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ABSTRACT

Entrepreneurs seeking to launch and build a sustainable business must overcome many
challenges. As with any endeavor, there are problems unique to each stage of the start-up business. Much
literature has been written to help business owners understand the unique challenges a business will face
during the stages of its lifecycle. The classic stages of business development are usually presented as
some form of: Seed, Start-up, Growth, Maturity, and Exit. The published guidance, however, is not
adequate to provide suitable assistance to entrepreneurs in understanding and overcoming the challenges
he or she will face personally because it is 1) too broad, 2) focused solely on the business, and 3)
generally begins only after the business has been established.

In order to reduce the rate of entrepreneurial failure, a need exists for a new lifecycle description
that focuses on the entrepreneur instead of the business, and provides direction and resources for the
entrepreneur at each stage. Through 10 years spent launching and developing a stable small business, and
through researching literature on entrepreneurial best practice, the researcher proposes six stages of
entrepreneurship, and presents a workbook style guide to assist would be entrepreneurs in understanding

each stage.
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Chapter 1

Introduction

“Stop me if you’ve heard this before. Brilliant college kids sitting in a dorm are inventing the future.
Heedless of boundaries, possessed of new technology and youthful enthusiasm, they build a new
company from scratch. Their early success allows them to raise money and bring an amazing new product
to market. They hire their friends, assemble a superstar team, and dare the world to stop them.” - Eric
Ries, The Lean Startup.

When you hear the word “Entrepreneur” what people come to mind? Bill Gates, Steve Jobs, and Mark
Zuckerberg would certainly be high on most American’s list. These almost mythical characters always
seem to start in a garage or dorm room, are always late teens or early 20s, always drop out of college, and
seemingly overnight, have both changed the world and made billions in the process.

Contrast that with what the data shows is the average entrepreneur; a 40 something year old white
male, married with working spouse, college graduate who is struggling to pay his own salary, let alone
any employees. (Shane, 2008, p. 41) In fact, if he’s in his first year of business, he probably doesn’t
realize that he has only a 50% shot of making it 5 years and a 30% shot of making it 10. If he makes it to
the “stable and self employed” level, he may be able to join the only one third of all owner operated
businesses that earn more than $10,000 in profit a year. (Shane, 2008, p. 101) If, or more likely when his
business closes, he finds himself back in the employment line, waiting for a ticket to re-enter the
corporate job market..

Almost ten years ago, I was the student going after the Gates/Job entrepreneurial vision. I had a
garage that my business partner and I were working out of, I had just turned 21 years old, I had just
dropped out of college, and I had a plan to turn our class project idea into a 10 million dollar company
within 3 years. [ have spent almost every day since that time trying desperately to not end up in the failure

statistics listed above.



DiamondBack Automotive Accessories, Inc, the company I co-founded and am CEO of today,
has defied the odds in most ways. We have survived 10 years, which puts us in the top 70% of new
businesses launched. (Shane, 2008) We employ 36 people, which puts us in the top 11% of US
businesses, according to the US Census. (census.gov, 2013) We are more profitable than the average US
business by a large margin. (Shane, 2008) Yet the original financial goal of generating millions from an
acquisition was never achieved, and the journey to even the small level of success we enjoy today
required over a decade of almost continuous effort, with my personal income often lower than my entry
level production employees. What happened?

When we started our company in the spring of 2003, I thought, like most people do, that 90% of a
successful business was having the right idea or product. Get the innovative product, get your patent, and
follow some form of the stages of business success: Seed, Start-up, Growth, Maturity and Exit. Our
product was innovative, we had applied for and would eventually obtain our patent (US Patent #6883855,
Hinged tonneau cover for transporting a significant top load.), and so off we went. I have learned over
the years, however, that 90% of a successful business has nothing to do with the product and there are
many more stages and many more obstacles an entrepreneur will encounter along the way. Furthermore, I
have learned that most current business literature describing the stages of business focuses too heavily on
the business entity, and not on the entrepreneur as a person, and the choices he or she must make.

Every new business is founded by an entrepreneur, or group of entrepreneurs, and for them, the
stages of the business are acutely personal. The struggles and challenges that a new business faces are felt
directly by, and must be overcome by, the entrepreneur. The failure statistics of new business ventures are
more than just stories of lost finances; they often represent the lost dreams of the men and women whose
visions launched the businesses. I believe, however, that the risk of failure can be reduced by providing
entrepreneurs with insights into the journey on which they are embarking, and by providing specific

instruction on the challenges they will need to overcome along the way.



This thesis begins by reviewing some of the existing “stages of business” models and discusses
both why they are effective for helping business owners navigate the challenges of each stage, as well as
where they fall short in describing the full process of entrepreneurship. Next, a brief history of
DiamondBack Automotive Accessories, Inc. is provided to build the case that a need exists for a “stages
of entrepreneurship” model. This model would provide assistance similar to that which is offered by
business only stage descriptions, but expanded to cover the full journey and unique challenges of
entrepreneurship. Following this company history, a review of existing literature on entrepreneurship is
presented in order to define what I believe are the six distinct stages of entrepreneurship. Lastly, in
Appendix A, B, and C, examples of application of the stages of entrepreneurship are presented. Appendix
A shows an overview of the stages. Appendix B provides a graphical model of the stages. Appendix C
displays a workbook style guide that has been developed in order to provide an example of how the six
stages of entrepreneurship could be used to help new entrepreneurs overcome the challenges of each

stage. References for all literature and images cited appear at the end of this report.



Chapter 2

The Stages of Business — Literature Review

The process of starting and building a business can be confusing for anyone who has never
traveled the path. By separating the process into specific stages, the steps to the journey become clearer
and an overall concept of how to get started, and what to anticipate, begins to develop. Many business
researchers and authors have recognized the need to produce such a business overview for those seeking
to start, and grow, a business.

In the Harvard Business Review, May-June 1983, researchers Neil C. Churchill and Virginia L.

Lewis describe the need to provide an understanding of the stages of small business growth. Though the
problems associated with business startups vary greatly from business to business, Churchill and Lewis
argue that, “on closer scrutiny, it becomes apparent that they experience common problems arising at
similar stages in their development.” They also point out that, “for owners and managers of small
businesses, such an understanding [of these common problems at each stage] can aid in assessing current
challenges.” (Churchill & Lewis, 1983)

Churchill and Lewis outline how previous researchers have categorizing the similar challenges
experiences at each stage of a business. They describe how these stages generally follow a graph (Figure
1) showing the business as it grows from small to large on one axis and from youth to maturity on the
other. The graph line traverses the stages the business is likely to encounter. These stages include Crisis
of Leadership — Growth through Creativity, Crisis of Autonomy — Growth through Direction, Crisis of
Control — Growth through Delegation, Crisis of red tape — Growth through Coordination, Crisis of Red

Tape — Growth through collaboration, and Crisis of Unknown.
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Figure 1. Traditional Growth Phases of a Business. Reprinted from “The Five Stages of Small Business Growth”
by N.C. Churchill, and V.L. Lewis, 1983, Harvard Business Review, (May-June). Copyright 1983 by the Harvard
Business School Publishing

Churchill and Lewis point out that the model, described in Figure 1, fails to help small businesses
because it: 1) assumes the company must grow or die, 2) does not capture the important early stages in the
company’s origin, and 3) characterizes the growth of the company only in terms of annual sales. They
offer an alternative model for small business development, shown in Figure 2, whose stages consist of

Existence, Survival, Success, Take-Off, and Resource Maturity.
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Figure 2. Growth Stages of a Small Business. Reprinted from “The Five Stages of Small Business Growth” by
N.C. Churchill, and V.L. Lewis, 1983, Harvard Business Revie, (May-June). Copyright 1983 by the Harvard
Business School Publishing

By focusing on Existence, Survival, and Success as distinct stages before Take-Off, Churchill and
Lewis help provide clarity to the riskiest, and most challenging, steps of launching a new venture. Their
research elucidates, for example, that at the Survival Stage, the business owner has to ask specific
questions like, “In the short run, can we generate enough cash to break even?” and “Can we, at minimum,
generate enough cash flow to stay in business.” (Churchill & Lewis, 1983) These types of questions get at
the heart of the need for such business stage analysis, and the Churchill Lewis model provides some
excellent guidance along the path of business development.

This model, however, is not adequate to provide complete guidance to an entrepreneur because,
like all stage of business models, it focuses solely on the business. The process of entrepreneurship
encompasses more than the logistics of the business itself and should begin before the concept of the
business has even been developed. By beginning with the existence of the business, crucial decisions, that
are the foundation for the business itself, are excluded from the process. This omission can have
significant consequences for an entrepreneur, which he will only discover after he launches his business,

and attempts to survive.



The Churchill-Lewis model for the Stages of Small Business Growth is, of course, not the only
model that focuses on the business alone. In fact, every available description for the steps of building a
business focuses, as one might expect, on the business. Below is an overview of some of the available

models an entrepreneur can research when learning about the stages of growing a business:

1. The Small Business Lifecycle — 5 Stages of Small Business — (morebusiness.com, 2013)
1. Establishment
2. Growth
3. Expansion
4. Maturity
5. Decline
The article accompanying this model begins with the familiar start line of all business stage
analysis. It reads, “The first stage of any small business is obvious — establishment.” (morebusiness.com,
2013) As discussed above, while using establishment as the first stage of a small business is “obvious,” it

skips crucial steps for an entrepreneur. In addition, defining “decline” as a standard stage is a blanket

pessimistic outlook.

2. Charting your Business Timeline — (Henricks, 2005)
Year 1 — Startup
Years 2-5 — Time to Grow
Years 5-10 — Growing to the Next Level
Years 10-Retirement — Managing Maturity
Exit Strategy
Entrepreneur.com provides a view of the stages of a business based on the number of years it
estimates it may take to reach each stage. This analysis provides some context for an entrepreneur in
terms of the time frame of the journey, which is an essential element. Of course, the analysis begins at the

point of business launch, but this article also illustrates another flaw in many business stage models. This

flaw involves moving from startup to growth in one stage. The process an entrepreneur must take is one



of learning before growing and doing so is crucial to staying alive through the early years. From the
standpoint of the business, the stages may appear to move from startup to growth, but from the standpoint

of the entrepreneur, a much more detailed approach is needed.

3. Find your Business Life Cycle — The Seven Stages of Business Life (Zahorsky, n.d.)

. Seed

. Startup

. Growth

. Established
. Expansion
. Decline

. Exit

NN ks W

This model, presented by Darrell Zahorsky, applies slightly more attention to the seed stage of the
business process. The seed stage is the point at which the business exists only as an idea in the mind of
the entrepreneur, before he launches the enterprise. Having a detailed understanding of the seed stage is
certainly important, however, the analysis then continues down the usual path from Startup to Growth.
Additionally, this model extends to include Decline before Exit. Most entrepreneurs want to avoid stage 6

of the Seven Stages of Business Life.

4. The Seven Stages of Small Business Success - From Startup to Seven Figures in Three Years or
Less (Gould, 2008)

. Strategic Planning
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. Sustainability

. Salability

. Succession
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In his book on the stages of business, Carl Gould provides a slightly more detailed guide for
entrepreneurs, along with a healthy dose of alliteration. This model provides a few unique stages, and

focuses on the crucial steps before the business is sustainable. By grouping 4 of the 7 stages at the front



end of the process, Mr. Gould gets closer to an analysis more in line with the experience of the
entrepreneur. There is, however, much lacking from this model in terms of guidance before the business
is conceived as well as clear descriptions of challenges faced by the entrepreneur, both before, and after
start-up.

Some additional examples of attempts to describe the “stages of business” are shown graphically

below. All of these models seek to describe the stages of a business life cycle.

Some of the many variations on the Stages of a Successful Business

Lifecycle of a Business

Startup Rapid Maturity Decline Rebirth
Growth

Figure 3 — (digitalmedianet.com, 2013) Figure 4 — (chrisnothling.com, 2013)

ransition
| Sell/Reinven

Life Cycles
of
Business

Figure 5 - (letarussell.com, 2013)
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| Expansion | Mature !

Decline Established

Figure 6 — (canberrabusinesspoint.com.au, 2013) Figure 7 — (netsolhost.com, 2013)

While many variations on the “stages of a successful business” exist, searching available
literature and online resources for the “stages of successful entrepreneurship” reveals very few, if any,
usable models to guide an entrepreneur on this unique journey. All of the images gathered for the
previous page layout were obtained from a Google image search of the “Stages of a Business.” Searching
Google images for the “Stages of Successful Entrepreneurship” reveals almost no charts or models

whatsoever. It does, however, reveal this prescient image from the first page of results.

CHALLENGEB ,
'AHEAD |

Figure 8 — (bizjournals.com, 2013)
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Conclusion

The body of literature written on starting, and growing, a business is extensive. Many books and business
journals describe the stages of business growth that a founder can use to help guide their business efforts.
The purpose of breaking down the process of business development into stages is so that it is easier to
understand and to focus on the individual challenges of each stage. Presenting the process in this manner
is an attempt to help businesses survive, and grow. While all of these models provide clarity, and
assistance for building a business, none of them provide an adequate description of the stages an
entrepreneur will encounter on his path.

The path of entrepreneurship is extremely challenging and the failure rate of new business
startups tells only a small part of the story of the risks. While investors have financial risk associated with
any business startup, the entrepreneur risks much more — in the worst case, consumed years of life,
bankruptcy, deteriorated health, and destroyed relationships, are all possible when he embarks on the path
of business start-up. A detailed list of the stages an entrepreneur will encounter on his journey is needed
in order to provide perspective and guidance, to reduce these risks, and to change the myth of

entrepreneurial success into the reality of personal and business growth.
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Chapter 3

10 Years to Break Even — The need for a ‘‘Stages of Entrepreneurship” model
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Figure 9. DiamondBack ATV Package and Website homepage. From www.diamondbackcovers.com, 2013)

In the fall of 2002, I started down a path that led to the creation and growth of DiamondBack Automotive
Accessories, Inc, a company in Philipsburg PA, with thousands of customers, and 36 hard working
employees as of Spring 2013. That path began in ENGR 407 — Technology-based Entrepreneurship, a
class in the Engineering Entrepreneurship minor at PSU.

As part of the course, my co-founder, Matt Chverchko, and I, were tasked with constructing and
presenting a business plan to the class based around a unique product or service. We chose a truck bed
cover Matt had developed for his truck, and called the company DiamondBack Automotive Accessories.

We spent three weeks researching the market, devising the sales and operations plans, creating a low-



13
quality promotional video, and making wildly optimistic fircéed projections. We made our presentation

during the last week of class in December 2002, and woawtaed for best company presentation.

The original presentation is shown on the subsequent pdgese locuments provide a window into our
thought process as Matt and | developed the truck bed cowrgbrapncept that would become the
business that exists today. Of particular interest ardimancial projections. At the time, given the size of

the market, these numbers actually seemed like reasqraf#etions.

ENGR 407 Class Presentation for DiamondBack — Dec 2002

_ WHAT’SSO
REVOLUTIONARY?

Tonneau ‘Cover Problems

« Soft vinyl covers,are not secure, and rip easily.

Our- p'roducté solve problems I'IO + Both hard ﬁberglaés and soft viﬂyl'covers are ™
incapable of supporting a load.

Othelr p rod U(;t Can. * Many fiberglass covers require drilling into.the

truck structure andtherefore voiding all
manufacturers’ warranties.

¢ Truck owners are reluctant to drill holes that
promote rust.





































































































































































































































