firm’s markets may include government regulatory agencies, environmentalists, and local tax assessors.

The Concept of Exchange

Broadly viewed, the essence of marketing is a transaction—an exchange.  Marketing occurs any time one social unit (person or organization) strives to exchange something of value with another social unit.  Thus marketing consist of all activities designed to generate and facilitate any exchange intended to satisfy human needs or wants.

Exchange is one of three ways in which a person can satisfy a need.  Suppose you want some clothes.  You can make them yourself.  Or you can steal them or use some form of coercion to get the clothes.  Or you can voluntarily offer something of value (perhaps your money, your services, or another good) to another person who will voluntarily exchange the clothes for what you offer. It is only the third alternative that we can exchange in the sense the marketing is occurring.

Within the context of marketing, the following conditions must exist for an exchange to occur:

· Two or more social units – people or organizations—must be involved.  If you are totally self sufficient in some area, there is no exchange.

· The parties must be involved voluntarily, and each must have wants to be satisfied.

· Each party must have something of value to contribute in the exchange, and each party must believe it will benefit from the transaction.

· The parties must be able to communicate with each other.  Assume that you want a new sweater and a clothing store has sweaters on sale.  If you and the store are not aware of each other—you are not communicating—then there will be no exchange. 

Marketing is a total system of business activities designed to plan, price, promote, and distribute want-satisfying products to target markets to achieve organizational objectives.

This definition has two significant implications:

· The entire system of business activities should be customer-oriented.  Customers’ wants must be recognized and satisfied effectively.

· A marketing program should start with an idea about a new product (good, service, idea, person, or place) and should not end until the customers’ wants are completely satisfied, which may be some time after the sale is made.

Difference Between Marketing and Selling

Many people, including some executives, still do not understand the difference between selling and marketing.  In fact, many think the terms are synonymous.  However, as shown below, there are vast differences between the two activities.

	Selling
	
	Marketing

	· Emphasis is on the product
	vs.
	· Emphasis is on customers’ wants
wants

	· Company first makes the product and then figures out how to sell. 
	vs.
	· Company first determines customers’ wants and then figures out how to make and deliver a product to satisfy those wants.
figures

	· Management is sales-volume oriented         
	vs.
	· Management if profit oriented.

	· Planning is short-run oriented in terms of today’s products and markets
	vs.
	· Planning is long-run oriented, in terms of new products, tomorrow’s market and future growth.

	· Stresses needs of seller
	vs.
	· Stresses wants of buyer


When selling is emphasized, a company makes a product and then persuades customers to buy it.  In effect, the firm attempts to alter consumer demand to fit the firm’s potential supply of the product.  When marketing is practiced, a much different approach is taken.  The firm finds out what the customer wants and then develops a product that will satisfy that need and still yield a satisfactory profit.  In this case the company adjusts its supply to the will of consumer demand.

The Marketing Concept

As business people recognized that marketing is vitally important to the success of any organization, a new philosophy of doing business developed.  Called the marketing concept, it emphasizes customer orientation and coordination of marketing activities to achieve the organization’s performance objectives.

Nature and Rationale

The marketing concept is based on three fundamental beliefs:

· All planning and operations should be customer-oriented.  That is, the organization and its employees should be focused on determining and satisfying customers’ needs.

· All marketing activities in an organization should be coordinated.  In reality this beliefs means that marketing efforts (such as advertising, product planning, and pricing) should be combined in a coherent and consistent way and that one executive should have overall authority and responsibility for the complete set of marketing activities.

· Customer-oriented, coordinated marketing is essential to achieve the organization’s performance objectives. 

The marketing concept is equally applicable to businesses and nonprofit organizations.  Of course, objectives may be fundamentally different defending on whether the organization is in the business or nonprofit sector.  A business firm’s objectives, unlike those of a nonprofit organization, ordinarily revolve around profits.

Customer orientation and coordinated marketing activities are the means used to achieve the end that is sought, namely achievement of the organization’s performance objectives. Sometimes the marketing concept is simply stated as “The Customer Is King (or Queen)!” As helpful as it is to stress customer satisfaction, however, this motto must not be allowed to replace the achievement of objectives as the fundamental rationale for the marketing concept.

The Societal Marketing Concept

Off and on for more than 20 years, the marketing concept has come under fire.  There have also been calls to make the concept more socially responsible.  Its critics charge that, although implementing it may lead to business success, it may encourage actions that in some way conflict with a firm’s responsibility to society.

From one point of view, these charges are true.  A firm may totally satisfy its customers (in line with the marketing concept), while also adversely affecting society.  

Actually the marketing concept and a company’s social responsibility can be quite compatible.  The key to compatibility lies in extending the breadth and time dimensions of the marketing concept.  With this revision we would have, in effect, a societal marketing concept.

When the concept’s breadth is extended, a company recognizes that a market includes not only the buyers of a firm’s products but also other people directly affected by the firm’s operations.  

An extended time dimension means that a firm should take a long-term view of customer satisfaction and performance objectives, rather than concentrating only on tomorrow.  For a company to prosper in the long run, it must do a good job of satisfying customers’ social and economic demands.

Thus the marketing concept and a company’s social responsibility are compatible if management strives over the long run to (1) satisfy the wants of its product-buying customers, (2) meet the societal needs of others affected by the firm’s activities, and (3) achieve the company’s performance objectives.

The Management Process in Marketing

To successfully apply the marketing concept, whether the traditional or societal version, an organization has to effectively manage its marketing activities.  It must engage in skillful marketing management.  The marketing part of the term marketing management was defined earlier, but what about the management part?  Management is the process of planning, implementing, and evaluating the efforts of a group of people working toward a common goal.  

What Is the Management Process?

The management process, as applied to marketing, consists basically of (1) planning a marketing program, (2) implementing it, and (3) evaluating its performance.  The planning stage includes setting goals and selecting strategies and tactics to reach these goals.  The implementation stage includes forming and staffing the marketing organization and directing the actual operation of the organization according to the plan.  The evaluation stage is a good example of the interrelated, continuing nature of the management process.  Evaluation is both a look back and a look ahead—link between past performance and future planning and operations.  Management looks back to analyze performance in light of organizational goals.  Findings from this analysis of the past performance are then used to look ahead in setting the goals and plans for future periods.

WHAT IS CONSUMER BEHAVIOR?

Consumer behavior is a young discipline: the first textbooks were written in the 1960s.  Its intellectual forefathers, however, are much older.  For example, Thorstein Veblen talked about conspicuous consumption in 1899.  Similarly, in the early 1900s writers began to discuss hoe psychological principles could be used by advertisers.  In the 1950s ideas from Freudian psychology were popularized by motivation researchers and used by advertisers.  It was not until the enunciation of the marketing concept in the 1950s, though, that the need to study consumer behavior was recognized.  As stated by Theodore Levitt, the marketing concept embodies “the view that an industry is a customer-satisfying process, not as a goods-producing process.  An industry begins with the customer and his needs, not with a patent, a raw material, or a selling skill.”  The general acceptance of the concept that businesses function to fulfill consumer needs and wants by thoroughly understanding their exchange partners (i.e., customers) makes the study of the consumer essential.

Consumer behavior is defined as the study of the buying units and the exchange processes involved in acquiring, consuming, and disposing of goods, services, experiences, and ideas.  Within this simple definition, a number of important concepts are introduced.  First, included in the definition is the word “exchange.”  A consumer is inevitably at one end of an exchange process in which resources are transferred between two parties.  For example, an exchange takes place between a doctor and a patient.  The physician trades medical services for money.  In addition, however, other resources, such as feelings, information, and status, may also be exchanged between parties.

When exchange occurs, the possibility exists that ethical improprieties can occur.  Both marketers and consumers can violate ethical norms. 

The exchange process is a fundamental element of consumer behavior.  Exchanges occur between consumers and firms.  Exchanges also occur between firms, such as in buying situations.  Finally, exchanges occur between consumers themselves, such as when a neighbor borrows a cup of sugar or a lawn mower.

Consider again the definition of consumer behavior.  Notice that the term “buying units” is used rather than “consumer.”  Purchases may be made by either individuals or groups.  An important area of study for consumer researchers is that of organizational buying behavior.  Particularly in business-to-business marketing, the purchase decision maker may be a group of individuals in a buying center rather than a single decision maker.  Fortunately, the same basic principles apply to organizational buying behavior as to consumer behavior.  While the focus of this text is on consumer buying, specific applications to organizational buying and business-to-business marketing will be identified in the “highlights” throughout the text.

The definition of consumer behavior also reveals that the exchange process involves a series of steps, beginning with the acquisition phase, moving to consumption, and ending with the disposition of the product or service.  When investigating the acquisition phase, researchers analyze the factors that influence the product and service of consumers. 

Much of the research in consumer behavior has focused on the acquisition phase.  One factor associated with the search for and selection of goods and services is product symbolism.  That is, people may acquire a product to express to others certain ideas and meanings about themselves.  For example, some men wear earrings to makes symbolic statement to others about who and what they are.

The consumption and disposition phases have received much less attention by consumer’s researchers than the acquisition phase.  When investigating the consumption phase, the researcher analyzes how consumers actually use a product or service and the experiences that the consumer obtains from such use.  The investigation of the consumption process is particularly important for service industries.  In some industries, such as restaurants, amusement parks, and rock concert promotions, the consumption experience is the reason for the purchase.  

The disposition phase refers to what the consumers do with a product once they have completed their use of it.  In addition, it addresses the level of satisfaction that consumers experience after the purchase of a good or service.  For example, one critical problem faced by physicians and patients concerns the level of satisfaction with the results of the medical procedure.  If consumers have unrealistic expectations, the anticipated outcomes are not likely to occur, and dissatisfaction will result.  From the surgeon’s perspective, such customer dissatisfaction is likely to increase the likehood that the lawsuits will be filed.  For the patient, unfulfilled expectations may result in a loss of self-esteem and possibly even more cosmetic surgery.  For example, the woman who after five face lifts had her sideburns behind her ears was still searching for a plastic surgeon to correct the problem.

The student consumer behavior will be struck by the diversity of the field.  It incorporates theories and concepts from all the behavioral sciences.  When studying the acquisition, consumption, and disposition of products, services, and ideas, one also explores the discipline of psychology, social psychology, sociology, anthropology, demography, and economics.

Why Study Consumer Behavior?

Possessing an understanding of consumers and the consumption process provides a number of benefits.  These benefits include assisting managers in their decision making, providing marketing researchers with a knowledge base from which to analyze consumers, helping legislators and regulators create laws and regulations concerning the purchase and sale of goods and services, and assisting the average consumer in making better purchase decisions.  In addition, the study of consumers can help us to understand more about the psychological, sociological, and economic factors that influence human behavior.

Consumer Analysis As a foundation of Marketing Management  

The importance of understanding the consumer is found in a definition of marketing as a “human activity directed at satisfying needs and wants through human exchange processes.”  From this definition emerge two key marketing activities.  First, marketers attempt to satisfy the needs and wants of their target market.  Second, marketing involves the study of the exchange process in which two parties transfer resources between each other.  In the exchange process, firms receive monetary and other resources from consumers.  In return, consumers receive products, services, and other resources of value.  For marketers to create a successful exchange, they must have an understanding of the factors that influence the needs and wants of consumers.

Indeed, one can argue that the principle of consumer primacy represents the central point on which marketing is based.  The concept states that the consumer should be at the center of the marketing effort.  As Peter Drucker, the well-known management scholar, stated, “Marketing is the whole business seen from the point of view of its final results, that is, from the customer’s point of view.”  Similarly, in his critique of General Motors Corporation, Ross Perot proclaimed that for the company to turn around, managers must perceive that “… the consumer is king!”

Public Policy and Consumer Behavior

A knowledge of consumer behavior can also assist in the development of public policy.  As it pertains to consumer behavior, public policy involves the development of the laws and regulations that have an impact on consumers in the marketplace.  In its legislative, regulatory, and judicial roles, the federal government often deals with issues involving consumers.  For example, proposals have periodically surfaced to limit, or even cut off entirely, commercials accompanying television programming aimed at young children.  Work done by consumer researches concerning the impact of advertising on children has figured prominently in the formulation of the regulations.

Consumer Behavior and Social Marketing

The ideas and concepts of marketing may also be applied to nontraditional business areas.  For example, various nonprofit groups, such as political parties, religious organizations, and charitable groups, all engage in consumer research; however, rather than marketing tangible products, these organizations tend to market intangible ideas.  Another example of the nontraditional use of consumer behavior concepts is found in efforts of the AMC Cancer Research Center to influence women’s actions in order to lower the high incidence of breast cancer.  One element of the strategy has been use high-profile celebrity endorsers.

The Personal Value of Consumer Behavior

A general knowledge of consumer behavior also has considerable personal value. It can help people become better consumers by informing them of the way in which they and others go about their consumption activities.  In addition, it can assist consumers in the buying process by informing them of some of the strategies used by companies to market their products.  Knowledge of the factors influencing consumption also has intrinsic value for many people.  It is simply fun to know why product rumors start, why subliminal advertising messages are unlikely to influence buying and why some product endorsers (e.g., the ex-basketball player Michael Jordan) are so much more effective than others (e.g., the basketball player Kobe Bryant).  Finally, being able to understand one’s own personal consumption motivations as well as those of others is satisfying and is part of being a well-rounded, educated person.

As overall statement, the study of consumer behavior provides three types of information: (1) an orientation, (2) facts, and (3) theories.  The study of consumer helps to orient the managers and public policy makers so they consider the impact of their actions on consumers.  The field also provides facts, such as the size of various demographic groups.  In addition, the study of consumer behavior provides theories.  “Theory” tends to be ridiculed with statements such as: “That’s only theory; it has nothing to do with what really happens.”  In fact, nothing is more practical than a theory.  Detectives develop theories for why a crime was committed.  Medical doctors develop theories for why a person get sick, and managers develop theories for why a product fails to sell.

A theory is a set of interrelated statements defining the causal relationships among a group of ideas.  Theories may be big or small, but all should have research support.  A major practical reason for studying a consumer behavior is that the field has a variety of theories that do have research support and that can be used to understand and solve managerial and public policy problems.

An Organizing Model of Consumer Behavior

To provide an overview of the broad field of consumer behavior, an organizing model is developed.  The consumer model has five primary components that form the field’s core areas of study: the buying unit, the exchange process, the marketer’s strategy, the individual influencers, and the environmental influencers.  The buying units are connected to the marketer’s strategy via an exchange relationship.  Buying units may consist of an individual, a family, or a group that makes a purchase decision.  The term “marketer” is used extremely broadly in the model; a marketer could be a firm selling a good or service, a nonprofit organization, a governmental agency, a political candidate, or another consumer who wishes to borrow or trade something.  The marketers seek to create an exchange with consumers by implementing a marketing strategy through which it attempts to reach its long-term customer and profit goals.  A marketing strategy is implemented by creating segmentation and positioning objectives.  A marketing mix, consisting of product, price, promotion, and distribution factors, is then developed to execute the overall strategy.

A major focus of the text wll involves identifying how an understanding of the exchange process, the individual influencers, and the environmental influencers can be used to develop marketing strategy.  In the development of strategy, the marketers employ environmental analysis to anticipate the likely effects of the environmental influencers.  Market research is used to obtain information on individual consumers.  Based upon the environmental analysis and market research, managers develop positioning and segmentation strategies, which are implemented through the marketing mix.  The consumer behavior connects the buying unit to both the individual influence factors and the environmental influencers.  The individual influence factors represent the psychological processes that affect individuals engaged in acquiring, consuming, and disposing of goods, services, experiences.  The environmental influencers represent those factors outside of the individual that affect individual consumers, decision-making units, and marketers.

For pedagogical purposes, the individual influencers and the environmental influencers have been divided into two distinct groups.  However, a more accurate statement is that they lie on a continuum that moves from a narrow micro to a broad macro focus.  The continuum begins at the individual level with the most basic psychological processes involving perception and learning.  As one moves along the continuum, the analysis moves to the study of personality, attitudes, persuasion, and finally consumer decision making. At this point, the emphasis changes from the study of the individual to investigations of the impact of situations and groups of people on consumer behavior.  At the broadest levels of the continuum, consumer researchers examine how people in different nations and cultures acquire, consume, and dispose of goods, services, experiences, and ideas.

Questions To Answer:

1. Define marketing and explain the concept of exchange.

2. Identify and enumerate the difference marketing and selling.

3. What are the different marketing concepts? Explain each thoroughly.

4. What is the role of the management process in marketing.

5. Define consumer behavior.

6. Why is consumer analysis is basis for marketing management?

MODULE 5

THE BUSINESS PLAN

The business speaks the mind of the entrepreneur. It introduces the business to lenders, investors and others. More important, it demonstrates the capability of the entrepreneur, not only as a venture founder but also as a competent business manager.

Lenders and investors often require a business plan as a road map for financing. It is also useful as a guide to the entrepreneur in founding and operating the business and allocating limited resources for goal attainment. It forces the entrepreneur to study himself or herself rigorously and above all to think of the business in its totality, rather than in isolated components.

OBJECTIVES:

After studying this module, the student should be able to:

1. Discuss why there is a need for a business plan;

2. Discuss what planning is like in the real world of entrepreneurs;

3. Identify and formulate a formal business plan;

4. Identify and discuss the five musts of a business plan.

WHY A PLAN?

The logical extension of a firm’s strategic planning is a business plan, which details how the enterprise is going to meet its objectives. In its complete form, the business plan documents all aspects of planned business activities.

People sometimes think of business plans as being primarily guides for the startup of new ventures. But that is not the only time a plan is useful. In fact, properly done, a business plan becomes a part of a firm’s life: it stays with the business, updated as necessary, tagging along throughout the business cycle, proving particularly useful for mapping out a specific program for an existing business, turning around the financing of a troubled firm, and seeking investment in business expansion. In brief, a business plan speaks the mind of a businessperson and can be used in almost any situation as a guide to action. 

PLANNING IN THE REAL WORLD OF ENTREPRENEURS

Given the enormous importance of business plans, it is not surprising that a great deal has been said and written about them. Recent years have seen the publication of dozens of books on the subject. There are even computer software to help generate the plans. Business students are taught how to prepare a business plan in courses such as management, marketing, entrepreneurship, and even accounting. And practically everyone who has anything to do with entrepreneurship and small business reiterates that no one should go into a business or try to manage one without a business plan. A few years ago, people blamed the failure of young firms on lack of adequate bookkeeping. Today, the same people say it’s because entrepreneurs lack a business plan.

It is true that many entrepreneurs do not have a business plan. This lack of what has become a high priority in most business has two reasons (1) entrepreneurs are typically not people who find written planning a pleasant thing to do; and (2) the kind of plans that are taught in business schools often have little to do with what is needed and practical in real life.

Business Plans and the Entrepreneurial Mindset

Entrepreneurs are primarily action-oriented, focused on products and marketing.  Many of them do not want to spend time drawing up a written plan.  They feel their place in the world is the marketplace, not sitting in front of a desk puzzled over words and figures.  Other excuses for not planning include:  overconfidence and over-reliance on common sense; a conviction that planning is not necessary; preoccupation with other matters that seem more urgent; and just plain laziness.

The best way for an entrepreneur to overcome any of these negative feelings is to realize that a business plan is important because it stimulates organized consideration of the strengths and weaknesses of a venture or a proposed venture. As a management tool, it provides a focal point for organizing the whole management effort, a summary of business activities, a definition of the company’s goals, financial objectives, and strategies, and an assessment of the required resources and their allocations.  Prepared properly, it will serve as a blueprint to guide the entrepreneur in operating the business and in allocating available resources efficiently.  In addition, if money must be obtained from outside sources, a plan will serve as a package for presenting the proposition to potential lenders and to investors.  Without a precise, thorough, written analysis of the business, the financial analyst will likely judge the entrepreneur to be deficient in other management qualities as well.  In other words, not having a business plan means that the priority of a business has not been recognized.  Above all, it shows a lack of discipline.

It may also help the reluctant planner to remember that writing a business plan can be a learning experience, sharpening both the entrepreneur’s analytical ability and revealing potential problems (or strong points) of the venture.  

Planning the Plan: Who Will Use It?

Students taking credit courses must prepare business plans in the way prescribed in their texts.  But for practical purposes, a business plan can and should vary with the need of the user.

Thus, a business plan prepared solely for the use of an owner/manager may not be a formal document but rough notes and fragments stored in his or her personal computer.  They are sufficient guide to action.  One could argue that it would be even better to have an organized plan.  However, not everyone is equipped to do a “real” plan, and doing some sort of plan is better than having none at all.  In contrast, business plans prepared in the hope of obtaining investment from a venture capitalist, a loan from a bank, or aid from a government agency need to be more formal.  Plans prepared for each of these will also differ from each other since each kind of user has somewhat different objectives.  The key point to remember is that any business plan must be prepared to address the needs of the user, not what the entrepreneur perceives as his or her own needs.

A FORMAL BUSINESS PLAN

Since business plans are written to achieve a purpose and since all purposes are not identical, there is a great deal of variation from one business plan to another.  This section describes the parts of a complete, formal plan for either a proposed or an existing venture; a plan suitable for outside users (such as potential investors).  

The assumption in preparing a formal general plan is that the reader knows little or nothing about the industry but may wish to know a great deal about the enterprise.  Since you are undoubtedly hoping to attract money to the firm by writing this document, the effect must be one of enthusiasm, competence, and honesty.

The Full Form

A properly prepared formal plan contains:

1. Table of Contents

2. Executive Summary.  A brief statement, preferably no more than one page long.
3. About the Business.  A statement of the basic non-financial background of the business: when and where it was started, product details, its major suppliers and customers, and its competitive advantage.  Details go in later sections.
4. About the Entrepreneur and the Team.  Brief backgrounds of the owner/manager and the management team (administrative and technical), emphasizing why each person is important to the business.
5. Product or Services Profile.  A description of product characteristics, product development, the estimated product life cycle, and long-term product strategy.
6. Feasibility Survey.  A market survey showing the feasibility of the product or service.
7. Market Description and Analysis.  A report covering the size of the market, consumers’ motives and behavior, market segment, target market, market trends, and the enterprise’s estimated market share and sales.  Be sure to state the basis for formulating the estimates.
8. Competition.  A description of the main competitors and their competitive strategies, plus any other information demonstrating the entrepreneur’s awareness of the total market environment that the venture must confront.
9. Anticipated Sales.  A forecast that includes the assumption and/or basis on which it is made.
10. Marketing Strategy.  A statement setting out the market niche, a clearly defined marketing objective, and the strategy and tactics—pricing, advertising, promotion, distribution, service, and warranty policies—the entrepreneur will use to achieve the marketing objective.  Retailers and restaurateurs include here an explanation of why a particular location or type of location is desired.
11. Feasibility of Operation.  A brief description of the production process, technology employed, quality assurance enforcement, physical plant, status of the building, machinery, and equipment, and any other element of operational strategy that could substantiate the claim that the undertaking is viable.
12. Human Resources.  An explanation of the expected sources of personnel, the enterprise’s general human resources policy including, if possible, objectives other than the profit for example, pride in the product, the quality of life, and shared residuals from the employee’s point of view.  If the undertaking will create jobs in a high-unemployment region or for some special group, this is the place to say so.  And most importantly, if skilled personnel are required, it must be specified how they are to be recruited and/or trained and what policies will be used to retain them.  If an established company is unionized, a brief description of union relationship is desirable and often necessary.
13. Financial Information.  A complete set of financial statement for three years, including:
· The projected financial state of the venture (Balance Sheet).
· A pro forma operating statement (Profit and Loss Statement)
· A cash-flow forecast by month (Established firms are expected to submit professionally prepared statements.)
Some situations and some users require the entrepreneur to amplify or add schedules to support the financial statements.  If the plan is to be used to solicit a loan, the cash-flow forecast must show plans for the loan repayment.  If the business is one with marked seasonal fluctuations, perhaps with heavy emphasis on accounts receivable, accounts  payable, and inventory, a cash-flow chart will likely be required.  A manufacturer may find a factory overhead schedule useful.  Other information to be placed here may include a breakeven analysis and a description of any financial commitments the entrepreneur has made on behalf of the enterprise.  For short-term borrowing from a bank, a list of the securities offered should also be provided.  Long-term leaders may require an ageing of accounts receivable and payables to determine if the working capital is adequate for the business needs.

14. Risks.  A list of the anticipated risks to be overcome, including those in the areas of manufacturing, marketing, finance, and human resources.  Measures to deal with risks under all foreseen circumstances must be described.

15. Research and Development.  A statement of what is planned.  This is applicable to all businesses.  It is an essential commitment if the enterprise is to survive, grow, and prosper in today’s worldwide competitive environment.

 THE FIVE MUSTS OF A BUSINESS PLAN

Every business plan must observe the following fundamentals:

1. A business plan must be accompanied by a set of cash-flow projections. Three years of month-to-month forecasts are desirable, but one year is better than nothing at all.

2. A business plan must have the users’ needs in mind. What the readers want to know may be what the entrepreneur wants them to know, but it is often very different.

3. A business plan must be prepared to demonstrate coordination of all functions of the enterprise. For example, if the projected revenue is PhP 1 million, marketing, production, finance, human resources, etc. must function as a team to earn that revenue.

4. A business plan must show the owner/managers’ determination, commitment, and competence.

5. A business plan must be followed with action. A seemingly excellent plan that does evoke any action is only words and figures. Even the worst written plan, if acted upon, is better.

A BUSINESS PLAN AS AN ENTREPRENEUR’S GUIDE FOR ACTION

A business plan that is intended to serve the entrepreneur as a working document requires no particular formality. Some form of organized approach will, however, bring his or her thoughts together, present a vision of what the next one year or five years of the enterprise will bring, and outline the strategies and tactics needed to get there.

As an action guide, a business plan for the entrepreneur’s own use should at least:

· Define personal and business objectives, so that the entrepreneur can make sure they are attainable and in congruence with each other.

· Provide a self-assessment of mental, physical, and financial capability to undertake the challenge.

· Outline the resources required to achieve the objectives.

· Map out a strategy to acquire these resources.

· Rank all actions required to achieve the objectives.

· Offer an action plan that includes

· All the things that must be accomplished and the actions needed to get them done.

· Assignments for specific individuals to undertake the tasks.

· The deadlines for accomplishment.

· A brief guide for measuring the result which can be a simple checklist.

Entrepreneurs often use this sort of informal action plan in the incubation and startup stages of an enterprise, but it can be useful at any stage.

Questions To Answer:
1. Why is there a need for a business plan? Discuss your answer thoroughly and cite examples.

2. Identify the different plans of a full form business plan.

3. Enumerate the “5 musts” of a business plan.

4. How can a business plan guide the activities of an entrepreneur?

5. How do you plan a business plan?

MODULE 6

RECOGNIZING BUSINESS

TRENDS AND CHALLENGES
Entrepreneurs and business people must learn how to recognize trends in order to take advantage of them and make the most of these. More so, they must be ready to face the challenges that come their way so as not to lose any business.

OBJECTIVES:

After studying this module, the student should be able to:

1. Describe major trends that affect the nature of business;

2. Explain how and why government has regulated businesses in the past and why it has elected to deregulate some industries;

3. Discuss changes in the labor pool and their effect on business;

4. Describe changes in consumer rights and demographics and their impact on business;

5. Identify and discuss major business challenges.

BUSINESS AND CHANGE

Some of the changes and challenges confronting businesses in the country today involve things internal to the organizations themselves. Among the most pressing of theses shifts are the growth of high technology, a move from manufacturing to informational services, geographical moves, and an increase in mergers and acquisitions.

The Impact of High Technology

One major trend that has affected virtually every aspect of the contemporary business world is the development and spread of high technology. A high-technology (high tech) firm is one that spends twice as much on research and development and employs twice as many technical employees as an average manufacturing firm. The term “high-tech” may conjure up images of computers and robots. Firms that make these products are definitely high-tech. But so are firms in the aircraft, pharmaceuticals, and communications industries.

High-tech has not, however, been what it was expected to be. It has not created the number of new jobs that many economists originally predicted. Some of the production jobs it has created have been in foreign factories. Many workers trained  for industrial jobs have also been unable or unwilling to make the transition to high-tech jobs. Finally, many entrepreneurs who rushed into the high-tech area did so with poorly conceived plans and were unsuccessful. Still, high-tech is clearly with us to stay and will have an increasingly important role in our national economy.

Manufacturing to Information Services

Developments in high technology have also contributed to another change in the business world. In recent years, the manufacturing sector has decreased as an employer of workers, while the service sector has grown.

Not all service industries have grown as much as others, though. While employment in traditional service industries such as construction, restaurants, hotels, and repair services has grown as percentage of national employment, informational services are the area of greatest growth of late. Informational services personnel include lawyers, accountants, data processors, computer operators, financial analysts, office personnel, and insurance agents—all those who spend their day working on or with information.

This sector has grown for many reasons. An increasing need to acquire and manage information in a highly competitive marketplace is a prime factor. Another reason is the increasing government regulation of business. With more governmental regulations, companies have had to hire more people to read about the regulations and to construct and implement policies that comply with the regulations. Filling out government forms is another major task.

A Geographic Move

Another trend affecting business has been a gradual population shift to the economic zones. These are geographical regions that have economic laws that are more liberal than a country's typical economic laws. Usually the goal is an increase in foreign investment. With the influx of foreign investors, workers get hired in the company’s within these zones. Most of these workers come from different places. They bring their families with them and relocate them to housing within or very near these zones.

The Rise of Mergers and Acquisitions

A final trend in modern business has been the rising number of mergers and acquisitions although this trend may be fading. An acquisition is simply the case of one firm buying another. In contrast, a merger is a consolidation of two firms. In the case of acquisition, one firm (usually the larger) buys the other (the smaller). In a merger, on the other hand, the firms are usually more similar in size and the arrangement is more collaborative. 

After a merger or acquisition, three things can happen. One possibility is that the acquired company will continue to operate as a separate entity. Another possibility is that the acquired business will be absorbed by the other and simply disappear. Finally, the two companies may form a new company.

BUSINESS AND GOVERNMENT

Government Regulation of Business

Government regulates business for a variety of reasons. Chief among these reasons are to protect competition and to meet the nation’s social goals. 

Protecting Competition

One key reason for government to regulate business is to ensure competition. Government regulation in this area protects both consumers and other business. Competition is crucial to a market economy. Monopolists could charge high prices for inferior goods, since consumers have no options. Laws against monopolies thus preserve competition and mean companies will strive to offer goods that meet consumers’ expectations at a reasonable price.

Similarly, without government restrictions, a large business with vast resources could cut its prices so low and advertise so much that smaller firms lacking equal resources would be forced to close.

In cases when a monopoly is desirable for some reason, government regulation seeks to prevent companies from price gouging or increasing prices unreasonably.

Meeting Social Goals

Another reason for the regulation of business is to help meet social goals. Social goals promote the general well-being of our society. In several areas, business activities and social goals overlap.

In any market economy, consumers must have money to purchase goods and services. But our sense of fairness dictates that the sick should be treated, regardless of their ability to pay. Toward this end, cities have long maintained public hospitals. Public immunization programs have inoculated millions of Filipinos against TB, polio, etc.

Another social goal—a safe work place—has also generated extensive government regulation of businesses. In addition, state-mandated worker compensation programs require businesses to contribute to a fund that pays workers who have been injured on the job.

Other national, city and municipal laws regulate countless aspects of business in order to “protect” the public. Various laws regulate banks, stock sales, and automotive emissions. The state license physicians, insurance salespeople, real estate brokers. And local ordinances establish where garbage can be dumped and who can serve liquor. Indeed millions of laws, licensing rules, and legal actions regulate every aspect of business in the Philippines today, a pattern some small businesses find threatening.

A Move Toward Deregulation

Although government regulation has benefited the country in some ways, it is not without its drawbacks. Business people and entrepreneurs complain—with some justification—that government regulations require too much paperwork. There are other reasons these people find no very reasonable. For these and other reasons, the country began deregulating certain industries, with mixed results. Deregulation is the removal or easing of government-imposed laws or restrictions on business operations.

How Business Influences Government

Not everyone agrees on the benefits of government regulation or deregulation. Naturally, businesses attempt to assure that laws regarding regulation and taxation do them the least harm and the most good. Toward this end, businesses attempt to influence the government through the use of lobbyists, trade associations, advertising, and political action committees.

A lobbyist is a person hired by a company or industry to represent its interests with government officials. Some business lobbyists have training in the particular industry, public relations experience, or a legal background. A few have served as legislators or government regulators. But all are required to register with the government as paid representatives of interest groups or particular businesses.

Employees, some entrepreneurs and owners of small businesses that cannot afford lobbyists often join trade associations. Trade associations may act as an industry lobby to influence legislation. They also conduct excellent training programs relevant to the particular industry, and they arrange trade shows at which members display their products or services to potential customers. Most publish newsletters featuring articles on new products, new companies, changes in ownership, and changes in laws affecting the industry.

Corporations can also influence legislation indirectly by influencing voters. That is, a company or industry can launch an advertising campaign designed to get people to write or inform their congressman demanding passage—or rejection—of a particular bill.

Finally, businesses may attempt to influence legislation by contributing to political action committees (PACs) which are special political fund-raising groups. 

Critics have argued that the growth of lobbying by business and industry and of PACs has distorted the legislative process. They charge that legislators have become most sensitive to the best funded arguments.

For many lobbying efforts, however, there are opposing efforts. So, in looking at business and government, it is important to keep in mind that competing interests can have vastly different effects on political processes.

BUSINESS AND LABOR

Because workers are an important resource to every company, relations with the labor force are another important dimension of the contemporary business world. 

Changing Demographics of the Labor Force

The statistical makeup—the demographics—of the labor force has changed gradually over the past several years. These changes have been in terms of age and the role of women.

The Graying Work Force

Many workers are getting older and older in the jobs that they hold. As you might expect, this increase is the result of more older workers and fewer younger workers. People are living longer than ever before, and some older individuals are taking advantage of changes in retirement laws and continuing to work beyond age 65. 

This trend has affected business in two ways. First, older workers tend to put greater demand on a company’s health insurance, life insurance, and retirement benefit programs. And second, younger workers taking the places of retirees tend to want different things from employers—things like more opportunities for self-expression or more leisure time.

On another front, many businesses are also hiring retirees as part-time employees. Many have lots of experience to draw on, are dependable, and require fewer benefits than full-time employees.

Women in the Work Force

Another trend that has had a significant impact on business is the growing number of women in the work force. In the fifties, only a small percentage of the female population worked outside the home. Thirty years later, the percentage has more than doubled.

There are many reasons for the increase in the number of women who work outside the home. Faced with rapid increases in the prices of goods, many couples found that they needed two incomes to maintain their standard of living. In addition, the women’s movement and the greater number of women attending and graduating from college have provided more career options for women.

The large percentage of women in all types of careers has had and will continue to have a major impact on business. Many companies are having to address the problem of child care in order to retain valuable trained personnel.

BUSINESS AND CONSUMERS

At the start of the 21st century, business have had to adjust to an increase in the power of the consumer. Gone are the days of caveat emptor, “let the buyer beware.” A business following that dictum today is apt to face boycotts, lawsuits, and government intervention. Consumer tastes and preferences are also more complex than in the past. Again, there are several reasons for this trend, including demographic changes and the rise of consumer rights.

Consumer Rights

Activism on the part of consumers seeking better value from businesses—the consumer movement—has altered the way many businesses conduct themselves. 

Over the past decade, legislation has broadened consumer rights considerably. Now, consumers are guaranteed the right to choose the products they desire, the right to safety from the products they purchase, the right to be informed about what they are buying, the right to choose, and the right to be heard in the event of problems. As a result, most products today come with extensive instructions as to their use and, in the case of food products, a detailed list of their ingredients. Most products also have a guarantee or warranty, and many list telephone numbers, addresses, websites and email to contact in the event of problems.

Changing Demographics of Consumers

The same pattern of demographic changes that affect labor practices also reflect consumer shifts: age and women.

An Ageing Population

Just as the average of workers is increasing, so is the average age of the entire population. Because of this trend, companies are finding new market opportunities and challenges. Older adults are demanding recreational facilities, health care, housing, leisure-time products, and personal-care items designed specifically for them.

Working Women

Working women also are providing more marketing opportunities for business. For instance, in recent years there has been demand for convenience foods that require little preparation, such as microwavable dinners and frozen pizzas. Products like telephone answering machines and home computers have increased in popularity, partially because of two-career families. Restaurants and home-cleaning services have benefited too. There has also been increased for professional “gear” for working women: business attire, bags, and the like. The fact that women are not staying at home to care for children has even created a new industry—the day-care industry.

CHALLENGES

Given the nature and complexities of today’s business environment, it is not surprising that business faces a number of critical challenges. Four of the most important ones relate to productivity, international trade, pollution and technology.

In Search of Higher Productivity

Productivity is a measure of our economy’s success. It is also a measure of a business’s success, since it reflects the efficiency with which a company uses resources. That is, a company that uses fewer resources (whether of materials, management or labor) to make the same number of products as another firm is more efficient.

International Trade

Another significant problem facing managers is trade deficit. A trade deficit means that, on the whole, a country is importing more products that it exports.

Why have so many foreign companies been more successful than others? Some economists blame conflict among business, the government, and labor in a particular country. Some reasons for trade imbalances hinge on characteristics of other countries. Some pay their employees lower wages. Some have employees who accomplish more in an equal amount of time. Lower safety standards and pollution controls in many foreign countries mean lower costs of producing goods. Fewer “paperwork” requirements means that foreign companies do not have to employee as many accountants and lawyers—a substantial savings.

One source of particular distress to a country’s firms is that some countries fail to honor that country’s patents. Another reason for a trade deficit is that many countries have complex rules that restrict another country’s import of goods. Finally, if unemployment threatens a particular industry, some foreign governments will subsidize that industry through outright grants, very low-interest loans, or government purchases at inflated prices.

As you can see, many factors are involved in the international trade problem. Any solution will have to be equally complex. Because of these difficulties, international trade remains a major business challenge.

The Continuing Challenge of Pollution

As the world’s landfills disappear, how will countries dispose of solid waste? Will they burn it? Will the recycle it? How will these countries meet the energy needs of the future? Will they continue to use conventional power plants that damage the air and land? Or will they turn to nuclear-powered power plants that raise the issue of safe nuclear waste disposal? Pollution cleanup may be a new source of business profit.

Technology Fiend or Foe?

Dealing with technology and its role in modern society will continue to be a major business challenge. Is high technology friend or foe to Filipinos and their business? Critics fear the replacement of traditional middle-class jobs with automated machinery.  They predict a depersonalized society in which people become numbers to a computer that received telephone calls, handles banking transactions, maintains the temperatures in our homes, and even answers the doorbells. 

Defenders of technology point to its promised benefits. New genetically engineered seeds that will increase agricultural production for a hungry world have entered the market. New vaccines that may help win the battle against cancer, AIDS, and viruses are in development. And new employment opportunities in safer environments than the blistering hot and dangerous steel mills of the past are a reality for many today.

Some people argue that technology will provide answers to pollution and ways to continue to increase productivity. Others raise complex questions about whether we can control technology we create. As future business and government leaders, you will be confronted with these and many other challenges in the decades ahead.

Questions to Answer:

1. Identify the significant internal forces that businesses must now contend with

2. What are the major hurdles facing business? Explain each.

3. In what ways do businesses attempt to influence government? What ethical implications can be drawn regarding these actions?

4. Using periodicals relating to business and entrepreneurship, identify five recent mergers. 

5. What do you see as the appropriate role of technology in the future? In general, will it improve or harm our society? Should it be regulated?

6. Enumerate three examples of instances in which you believe business has been more responsive to consumer expectations than it was in the past.
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