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According to Statistics Canada, “At least half of new companies in Canada go out of business before their third anniversary” (Failure Rates of New Firms). Anyone starting their own business needs to be aware of the risks of entrepreneurship in order to reap its rewards. This report describes the essentials needed to start a successful business.
A successful venture requires an entrepreneur who is fit for the business world; someone who is confident, motivated, and willing to take risks (Geimure). They must be resilient, dedicated to the business and capable of recognizing and seizing opportunities. However, to start a ‘new’ business requires more than an individual who possesses these traits; it also requires a profitable idea (Field).

Business ideas are everywhere, but an entrepreneur should build a business in an area that they already have some expertise in. For a business idea to make money, it needs to fill a need in the market (Field). An entrepreneur should have a good idea who the potential customers will be. This does not necessarily mean inventing a completely new product. Creating a spin-off of existing products—as did Napoleon Barragan with Dial-A-Mattress—, turning a personal hobby into a part-time business, or simply providing common service like snow removal when it is needed can be good approaches for small businesses (Attard). 
Once a profitable idea has been decided upon, it is essential that the idea be protected, so competitors don’t steal and profit from it. An entrepreneur with plans to market a new product or method should look into getting a patent: a document that protects the rights of the inventor so that energy invested during development can be recovered. Patents apply only to new products or methods that show ‘inventive ingenuity’ – that is, not an obvious extension of something that already exists (A Guide to Patents). 
The inventor should hire a qualified patent agent to assist with the lengthy and complex task of applying for a patent. Patenting is also an expensive process: the total cost of filing a patent can range from $4000 to over $25000 depending on the complexity of the product (Quinn). The entrepreneur should determine if the benefits of patenting outweigh its costs. One should file a patent as soon as the product has been invented, however, an entrepreneur should only file when the invention is sufficiently developed. Future additions will require additional patents, which will require more money. The invention should not be revealed before patenting as that will invalidate the application (A Guide to Patents).
The first step to patenting is finding out whether or not the product or process has already been patented. This can be done by searching a national patent database or Google Patents. If it has not yet been patented, the entrepreneur can begin writing the patent. If a patent exists, the entrepreneur may choose to: buy the patent; collaborate with the inventor; or start over and invent something else. 
The patent must provide a clear description of the product, its usefulness and define the boundaries of the patent’s rights. A patent should include: the objectives, applications and limitations of the invention; existing, related patents; and where the invention should be patented (A Guide to Patents).  
After a patent application is then examined. The examiner may have objections to certain claims in the patent. The entrepreneur may then choose to either amend the patent or appeal to the Commissioner of Patents (A Guide to Patents). If the application is approved, a patent is granted. The entrepreneur can now focus on the next step of turning that idea into a reality - money.
An entrepreneur must prepare a business plan to attract investors. Like an engineer’s blueprints, a business plan is a document that states the goals of the company and how they will be accomplished. It allows the businessperson to fix potential problems, optimize the allocation of resources, and most importantly show investors that the business has been thoroughly developed and is worthy of their money. 
Part of a business plan should evaluate the capital requirements. Business investment can be classified into two categories: equity capital —which refers to personal investment—and debt capital—which is money from an outside source should equity capital not cover all the financial needs (Info-Guide).
Any business will require the owner to provide some equity capital. It can take forms other than money, such as labor (“sweat equity”) or personal assets like buildings and land. Even if it is insufficient to finance the whole business venture, a high level of personal investment in a business will show potential investors that the managers are confident that the business will be profitable (Info-Guide).

Debt capital can come from many sources, and in most cases is paid back with interest. If the required funding can’t be acquired through personal networking, there are many government financial assistance programs available for entrepreneurs. The disadvantage of this type of funding is its limited quantity and the overwhelming amount of paperwork and auditing required. Entrepreneurs will usually borrow from a bank, which offers two types of loans: short term and long term. Short term loans, often called ‘lines of credit’, refer to any loan that will be repaid within the year. Being of a lower risk nature, they are easily available and are usually used to finance excess inventory or unusual operating expenses. Long term debt is required to finance fixed assets such as buildings and machinery. In such an agreement, the banks will usually ask for some form of collateral or available equity (Info-Guide).

Once an entrepreneur has determined the business’ sources of capital, they should decide how it will be structured.  There are three main types of business structure: sole proprietorship, partnership and corporations. The first two classes are similar, relatively simple to implement and combine owners with their business. It’s great for saving on taxes: all of the business revenues are taxed on the owner’s declaration and some personal expenses can be claimed as business deductions. The disadvantage is that each owner has unlimited liability for all business’ activities. If the venture goes bankrupt, or one of the partners runs off with all the company’s money, whoever is left is not only looking for a new job, but is also personally responsible to repay the business debt.
Alternatively, a corporation is “A legal entity separate and distinct from its owners; it has many of the rights and duties and privileges of an actual person” (Ross et. al. 6). This type of organization limits the owners’ liability to the investment made in the business. However, the disadvantage of incorporating a business is that earnings are taxed twice: first as corporate earnings, then secondly as personal earnings (Ross et. al. 4-7).
A good marketing plan begins by defining the market as accurately as possible. This allows for a deeper understanding of the clients’ needs and makes it easier to target sales and marketing efforts. New entrepreneurs rely on market research to determine what consumers want and how much they are willing to pay. They should collect and analyze data about the customers and competitors by issuing surveys or making observations (Shaefer). According to Professor E. Jerome McCarthy, at the Harvard Business School in the early 1960s, a good marketing plan should also contain four marketing principles: product, promotion, place and price (www.marketingteacher.com). These principles, known as the ‘marketing mix’, must reflect the needs and desires of the consumers in the target market. Trying to convince a segment of the market to buy something they don't want is rarely successful.
The product (or service) is the most important part of any business (Cohn). Product is more than just the physical good; it includes all aspects of purchasing, such as warranty and technical service. In order for a product to be ‘swept off the shelves’, it must offer a clear, distinct and high value to the buyer. It is important that customers remember the product and the company selling it. Both a memorable logo and a simple, catchy company name will greatly increase the marketability of the product. 
Promotion is a key part in marketing. A good ad grabs the potential customers’ attention by using headlines and images that create an interest in the product or service. It emphasizes their wants, desires and fears and constantly communicates the benefits of what is offered. Finally, the ad tells people exactly what they need to do to purchase the product. 
A new business should use direct-response advertising which is advertising through personal selling and sales promotions. This direct engagement with potential customers means entrepreneurs can easily determine whether or not their advertising method is working. The type of response may vary depending on the type of business and the overall marketing strategy. It may be an immediate purchase or a contact to ask for a brochure. 
It is very important that an entrepreneur develop a website that informs people about their business, even if they are not going to use it to sell their product. The website should be easily accessible to the “85 percent of all Internet users [who] perform online searches” and one of the top results. Companies which appear near the top of the search results may attract six times more traffic and sell twice as much. A new direct-response advertising tool that is very useful for small businesses is the “local” link on the search engines such as Google and Yahoo. According to the media research firm Borrell Associates, online advertising placed by locally-based businesses totaled $2.7 billion in North America last year and continues to grow rapidly. 

Place relates to how a business gets their product to the customer. It deals with how the product is stored, transported and the way it is distributed to the market. An entrepreneur should ensure that the product is always very well protected and that it reaches the customers at the right time and place. 

While Product, Promotion, and Place all represent costs to the business, Price is the only element in the marketing mix that generates revenue. The price is often a function of how innovative the product is. A more innovative the product can be set at a higher price since it has less direct competition (Truell). The price should be competitive in the market and at the same time maximize the company’s profit.
The four key marketing principles can be modified to suit the changing market. New entrepreneurs should adjust their marketing strategies in order to satisfy their clientele by reevaluating continuously their needs and analyzing their feedback. 

Starting a new business can be overwhelming. An entrepreneur should first consider the basics outlined in this report. They should: be suitable for the business world; find a profitable idea and protect it; determine how the business will be financed and structured; and finally create a marketing plan. A new businessperson should investigate each of these areas in greater detail. Hopefully, after reading this report an entrepreneur has a better idea of how to realize their start-up dreams. 
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