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B383 New Venture Creation

Spring Semester 2009

Faculty Name: 
Jason Scott Earl                                     Office: SMI 231B

Email:                   jasonscottearl@byu.edu                       Phone: 496-1427

Office Hours:       3:15-4:15pm MWF                                  Fax: 496-5427


Required Text and Readings:
The Portable MBA in Entrepreneurship, 3rd edition, edited by William D. Bygrave & Andrew Zacharakis

The Successful Business Plan: Secrets and Strategies, Fourth Edition, by Rhonda Abrams 

Prerequisites for this Course:
Math 108 - Quantitative Reasoning

B220 or equivalent - Professional Communication 
Other Materials and Course Fees:
Cases accessed via links on Blackboard, Weekly Modules
Harvard cases and articles ($18.00)

Harvard ManageMentor® Plus Modules (www.byui.edu/harvardmanagementor)

Selected Quotes:
Be not discouraged, neither allow the spirit of doubt or gloom or despondency to come into thy life, for these are tricks of the evil one to destroy thy faith and thy usefulness.  But look upon the bright side of life, to be cheerful, humble, prayerful, and pure in thy devotion, and in thy habits, and the Lord will remember thee in mercy.  His power and blessings will be upon thee.  Therefore, look unto the Lord in humility, and thou shalt be comforted in the answers to thy prayers and be guided in the path of thy duty, day and night. (Hyrum Smith)

Fear knocked at the door. Faith answered.  And lo, no one was there. (Old English Expression)

Course Description:
The course is designed as an introduction to the process of perceiving an opportunity and creating an organization to pursue it.  Working alone and in teams you will learn to plan, finance, launch, manage, and harvest a new venture.  In order to integrate ideas across departments and colleges, this course will be open to students in engineering, computer science, and business management.  
All students who desire to lead a business plan team will have an opportunity to describe their ventures in the early class sessions to facilitate team member recruiting.  Class discussion, readings, lectures, and projects are learning tools.  Your project is developed throughout this course and involves completing a new venture plan and financial forecast.  Each team’s business plan also becomes a “live case” for the purposes of class discussion.

Course Objectives:
1. Introduce the concept of new venture creation and business planning to students across several colleges and departments (i.e., business management, engineering, and computer science).

2. Allow students to build a basic but solid foundation in core subjects of business as they relate to developing new products and technology in the business world.

3. Commit to continuous professional development and lifelong learning through deeper understanding of life goals, self-management of learning skills, and the entrepreneurial process.

4. Develop an understanding of the forces of change, such as technology and globalization, to enhance your managerial and decision-making skills.

5. Extend your logical and critical thinking skills, including the capacity to think beyond boundaries and to engage in integrating analysis across disciplines.

6. Strengthen your interpersonal skills, including team participation, team building, and leadership.

7. Increase your commitment to integrity and ethical conduct in personal and professional pursuits.

Course Structure & Project:
Students will be allowed to screen their own ideas and then form small teams in order to create a business plan or confidential information memorandum which could be presented to outside investors and/or private equity groups.  These teams will work together to complete individual assignments that will build upon one another so that at the end of the semester an actual business plan will be compiled and presented to the class.  Some of the individual assignments will include: 
(1) Industry and Competitive Analysis
(2) Market and Customer Analysis
(3) Sales Forecasting
(4) Forecasting Financial Statements
(5) Ratio and Breakeven Analysis
(6) Valuation of the Product or Technology 
(7) Financing Strategies
(8) Harvest Strategies
(9) Managing a Growing Business
(10) Presentation of the Business Plan
Course Results:

At the end of the course, students will know how to apply business principles to evaluate opportunities, risks, and problems associated with the establishment of new ventures.  Other concepts and techniques will be acquired such as; creating a business plan, preparing an investment package, and the ability to present a “telling story” in a way that investors can readily grasp and understand.
Grading Policies:
Students are expected to volunteer to discuss the progress they are making with their ventures and to offer constructive feedback to other students.  Entrepreneurs must always be prepared to discuss the latest evolution of their venture with a potential ally, team member, customer, or source of financing.
Course Points:

1. Resume and Career Goals (3 years and 10 years)
  5%
2. Venture Opportunity Screen
  5%
3. Team Roster, Scope of Work, Vision & Mission Statement
10%
4. Industry, Competitive, Market, and Customer Analysis
20%
5. Financial Forecast
20%
6. Final Project and Presentation
20%
7. Class Participation
20%
Total
 100%
Grading:
93% - 100% = A               80% - 82% = B-                  67% - 69% = D+

90% - 93%   = A-              77% - 79% = C+                 63% - 66% = D

87% - 89%   = B+             73% - 76% = C                   60% - 62% = D-

83% - 86%   = B               70% - 72% = C-                  below 60% = F
 

Guiding Principles of Learning & Teaching:
At BYU-Idaho we foster faith-building and life-changing learning.  Through our faith in the Lord Jesus Christ and the gifts of the Holy Ghost we can learn by study and also by faith.
 
Please remember that everyone at BYU-Idaho is both a learner and a teacher.  As such, the principles below should guide our actions:
1.       Exercise faith in the Lord Jesus Christ as a principle of power.
2.       Understand that the Holy Ghost is the true teacher and invite the Holy Ghost to teach us.
3.       Act, rather than be acted upon.
4.       Accept responsibility for learning and teaching.
5.       Integrate scholarly knowledge and sacred truth.
6.       Love, serve, and teach one another.
Written Assignments and Late Assignment Penalties:

All written assignments are due on the session date they are described in the syllabus.  All assignments should be typed and double spaced.  Also, make an extra printed copy of each assignment for your records and save the latest components of your plan electronically.  Late assignments will be penalized one grade level for each class they are late (A to B and A- to B-, etc.).  Assignments must be submitted by the start of class.  Assignments submitted after the start of class will be penalized.

Forming Your New Venture Teams:

Your venture teams should have between two and four members.  If you wish to have more than four team members, than the venture should be complex enough to warrant the larger team. I will also

expect more detailed business plans, more in depth industry and competitive analysis, and

more customer analysis from larger teams.

Choose a venture you are truly interested in, indeed impassioned by, and this project will

prove to be a stimulating challenge.  This should be a practical experience for you. Whenever possible contact individuals with the proper expertise, e.g., to determine the cost of capital and collateral requirements for a loan, speak to a venture capital firm or a bank; to determine the cost of a specific piece of equipment, speak to an equipment supplier; visit competing businesses if possible, etc. 
Your Plan is the First Step of Creating Your Corporate Culture:

Keep in mind that you will be creating a plan that will not only outline your Company’s launch and growth, but also spell out how you will personally conduct your business.  How you write your plans, as well as the plan itself, are a statement of your ideals and beliefs, and will help to establish the culture of your organization.

Plagiarism:

An exciting and necessary part of college life occurs when student and faculty consider the ideas of others to form their own ideas: we read them in texts, listen to them in lectures, discuss them in class, and use them in our writing.  However, when you use another’s ideas, you must cite your source.  By citing your source, you differentiate between your ideas and those of another, make the source of your ideas clear, and giver proper credit
.  Plagiarism (from the Latin plagiare, "to kidnap") is the practice of claiming, or implying, original authorship of (or incorporating material from) someone else's written or creative work, in whole or in part, into one's own without adequate acknowledgement. Unlike cases of forgery, in which the authenticity of the writing, document, or some other kind of object, itself is in question, plagiarism is concerned with the issue of false attribution
.
Outline of Sections:

Section 1 
The Entrepreneurial Process

Section 2
Venture Opportunity Screens

Section 3
Industry and Competitive Analysis

Section 4
Market and Customer Analysis

Section 5
Sales Forecasting

Section 6
Forecasting Financial Statements

Section 7
Forecasting Financial Statements

Section 8
Ratio and Breakeven Analysis

Section 9
Valuation and Financing Strategies

Section 10
Financing Strategies

Section 11
Harvest Strategies

Section 12
Managing a Growing Business

Section 1 (April 20th , 22nd and 24th) 

The Entrepreneurial Process 

Reading Assignments:  

• The Portable MBA in Entrepreneurship (PMBA-E) Chapters 1-2 especially the table on pages 46-48. 

• The Successful Business Plan Workbook.  Chapters 1-3. 

Discussion:  

Who are entrepreneurs?  Other topics include: the importance of entrepreneurs to the market economy; entrepreneurship as a career choice; the entrepreneurial process; your ideas for new ventures; how to come up with ideas for new ventures; the venture opportunity screening process; lifestyle versus potential high growth ventures; advantages and disadvantages of a career in entrepreneurship; sources of innovative opportunity and the assigned readings. 

Resume and Career Goals (Grade Weight = 5%) 

Your resume and career goals for the next three years and ten years are due.  The answers to the following questions are optional; however, any information you provide will help me to get to know you better, enabling me to better assist you with your new venture planning. 
· What industry would you like to work in and/or start your own business?  
· Is there a particular business for which you would like to work?  
· Do you have the option of entering a family business?  
April 24th  – Written Assignment #1 is due: Resume and Career Goals
Section 2 (April 27th, 29th and May 1st)
Venture Opportunity Screens 

Reading Assignments:  

• PMBA-E chapters 3 and 4. 

• Workbook chapters 4 and 5 

Discussion:  

Review several examples: Celpure, iCRETE, and Accsense.  Discuss new venture ideas.  Other topics include: teamwork, employees, partners, shareholders; distribution channels and margins; barriers to entry and exit; sustainable competitive advantages; mission and vision statements, and the assigned readings.  How to prepare your team roster and scope of work will also be addressed. 

Presentations:  

Students, who had a positive outcome on their Venture Opportunity Screens (VOS)
 and are intending to attract other students to join their teams will make brief presentations describing their venture concepts.
Section 3 (May 4th, 6th, and 8th)
Industry and Competitive Analysis
Reading Assignments:  

• Workbook chapters 6, 7, 8 and 9 

Discussion:  

Student’s venture screens will be discussed.  There will be lecture on crafting a successful market entry and pricing strategy.  How to do an industry and competitive analysis will be discussed.  Also new venture planning, strategic planning for an existing firm (World Minerals), operating plans and budgets, and personal career planning will be compared and contrasted.  Key character traits of entrepreneurs will be discussed.
Presentations:  

Students seeking to attract team members to assist in completing a business plan are encouraged to present their venture concepts.
May 8th   Written Assignment #2 is due – Venture Opportunity Screen
Use chapter 2 of the Portable MBA text and your Business Plan workbook as a guideline.  These sources will help you to ask the right questions.  Your Venture Opportunity Screen should be 3 to 4 double-spaced pages and written in the form of a prose evaluation.  Do not copy and fill-in-the-blanks of either Screening Guide.  This is not acceptable.  A successful Screen for your opportunity should contain a section that outlines your planned scope of work, what key questions you believe have yet to be answered and how you will go about answering them.  A Screen indicating that an opportunity is not worthy of further pursuit is a common and an acceptable outcome.  
Essentially a Venture Opportunity Screen is a quick evaluation of an idea to determine if it represents an opportunity worth pursuing.  Experienced entrepreneurs are always screening new ideas, and can often complete a screen with several hours of targeted research and honest personal reflection.  After reviewing the sources mentioned above, write down the pros and cons of everything you know about your idea.  Often a fatal flaw in an idea can be identified with three to four hours of targeted research in the business library.  Try to address major yes or no questions that will help you determine if this is the right opportunity for you.  For example: 
(1) Is this a lifestyle/ small business opportunity or a rapid-growth venture? 

(2) Is there an identifiable market niche that I can carve out and defend based on the sustainable competitive advantages of my venture? 

(3) Are the margins forgiving and sustainable?

(4) Can I overcome the barriers to entry?

(5) Is the level of risk and uncertainty one that I can accept?

(6) Are the downside consequences something I could live with?

(7) Most importantly, ask yourself personal questions related to the venture:  

a. Assuming I don’t enjoy travel, will this business allow me to keep my travel to a minimum?  
b. Will this venture allow me to live where I want to live, to come in contact with people I respect, achieve my financial goals, and allow me to express my creativity?  

Students who arrive at a negative screen may screen at least one additional venture concept.  If the second screen is also negative, it is recommended that the student form a team with a student who has completed a positive screen.  Once a student completes a positive screen or forms a team with a student who has, they should immediately begin working on both the industry analysis and market research necessary to complete a sales forecast.  
Section 4 (May 11th, 13th, and 15th)
Market and Customer Analysis

Business Model Analysis
Reading Assignments:  

• PMBA-E Chapter 5

Workbook chapters 10 and 11 

Discussion:  

We will address how to prepare your Market and Customer Analysis assignment.  Intrapreneurship and choosing the appropriate legal structure for your venture are two additional topics.  Students should also come to class prepared to discuss different types of business models (see article below).  

Harvard Business Article: Note on Business Model Analysis for the Entrepreneur 

May 15th   Written Assignment #3 is due – Team Roster, Scope of Work & Mission Statement 
Each venture team (including those students working alone) must submit a team roster, name for the venture, and the scope of work for each team member.  A mission statement and a vision statement for each venture is also required.
Section 5 (May 18th, 20th, and 22nd)
Sales Forecasting
Reading Assignments:  

• PMBA-E Chapter 6

Workbook chapters 12 and 13 

Discussion:  

Assigned readings; compensation strategies for participants in the emerging firm; incentive stock options and shareholder agreements; non-compete agreements; and the human resource function in the emerging firm are discussion topics.  How to prepare the Sales Forecast for your business plan will be discussed (see article below).  

Harvard Business Article: How to Write a Great Business Plan
No Class on May 25th (Memorial Day)

Section 6 (May 27th and 29th)
Forecasting Financial Statements
Reading Assignments:  

• PMBA-E Chapter 7

Workbook chapters 14, 15, and 16 

Discussion:  

How to forecast financial statements; building your management team; intellectual property; corporate and brand names; transferring science and art to the marketplace.  Lab on financial forecasting: If needed time will be reserved at the end of each class for providing individual assistance to teams with their financial forecasts.  

Section 7 (June 1st, 3rd, and 5th) 
Forecasting Financial Statements
Reading Assignments:  

• PMBA-E Chapters 8 & 9

• Workbook chapters 17 & 18 

Discussion:  

Debt and other forms of financing will be discussed.  Lab on financial forecasting:  Time will be reserved at the end of each class for providing individual assistance to teams with their financial forecasts.
June 5th  Written Assignment #4a is due (Industry and Competitive Analysis)
Industry and Competitive Analysis:

Prepare an Industry and Competitive Analysis for your venture opportunity.  Use your business plan workbook, and your PMBA-E text to guide your efforts.  The industry analysis should be 3 to 5 pages, summarizing your key findings.

What type of firm would represent competition for your technology, business concept or firm?  In other words, profile your “competition”.  Provide an overview of your industry.

· Identify specific firms that may offer a competitive approach toward your innovation.  You might choose to prepare a table that categorizes these firms by sector, and list these firms and their basic mission/focus in a table.  In short, “benchmark” your competitor firms using a comparative table, assisted by information gathered from web searches, secondary information, primary information, and your team’s knowledge of the industry.

· Of these firms, which would represent a potential enabling partner, investor, licensee, or acquirer of your concept or firm?  Are there any common attributes that characterize these potential partner firms?

· What is the size of your industry; is it stagnant, growing, or declining and how fast; if it is growing than how big can it get and how fast?

· Porter 5 Forces Analysis for analyzing industry and competition is one way of helping you to organize your thinking and research.

Section 8 (June 8th, 10th, and 12th)
Forecasting Financial Statements
Reading Assignments:  

• PMBA-E Chapter 10

• Workbook chapters 19 & 20 

Discussion:  

Results on written assignment four will be discussed.  Pricing equity in a startup venture; sources of equity financing; how to prepare your ratio and breakeven analysis (pages 270 and 271 of your workbook) will be discussed.

Lab on financial forecasting:  Time will be reserved at the end of each class for providing individual assistance to teams with their financial forecasts.

June 12th  Written Assignment #4b is due (Market and Customer Analysis)
Market and Customer Analysis:

Prepare a market research report for your venture, including description of targeted market segments, size of each segment, and description of unique product or service advantages.  Describe your customers in detail including demographics and buying habits.  Describe barriers to overcome and barriers that can be erected.  Your market research report should be 4 to 5 pages summarizing your key findings.  Charts and graphs are often useful means of summarizing data for this report.

Think about your target market(s): What do you know about its size, value and characteristics that are relevant in the development of marketing strategy?

Characterize you marketing strategy for your business, identifying specifically how this strategy is intended to penetrate your specified target market.

A good marketing strategy will address if appropriate: distribution, pricing, branding, discounting, allowances, service agreements, sampling, and promotions.
Section 9 (June 15th, 17th, and 19th)
Valuation & Financing Strategies
Reading Assignments:  

• PMBA-E Chapter 11

• Workbook chapters 21 & 22

Discussion:

How to prepare your financing strategies, quantitative and qualitative approaches to valuation of the firm, types and sources of financing and their expected rates of return, and financial and operating leverage will be discussed.  Review of three different ways to value a company (asset based, market based, and net present value of projected cash flow).
Harvard Business Article: Business Model Analysis for the Entrepreneur
Section 10 (June 22nd, 24th, and 26th)
Financing Strategies & Financial Models
Reading Assignments:  

• PMBA-E Chapter 12

• Workbook chapters 23 & 24

Discussion:

Hypothetical financing strategies and deal structures will be outlined.  Timing and types of harvest strategies and how to prepare your harvest strategy will also be addressed.  Review of how to prepare financial forecasts and models.  

Forecasts are for three years, by month for year one, by quarters for years two and three, include a column with year-end totals for each year of the income statement, also include a column on your income statements that shows each line item as a percentage of net sales.  
June 26th  Written Assignment #5 DRAFT is due – Sales Forecast, Income Statements, Balance Sheet and Cash Flow Statement Forecast
The visual formatting and layout of your forecasts is important.  The print size must be easy to read for older people who have money to invest!  Do not continue years from one page to the next.  Never print numbers on a page without row and column descriptions.

An integral part of the business plan is the financial model containing the financial projections.  Projections that are well constructed are meant to quantify the opportunity as well as provide insight in the  financial and operational characteristics of the business.  Sensitivity analysis, ratio analysis, and “what if” scenarios should be key provision of any model that is meant to fully describe the nature of the opportunity.  A fully interactive model (one that uses formulas versus raw values or plug figures) gives you the ability to change certain figures and immediately read how the rest of the business is affected.  

As a general guideline, I always suggest that students construct their models from scratch.  This affords students the opportunity to gain a significant understanding of the financial characteristics of the business, while at the same time giving students the most flexibility in describing the opportunity and the economics of the business.  I will provide you with opportunities to gain feedback on your spreadsheet work and will help troubleshoot problems you have with your model.  (Hint: do not include pennies in your forecasts – the idea of being accurate to with a thousand dollars is ludicrous enough).

Preparing a Sales Forecast:

Estimate the market share you project to capture over time and combine this with the pricing you expect.  Look at various pricing and market share scenarios and choose the best case, most-likely, and worst-case scenarios.  Do a three-year sales or top line forecast by units and dollars for your most likely case.  Your sales forecast should be by month for the first year and by quarters for years two and three.  Include year-end total sales.  Include a 1-2 page discussion of your pricing and market strategy.  The sales forecast section of your business plan generally includes more detail than you show on the top line or revenue line of your income statement.  You are only required to submit your most likely case scenario, but other scenarios are welcome.

A convincing top line forecast is the most important component of most business plans.  The top line is made believable by a solid industry and competitive analysis and a comprehensive market and customer analysis.  You need to make a persuasive case that there is a market for your product or service and that you will better serve its needs than your competitors.  Justify your projected market share.  Describe the demographics of your targeted market segments.  Is your market growing, declining, or stagnant?  What are the other significant trends in the market with regards to technology government, regulations, etc.?  What are your entry and pricing strategies?  What are your sales and distribution plans?  What will be your positioning versus the competition?  What barriers to entry will you erect?
Include a separate page that documents all of your assumptions for your forecasts.

Include a ratio and breakeven analysis with your forecast.
Section 11 (June 29th and July 1st)

July 1st  Written Assignment #5 FINAL is due – Sales Forecast, Income Statements, Balance Sheet and Cash Flow Statement Forecast
No Class on July 3rd 
Managing a Growing Business
Reading Assignments:  

• PMBA-E Chapter 13

• Workbook chapters 25 & 26

Discussion:

Review of exit strategies.  Approaching angel investors, VC firms.  How to prepare your company for acquisition.  Showcase Accsense (outside acquisition) and Celpure (new venture within a large organization).  How to get the most out of your board of directors.
Harvard Business Article: How Entrepreneurs Craft Strategies that Work
Section 12 (July 6th, 8th, and 10th)
Harvest Strategies

Reading Assignments:  

• PMBA-E Chapter 14

• Workbook chapters 27

Discussion:

Mergers, acquisitions, strategic alliances, and outsourcing will also be discussed.  Managing a rapidly growing early stage venture will be addressed.  How to prepare the Executive Summary and Critical Risks and Contingency Plan sections of the business plan will be addressed.

Address whether or not you still perceive your venture to be feasible.  If it is not, explain why.  If it is, discuss if and when you might start it.  Entrepreneurship and economic development; presenting your plan; internal planning for an existing business; and how to prepare your final projects will be discussed.  Wrap up unfinished discussion topics.

The teams that will make presentations will be selected.

Section 13 (July 13th, 15th, and 17th)
Potential Guest Visitors:
· Matt Cheresh – CEO of Accsense

· Brian Hanrahan – CEO of My Carnivore
· Michael Daoud – President of XShot

This week will be dedicated to teams completing their plans and preparing their presentations.

July 20th  - Written Assignment #6 is due - Final Information Memorandum
The final project is an enhancement and compilation of all previous assignments.  Your previous assignments make up the key components of any business plan for a new venture.  None of you will have the time to do a complete business plan, which usually takes 250 to 500 hours for anything larger than a lifestyle venture.  If you are not using the plan to attract financial and key human resources, then it can likely be done in less time.  

Each plan must include a financing strategy that describes the reward streams your venture will create and on what terms you propose to exchange these with potential investors.  Include a projected rate of return for outside equity investors.  If outside capital is being sought the exit strategy and reward streams for the providers of this capital must be addressed as part of your financing strategy. In order to estimate rate of return to equity investors you must estimate a valuation for the firm at the time of investment.  You must also estimate the timing and amount of return to the investors.

Include a section that discusses critical risks and contingencies for dealing with them.  

Include a discussion of your Harvest Strategy.  Never start a business without also thinking through how and when you want to get out.  Surely this will change over time, thus it is an ongoing matter of consideration for a successful venture.  Successful harvests are planned well in advance.  It is actually more difficult to execute a successful harvest that achieves most of its intended goals than it is to successfully start a business. 
Include a section that describes what additional information would have been included if there had been sufficient time to complete the business plan.

What additional sections you choose to emphasize I leave to your discretion, since the correct choice will depend on the nature of the venture.

Each plan should include a Title Page with contact information for the lead entrepreneur, a company fact sheet (name of lawyer, banker, accountant, etc.), Executive Summary, Table of Contents, and page numbers.

Section 14 (July 20th and 22nd)

Company Presentations
Each team will have the opportunity to present their information memorandum in class and answer questions.












� Essentials of Writing: The Hamilton College Style Sheet (New York: The Trustees of Hamilton College 2003)


� Wikipedia’s definition of plagiarism (www.wikipedia.com)


� The method of screening new ventures (VOS) and use of this outline for this particular course is by permission from Professor John Elstrott, Tulane University.
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